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Expla natory Note
Overview and Background of Restatement
On March 29, 2019, the Company, the Audit Committee of the Company’s Board of Directors and executive management, in consultation with the
Company’s independent registered public accounting firm, BDO USA, LLP (“BDO”), determined that adjustments to certain of its previously issued annual and
interim financial statements were necessary and that those annual and interim financial statements could no longer be relied upon. The adjustments relate to
estimates of accounts receivable, provision for doubtful accounts and revenue for the relevant periods described below, as well as the related income tax effects.
Certain other immaterial reclassifications to the presentation of the financial statements are also reflected in the adjustments.
Subsequent to the year ended December 31, 2018 and as part of the preparation of the Company’s year-end financial statements, using recently developed
financial database analytical tools, the Company became aware of historical cash collection trends by customer that existed at the time of the issuance of the
historical financial statements. As a result of this review and after consultation and deliberation with regard to the appropriate accounting treatment, including
discussion as to the size of the adjustments, the Company concluded that this oversight by the Company of the historical collection trends by customer led to the
adjustments being considered corrections of an error under accounting principles generally accepted in the United States of America.
The adjustments resulted in an estimated increase to net income of approximately $7.7 million for the year ended December 31, 2017. The adjustments also
resulted in an estimated decrease of net income of approximately $20.6 million for the year ended December 31, 2016. Periods prior to 2016 were also impacted as a
result of the adjustments, resulting in an estimated cumulative effect adjustment of approximately $23.8 million, recorded as a reduction to stockholders’ equity on
the balance sheet as of January 1, 2016. The adjustments did not affect the previously reported cash flows from operating activities.
The Company’s previously issued annual financial statements audited by BDO and included in the Company’s Annual Report on Form 10-K for the years
ended December 31, 2017 and 2016 and the unaudited financial statements reviewed by BDO and included in the Company’s quarterly reports on Form 10-Q for the
quarters ended September 30, 2018 and 2017, June 30, 2018 and 2017, and March 31, 2018 and 2017, are being restated in this Annual Report on Form 10-K to
properly reflect these corrections.
The adjustments do not relate to the change in estimate that the Company made during the three months ended September 30, 2018 and effective as of July 1,
2018, regarding our estimate of the collectability of accounts receivable, specifically relating to accounts where the Company has received a partial payment from a
commercial insurance company, and we are continuing to pursue additional collections for the balance that we estimate remains outstanding or “partial payment
accounts receivable”.
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Effects of Restatement
The following table sets forth the effects of the restatement on the affected line items within our previously reported Consolidated Statements of
Operations. The adjustments necessary to correct the errors have no effect on cash flow from operation activities as originally reported in our consolidated
statements of cash flows for the year ended December 31, 2017 and 2016.

(in thousands, except share data)
Provision for doubtful accounts

Year Ended,
December 31,
2017
2016
36,914 $
21,485
(10,982) $
17,064
25,932 $
38,549

2015

As Previously Reported
Adjustments
Restated

$
$
$

$
$
$

18,113
24,268
42,381

Income (loss) from operations

As Previously Reported
Adjustments
Restated

$
$
$

(7,743) $
10,982 $
3,239 $

(636) $
(17,064) $
(17,700) $

14,228
(24,268)
(10,040)

Net (loss) income

As Previously Reported
Adjustments
Restated

$
$
$

(25,087) $
7,706 $
(17,381) $

(5,741) $
(20,629) $
(26,370) $

8,341
(23,787)
(15,446)

Basic (loss) earnings per common share

As Previously Reported
Adjustments
Restated

$
$
$

(0.88) $
0.33 $
(0.55) $

(0.03) $
(0.90) $
(0.93) $

0.49
(1.11)
(0.62)

Diluted (loss) earnings per common share

As Previously Reported
Adjustments
Restated

$
$
$

(0.88) $
0.33 $
(0.55) $

(0.03) $
(0.90) $
(0.93) $

0.48
(1.10)
(0.62)

The adjustments made as a result of the restatement are more fully discussed in Note 2A, Restatement of Previously Issued Financial Statements, and in
Note 17, Unaudited Quarterly Information (Restated) of the Notes to Consolidated Financial Statements included in this Annual Report. To further review the
effects of the accounting errors identified and the restatement adjustments, see “Part II—Item 6. Selected Financial Data” and “Part II—Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations” included in this Annual Report on Form 10-K.
Previously filed Annual Reports on Form 10-K and quarterly reports on Form 10-Q for the periods affected by the restatement have not been, and will not
be, amended. Accordingly, the Company’s previously issued consolidated financial statements included in those reports, the related reports of the Company’s
independent registered public accounting firm, BDO, and the related financial information should not be relied upon. See Note 17, Unaudited Quarterly
Information (Restated) , of the Notes to the Consolidated Financial Statements in this Annual Report on Form 10-K for the impact of these adjustments on each of
the quarterly periods in 2017 and for the first three quarters of 2018. Quarterly reports for 2019 will include restated results for the corresponding interim periods of
2018. All amounts in this Annual Report on Form 10-K affected by the restatement adjustments reflect such amounts restated.
PART I
Unless we indicate otherwise, or the context requires, “we,” “our,” “us” and the “Company” refer to AAC Holdings, Inc., together with our subsidiaries.
The term “AAC” refers to our wholly owned subsidiary, American Addiction Centers, Inc.
Item 1. Business
Company Overview
We are a provider of inpatient and outpatient substance use treatment services for individuals with drug addiction, alcohol addiction and co-occurring
mental/behavioral health issues. In connection with our treatment services, we perform clinical diagnostic laboratory services and provide physician services to our
clients. As of December 31, 2018, we operated 11 inpatient substance abuse treatment facilities located throughout the United States, focused on delivering effective
clinical care and treatment solutions across 1,080 inpatient beds, including 700 licensed detoxification beds, 24 standalone outpatient centers and 4 sober living
facilities across 471 beds for a total of 1,551 combined inpatient and sober living beds.
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Our highly trained clinical staff deploy research-based treatment programs with structured curricula for detoxification, inpatient treatment , partial
hospitalization and intensive outpatient care. By applying a tailored treatment program based on the indiv idual needs of each client, many of whom require
treatment for a co-occurring mental health disorder such as depression, bipolar disorder or schizophrenia, we believe we offer the level of quality care and service
necessary for our clients to achieve and m aintain sobriety.
The Company was incorporated as a Nevada corporation on February 12, 2014 for the purpose of acquiring the common stock of AAC and to engage in
certain reorganization transactions in connection with the initial public offering of our common stock, which was completed in October 2014 (the “IPO”). AAC was
incorporated as a Nevada corporation on February 27, 2007.
Business Strategy
We have developed our company and the American Addictions Centers national brand through substantial investment in our clinical expertise, our
facilities, our professional staff and our national sales and marketing program. We seek to extend our position as a leading provider of treatment for drug and alcohol
addiction by executing the following growth strategies:
•

Clinical excellence and outcomes-driven treatment . We seek to set the national standard for quality and outcomes in addiction treatment. AAC is
committed to ongoing measurement and transparency regarding patient outcomes, as evidenced by the publication in 2018 of a three-year outcomes
study, which is available on our website. Information from this study or our website is not incorporated by reference into this report. In addition to
measurement of patient outcomes and satisfaction with treatment, we are continually working to advance utilization of modern, evidence-based
interventions that address addiction as a chronic brain disease, as supported by the science. We believe AAC is now well-positioned to be a national
quality leader in addiction treatment.

•

Improve census at existing facilities. We seek to connect with potential patients through a multi-faceted program that involves education about the
disease of addiction and the development of relationships with healthcare professionals throughout the United States, digital marketing of various
forms, as well as such traditional channels as television, radio and print advertising. Through this multi-faceted approach, we generate significant
inbound call volume to our admissions center. Our admissions center takes consultative, empathetic approach that we believe allows our personnel
to effectively identify and enroll clients who may benefit from our treatment service offerings.

•

Target complementary growth opportunities. There are additional growth opportunities that we are selectively pursuing that are complementary to
our current business. These include, without limitation, providing laboratory services to other substance abuse treatment providers and expanding
other ancillary services. For example, our high complexity, mass spectrometry laboratories are capable of providing full service clinical diagnostic
testing (including toxicology, hematology, chemistry, infectious disease, hormones and genetics) in multiple states.

•

Selectively expand outpatient operations. We selectively pursue opportunities to add outpatient centers to complement our broader network of
inpatient treatment facilities. We believe expanding our reach by developing or acquiring premium outpatient facilities of a quality consistent with
our inpatient services will further enhance our brand and our ability to provide a more comprehensive suite of services across the spectrum of care.
Outpatient centers are expected to be an increasingly important source of referrals for our inpatient programs as we believe a portion of clients
receiving outpatient treatment will ultimately need a higher level of care. Moreover, we believe this will position us to better serve those clients
whose payors require outpatient treatment as a prerequisite to any inpatient treatment. We also make available sober living accommodations to
clients completing treatment at lower levels of care. These sober living arrangements enable us to utilize existing beds for clients requiring higher
levels of care while still providing an interim environment for clients transitioning from inpatient treatment centers to lower levels of care and
eventually back to their former living arrangements.

•

Pursue de novo development of facilities. De novo development plays an important role in the growth of our facility base. Our de novo facility
development consists of either building a new facility from the ground up or acquiring an existing facility with an alternative use and repurposing it
as a substance abuse treatment facility. We have developed multiple full-service inpatient treatment facilities: Greenhouse, a former luxury spa in
Dallas, Texas; Desert Hope, a former assisted living facility in Las Vegas, Nevada; River Oaks, a former adolescent behavioral facility in Riverview
(Tampa area), Florida; and Laguna Treatment Hospital, a chemical dependency recovery hospital in Aliso Viejo, California, which is the first such
hospital designation for one of our treatment facilities. We believe the success of these facilities provides us with the experience to develop
additional premium facilities across the United States with comparable scale, capabilities and quality.
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•

Opportunistically diversify our portfolio of treatment facilities. We selectively seek opportunities to expand and diversify our geographic presence,
service offerings and the portion of the population that can access our services based on their individual healthcare coverage through acquisitions.
All acquisitions of tre atment providers we have completed since the completion of our IPO have involved the acquisition of in-network providers.
As we continue to expand, we plan to establish greater payor mix diversification between out-of-network, in-network, government (e.g., Medicare
and Medicaid) and private pay clients. IBISWorld, an industry research organization , estimates that there were approximately 12,000 mental health
and substance abuse treatment companies in operation in 201 8 , most of which are small, regional oper ations. We believe this high level of
fragmentation presents us with the opportunity to acquire facilities or small providers and upgrade their treatment programs and facilities to improve
client care and as a result improve our operating metrics. We belie ve that our brand recognition, marketing platform and referral network will
enable us to improve census at acquired facilities.

Our Services and Solutions
We provide quality, comprehensive and compassionate care to adults struggling with alcohol and/or drug abuse and dependence as well as co-occurring
mental health issues. We maintain a research-based, disciplined treatment plan for all clients with schedules designed to engage the client in an enriched recovery
experience. Our purpose and passion is to empower the individual, their families and the broader community through the promotion of optimal wellness of the mind,
body and spirit.
Our curriculum, which is peer reviewed and research-based, has been recognized as one of our program strengths by the Commission on Accreditation of
Rehabilitation Facilities (“CARF”), a leader in the promotion and accreditation of quality, value and optimal outcomes of service. In particular, research studies
show that certain aspects of our treatment programs, such as offering longer treatment stays, are effective for producing long-term recovery. In addition, we offer a
variety of forms of therapy types, settings and related services that the National Institute on Drug Abuse has recognized as effective. We offer the following types of
therapy: motivational interviewing, cognitive behavioral therapy, rational emotive behavior therapy, dialectical behavioral therapy, solution-focused therapy, eye
movement desensitization and reprocessing and systematic family intervention. Our variety of therapy settings includes individual, group and family therapies,
recovery-oriented challenge therapies, expressive therapies (with a focus on music and art), equine and trauma therapies.
We also provide Medicated-Assisted Treatment (“MAT”), which is the use of FDA-approved medications, in combination with counseling and behavioral
therapies, to provide a “whole-patient” approach to the treatment of substance use disorders. We believe that it is particularly effective for treating certain conditions
such as opioid use disorder, alcohol use disorder and tobacco use disorder. The use of MAT has been shown to significantly reduce overdoses from opioids and to
improve long-term abstinence. MAT is an important and integral treatment modality that we deploy when appropriate based upon individual patient need.
Considering the high level of co-occurring substance abuse, mental health and medical conditions, we offer clients a spectrum of psychiatric, medical and
wellness-focused services based upon individual needs as assessed through comprehensive evaluations at admission and throughout participation in the program. To
maximize the likelihood of long-term recovery, all program levels provide clients access to the following services: assessment of individual substance abuse, mental
health, medical history and physical condition promptly upon admission; psychiatric evaluations; psychological evaluations and services based on client needs;
follow-up appointments with physicians and psychiatrists; medication monitoring; educational classes regarding health risks, nutrition, smoking cessation, HIV
awareness, life skills, healthy nutritional programs and dietary plans; access to fitness facilities; interactive wellness activities such as swimming, basketball and
yoga and structured daily schedules designed for restorative sleep patterns.
We emphasize clinical treatment, as well as the therapeutic value of overall physical and nutritional wellness. We are committed to providing fresh and
nutritious meals throughout a client’s stay in order to promote healthy routines, beginning with diet and exercise. Some of our facilities offer comprehensive workout facilities, and many locations offer various exercise classes and other amenities. We support long-term recovery for clients through research-based
methodologies and individualized treatment planning while utilizing 12 step programs, which are a set of guiding principles outlining a course of action for recovery.
We believe we have a differentiated ability to manage dual diagnosis cases and coordinate treatment of individuals suffering from the common
combination of mental illness and substance abuse simultaneously. These clients participate in education and discussion-oriented groups designed to provide
information regarding the psychiatric disorders that co-occur with chemical dependency.
We place a strong emphasis on tracking client satisfaction scores in order to measure our client and staff interaction and overall outcome and reputation.
In addition to client satisfaction surveys that we receive after a client’s discharge, we also solicit feedback during a client’s stay at our inpatient facilities. This allows
us to further tailor an individual’s treatment plan to emphasize the programs that have been more impactful to a particular client.
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We believe in tracking clinical outcomes. We partnered with Centerstone Research Institute to conduct ind ependent three-year longitudinal outcome
studies on the effectiveness of our clinical approach and released the results in 2018. This study is available on our website. We intend to continue to measure
outcomes going forward in order to drive continual imp rovement in our programs.
As detailed below, we offer a full spectrum of treatment services to clients, based upon individual needs as assessed through comprehensive evaluations at
admission and throughout their participation in the program. The assignment and frequency of services corresponds to individualized treatment plans within the
context of the level of care and treatment intensity level.
Detoxification (“detox”) . Detoxification is usually conducted at an inpatient facility for clients with physical or psychological dependence.
Detoxification services are designed to clear toxins out of the body so that the body can safely adjust and heal itself after being dependent upon a substance. Clients
are medically monitored 24 hours per day, seven days per week by experienced medical professionals who work to alleviate withdrawal symptoms through
medication, as appropriate. We provide detoxification services for several substances including alcohol, sedatives and opiates.
Residential Treatment . Residential care is a structured treatment approach designed to prepare clients to return to the general community with a sober
lifestyle, increased functionality and improved overall wellness. Treatment is provided on a 24 hours per day, seven days per week basis, and services generally
include a minimum of two individual therapy sessions per week, regular group therapy, family therapy, didactic and psycho-educational groups, exercise (if cleared
by medical staff), case management and recreational activities. Medical and psychiatric care is available to all clients, as needed, through our contracted professional
physician groups.
Partial Hospitalization. Partial hospitalization is a structured program providing care a minimum of 20 hours per week. This program is designed for
clients who are stable enough physically and psychologically to participate in everyday activities but who still require a degree of medical monitoring. Services
include a minimum of weekly individual therapy, regular group therapy, family education and therapy, didactic and psycho-educational groups, exercise (if cleared
by medical staff), case management and off-site recovery meetings and activities. Medical and psychiatric care is available to all clients, as needed, through our
contracted professional physician groups.
Intensive Outpatient Services. Less intensive than the aforementioned levels of care, intensive outpatient services are comprised of a structured program
providing care three days per week for three hours per day at a minimum. Designed as a “step down” from partial hospitalization, this program reinforces progress
and assists in the attainment of sobriety, reduction of detrimental behaviors and improved overall wellness of clients while they integrate and interact in the
community. Services include weekly individual therapy, group therapy, family education and therapy, didactic and psycho-educational groups, case management,
off-site recovery meetings and activities and intensive transitional and aftercare planning.
Outpatient Services. Traditional outpatient services are delivered in regularly scheduled sessions, usually less the nine hours per week. Outpatient
services include professionally directed screening, assessment, therapy, and other services designed to support successful transition to the community and long-term
recovery. These services are tailored to a person’s specific needs and stage of recovery and may involve many modalities, including motivational enhancement,
family therapy, educational groups, occupational and recreational therapy, psychotherapy and pharmacotherapy.
Ancillary Services. In addition to our inpatient and outpatient treatment services, we provide medical monitoring for adherence to addiction treatment as
well as clinical diagnostic laboratory services. We also provide physician services to our clients through our contracted professional physician groups. We believe
toxicological monitoring of clients is an important component of substance abuse treatment. Clients are evaluated for illicit substances upon admission and thereafter
on a random basis and as otherwise determined to be medically necessary by the treating physician. We conduct laboratory testing for our facilities using
quantitative liquid chromatography time-of-flight mass spectrometry technology at our laboratory located in Brentwood, Tennessee.
Sober Living Facilities. We provide sober living arrangements that serve as an interim environment for clients transitioning from inpatient treatment
centers to lower levels of care and eventually back to their former living arrangements. Sober living facilities enable us to utilize existing beds for clients requiring
higher levels of care, while still providing housing for clients completing outpatient treatment programs. We provide sober living arrangements to clients through our
owned and leased properties in Texas, Nevada, Mississippi, and Florida. We plan to continue using sober living facilities as a complement to our outpatient services.
7

Facilit ies
The following table presents information about our network of substance abuse treatment facilities, including current facilities and facilities under
development as of December 31, 2018 and as of March 31, 2019 :
Facility Name
Residentia l (2)
Laguna Treatment Hospital
River Oaks
Recovery First
Townsend New Orleans (3)
AdCare Hospital
Oxford Treatment Center
Sunrise House
Desert Hope
Solutions Treatment Center (4)
AdCare Rhode Island
Greenhouse

December 31, 2018

March 31, 2019

State

Beds (1)

Beds (1)

Property

CA
FL
FL
LA
MA
MS
NJ
NV
NV
RI
TX

93
162
56
36
114
124
110
148
48
59
130

93
162
56

Owned
Owned
Owned/Leased
Leased
Owned
Owned
Owned
Owned
Leased
Owned
Owned

Total Residential Beds
Sober Living
San Diego Sober Living (5)
Recovery First - Ft. Lauderdale East
Resolutions Oxford
Resolutions Las Vegas
Resolutions Arlington
Total Sober Living Beds
Total Beds

Outpatient
Recovery First Outpatient
Oxford Outpatient Center (6)
Townsend Outpatient Centers (3)
AdCare Outpatient Centers
Sunrise House Outpatient
Desert Hope Outpatient Center
Solutions Outpatient (4)
AdCare Rhode Island
Greenhouse Outpatient
Total Outpatient Facilities
(1)
(2)
(3)
(4)
(5)
(6)

—
114
124
110
148

—
59
130

1,080

—

CA
FL
MS
NV
TX

996

—
83
72
159
157
471
1,551

83
72
159
157
471
1,467

Leased
Leased
Owned/Leased
Leased
Leased

State

Locations

Location

Property

FL
MS
LA
MA/RI
NJ
NV
NV
RI
TX

1
2
7
6
1
1
1
4
1
24

1
1

Leased
Owned/Leased
Leased
Owned/Leased
Owned
Leased
Leased
Owned/Leased
Leased

—
6
1
1

—
4
1
15

Bed capacity reflected in the table represents the maximum available beds. Actual capacity utilized depends on current staffing levels at each facility and may not equal total bed
capacity at any given time.
Inpatient facilities generally have the ability to provide detox, residential, partial hospitalization and intensive outpatient services.
On January 28, 2019, the Company completed the sale of its Townsend operations. Refer to Item 7 – Management’s Discussion and Analysis of Financial Condition and Results of
Operations, for further information.
During January 2019, the Company consolidated its Solutions Treatment Center operations with its Desert Hope operations. Refer to Item 7 – Management’s Discussion and Analysis
of Financial Condition and Results of Operations, for further information.
On November 30, 2018, the Company consolidated its San Diego sober living operations with its Laguna Treatment Hospital location. Refer to Item 7 – Management’s Discussion
and Analysis of Financial Condition and Results of Operations, for further information.
In December 2018, the Company closed its Tupelo, Mississippi outpatient location. In January 2019, the Company closed its Olive Branch, Mississippi outpatient location.

Sales and Marketing
We use a multi-faceted approach to reach potential clients suffering from the disease of addiction and co-occurring psychiatric disorders.
This multi-pronged approach includes:
•

National Marketing Force. We deploy and manage a group of approximately 100 representatives nationwide that focuses primarily on developing
relationships with hospitals, other treatment facilities, psychiatrists, therapists, social workers, employers, unions, alumni and employee assistance
programs. Our sales representatives educate these various
8

constituents about the disease of addiction and the variety of tre atment services that we provide. In addition, our varied facilities located across the
United States allow us to reach a broad audience of potential clients and their families and build a nationally recognized brand.
•

Multi-Media Marketing. Advertising through various media represents another important opportunity to obtain new clients as well as to develop our
national brand. We operate a broad portfolio of internet assets that service millions of website visits each month. Through comprehensive online
directories of treatment providers, treatment provider reviews, user content that discusses the disease of addiction, treatment and recovery, as well as
discussion forums and professional communities, our addiction-related websites serve families and individuals who are struggling with addiction
and seeking treatment options. Additionally, we continue to pursue advertising opportunities in television commercials, radio spots, newspaper
articles, medical journals and other print media that promote our facilities and have the intent to build our integrated, national brand.

•

Recommendations by Alumni. We often receive new clients who were directly referred to our facilities by our satisfied and supportive alumni, as
well as their friends and families. As our national brand continues to grow and our business continues to increase, we believe our alumni will
become an increasingly important source of business for us.

Admissions Center Operations
We maintain a 24 hours per day, seven days per week admissions center. Our centralized admissions center is situated at our corporate headquarters in
Brentwood, Tennessee, and focuses on enrolling clients. As part of its role, the admissions center team conducts benefits verification, handles initial communication
with insurance companies, completes client intake screenings, consults with our clinicians where necessary regarding a potential patient’s specific medical or
psychological condition, begins the pre-certification process for treatment authorization, helps each client choose a proper treatment facility for his or her clinical
and financial needs and assists clients with arrangements and logistics.
Professional Groups
We are affiliated with groups of physicians and mid-level service providers that provide certain professional services to our clients through professional
services agreements with certain of our treatment facilities (the “Professional Groups”). Under the professional services agreements, the Professional Groups also
provide a physician to serve as medical director for the applicable facility. The Professional Groups either bill the payor for their services directly or are
compensated by the treatment facility based on fair market value hourly rates. Each of the professional services agreements has a term of five years and will
automatically renew for additional one-year periods. For additional information related to the Professional Groups, see Note 2 to our Consolidated Financial
Statements included elsewhere in this Annual Report on Form 10-K.
Competition
We believe we are one of the leading for-profit companies focused on substance abuse treatment in the United States. According to IBISWorld, the large
majority of all substance abuse treatment clinics in the United States have a single location, and approximately 60% of all substance abuse treatment clinics have
fewer than 20 employees. Many of the largest for-profit addiction treatment providers operate in the broader behavioral healthcare sector without focusing primarily
on substance abuse. We believe our size and core focus on substance abuse treatment provide us with an advantage over competitors in terms of building our brand
and marketing our platform to potential clients.
The market for mental health and substance abuse treatment facilities is highly fragmented with approximately 12,000 different companies providing
services to the adult and adolescent population, of which only 30% are operated by for-profit organizations. Our inpatient treatment facilities compete with several
national competitors and many regional and local competitors. Some of our competitors are government entities that are supported by tax revenue, and others are
non-profit entities that are primarily supported by endowments and charitable contributions. We do not receive financial support from these sources. Some larger
companies in our industry compete with us on a national scale and offer substance use treatment services among other behavioral healthcare services. To a lesser
extent, we also compete with other providers of substance use treatment services, including other inpatient behavioral healthcare facilities and general acute care
hospitals.
We believe the primary competitive factors affecting our business include:
•

quality of clinical programs and services;

•

reputation and brand recognition;

•

overall aesthetics of the facilities;

•

amenities offered to clients;

•

relationships with payors and referral sources;

•

sales and marketing capabilities;

•

information systems and proprietary data analytics;
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•

senior management experience; and

•

national scope of operations.

Regulatory Matters
Overview
Substance abuse treatment providers are regulated extensively at the federal, state and local levels. In order to operate our business and obtain
reimbursement from third-party payors, we must obtain and maintain a variety of licenses, permits, certifications and accreditations. We must also comply with
numerous other laws and regulations applicable to the provision of substance abuse disorder services. Our facilities are also subject to periodic on-site inspections by
the regulatory and accreditation agencies in order to determine our compliance with applicable requirements.
The laws and regulations that affect substance abuse treatment providers are complex and change frequently. We must regularly review our organization
and operations and make changes as necessary to comply with changes in the law or new interpretations of laws or regulations. In recent years, significant public
attention has focused on the healthcare industry, including attention to the conduct of industry participants and the cost of healthcare services. Federal and state
government agencies have heightened and coordinated civil and criminal enforcement efforts relating to the healthcare industry. The ongoing investigations relate to,
among other things, referral practices, cost reporting, billing practices, credit balances, physician ownership and joint ventures involving hospitals and other
healthcare providers. Recently, federal and state governmental officials have focused on fraud and abuse in the addiction treatment industry. In particular, new laws
and regulations have been passed in recent years that are intended to prohibit the payment of kickbacks, bribes and other inducements in exchange for referrals of
patients to treatment providers, including residential treatment centers and outpatient programs. We expect that healthcare costs and other factors will continue to
encourage both the development of new laws and regulations and increased enforcement activity, including among substance abuse treatment providers.
While we believe we are in substantial compliance with all applicable laws and regulations, and we are not aware of any material pending or threatened
investigations involving allegations of wrongdoing, there can be no assurances of compliance. Compliance with such laws and regulations may be subject to future
government review and interpretation, as well as significant regulatory action including fines, penalties and exclusion from government health programs.
Licensure, Accreditation and Certification
All of our substance abuse treatment facilities are licensed under applicable state laws where licensure is required. Licensing requirements vary
significantly depending upon the state in which a facility is located and the types of services provided. The types of licensed services that our facilities provide
include medical detox, inpatient, partial hospitalization, intensive outpatient, outpatient treatment, ambulatory detox and community housing. In addition, our
employed case managers, therapists, nurses, medical providers and technicians may be subject to individual state license requirements.
Our facilities that store and dispense controlled substances are required to register with the U.S. Drug Enforcement Administration (“DEA”) and abide by
DEA regulations regarding controlled substances. Each of our substance abuse treatment facilities has obtained or is in the process of obtaining accreditation from
CARF and/or The Joint Commission, which are the primary accreditation bodies in the substance abuse treatment industry. This type of accreditation program is
intended to improve the quality, safety, outcomes and value of healthcare services provided by accredited facilities. CARF and The Joint Commission require an
initial application and completion of on-site surveys demonstrating compliance with accreditation requirements. Accreditation is granted for a specified period,
typically ranging from one to three years, and renewals of accreditation require completion of a renewal application and an on-site renewal survey.
The Clinical Laboratory Improvement Amendments of 1988 (“CLIA”) regulates virtually all clinical laboratories by requiring that they be certified by the
federal government and comply with various technical, operational, personnel and quality requirements intended to ensure that laboratory testing services are
accurate, reliable and timely. Standards for testing under CLIA are based on the level of complexity of the tests performed by the laboratory. A CLIA certificate of
waiver is maintained by each of our treatment facilities that only perform the types of tests waived under CLIA, such as point-of-care drug analysis, glucose
monitoring and pregnancy testing.
Our Brentwood, Tennessee, clinical laboratory facility performs high complexity testing. Our laboratory holds a CLIA certificate of accreditation,
certifying it for complex testing, and is therefore required to meet more stringent requirements than laboratories performing less complex testing. We are regularly
subject to survey and inspection to assess compliance with program standards. Our laboratory is also accredited by the College of American Pathologists (“CAP”),
who conducts our proficiency testing program.
CLIA does not preempt state laws that are more stringent than federal law. State laws may require additional personnel qualifications, quality control,
record maintenance and/or proficiency testing. A number of states in which we operate have implemented their own regulatory and licensure requirements. In
addition, some states require laboratories that solicit or test samples collected from individuals within that state to hold a laboratory license even though the
laboratory does not have physical operations within the state. Our Brentwood laboratory facility is licensed as a medical reference laboratory by the state of
Tennessee. It is also
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licensed in other states as required to process test samples originating from individuals within such states.
We believe that all of our facilities and programs are in substantial compliance with current applicable state and local licensure, certification and
accreditation requirements. Periodically, state and local regulatory agencies, as well as accreditation entities, conduct surveys of our facilities, and may find that a
facility is not in full compliance with all of the accreditation standards. Upon receipt of any such finding, the facility will submit a plan of correction and remedy any
cited deficiencies.
FDA Laws and Regulations
The Food and Drug Administration (“FDA”) has regulatory responsibility over, among other areas, instruments, test kits, reagents and other devices used
by clinical laboratories to perform diagnostic testing. A number of esoteric tests we develop internally are offered as laboratory developed tests (“LDTs”). The FDA
has claimed regulatory authority over all LDTs but exercises enforcement discretion in not mandating FDA approval for most LDTs performed by high complexity
CLIA certified laboratories. The FDA released draft guidance in 2014 that would increase regulation of LDTs but has indefinitely delayed finalizing the guidance.
Fraud, Abuse and Self-Referral Laws
Most of our treatment facilities are not enrolled in Medicare or Medicaid and do not bill or accept payments from those governmental programs.
Therefore, the majority of our operations are generally not impacted by the anti-kickback provisions of the Social Security Act, commonly known as the AntiKickback Statute, or the federal prohibition on physician self-referrals, commonly referred to as the Stark Law. However, our AdCare operations in Massachusetts
and Rhode Island participate in the Medicare and Medicaid programs and during 2018 our clinical laboratory became eligible to provide services to Medicare
beneficiaries. We expect that over the longer term, an increasing number of our patients will be members of governmental health insurance programs and therefore,
these rules and restrictions will increasingly affect our operations.
The Anti-Kickback Statute prohibits the payment, receipt, offer or solicitation of remuneration of any kind in exchange for items or services that are
reimbursed under federal healthcare programs. The Stark Law prohibits physicians from referring Medicare and Medicaid patients to healthcare providers that
furnish certain designated health services, including laboratory services and inpatient and outpatient hospital services, if the physicians or their immediate family
members have ownership interests in, or other financial arrangements with, the healthcare providers. Many states have anti-kickback and physician self-referral
prohibitions similar to the federal statutes and regulations. Some of these state laws are drafted broadly to cover all payors (i.e., not restricted to Medicare and other
federal healthcare programs), and they often lack interpretative guidance. A violation of these laws could result in a prohibition on billing payors for such services,
an obligation to refund amounts received, or civil or criminal penalties and could adversely affect the state license of any program or facility found to be in violation.
In addition to the Anti-Kickback Statute, the United States has recently enacted an addiction treatment-specific law known as the Eliminating Kickbacks
in Recovery Act (“EKRA”). The EKRA created a new federal crime for knowingly and willfully: (1) soliciting or receiving any remuneration in return for referring
a patient to a recovery home, clinical treatment facility, or laboratory; or (2) paying or offering any remuneration to induce such a referral or in exchange for an
individual using the services of a recovery home, clinical treatment facility, or laboratory. Each conviction under EKRA is punishable by up to $200,000 in monetary
damages, imprisonment for up to ten (10) years, or both. Unlike the Anti-Kickback Statutes, EKRA is not limited to services reimbursable under a government
healthcare program. While EKRA contains certain exceptions similar to the Anti-Kickback Statute Safe Harbors, those exceptions are more narrow than the AntiKickback Statute Safe Harbors. As such, certain practices that would not have violated the Anti-Kickback Statute may violate EKRA.
Federal prosecutors have broad authority to prosecute healthcare fraud. For example, federal law criminalizes the knowing and willful execution or
attempted execution of a scheme or artifice to defraud any healthcare benefit program as well as obtaining by false pretenses any money or property owned by any
healthcare benefit program. Federal law also prohibits embezzlement of healthcare funds, false statements relating to healthcare and obstruction of the investigation
of criminal offenses. These federal criminal offenses are enforceable regardless of whether an entity or individual participates in the Medicare program or any other
federal healthcare program.
False Claims
We are subject to state and federal laws that govern the submission of claims for reimbursement. These laws generally prohibit an individual or entity
from knowingly and willfully presenting a claim (or causing a claim to be presented) for payment from Medicare, Medicaid or other third-party payors that is false
or fraudulent. The standard for “knowing and willful” often includes conduct that amounts to a reckless disregard for whether accurate information is presented by
claims processors. Penalties under these statutes include substantial civil and criminal fines, exclusion from the Medicare program and imprisonment.
One of the most prominent of these laws is the federal False Claims Act (“FCA”) which may be enforced by the federal government directly or by a qui
tam plaintiff (or whistleblower) on the government’s behalf. When a private plaintiff brings a qui tam action under the FCA, the defendant often will not be made
aware of the lawsuit until the government commences its own investigation or determines whether it will intervene. When a defendant is determined by a court of
law to be liable under the FCA, the defendant may be required to pay three times the amount of the alleged false claim, plus mandatory civil penalties of between
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$ 22,363 and $ 11,181 for each separate false claim. These and certain other civil monetary penalties will increase annually based on upd ates to the consumer price
index.
Many states have passed false claims acts similar to the FCA. Under these laws, the government may impose a penalty and recover damages, often treble
damages, for knowingly submitting or participating in the submission of claims for payment that are false or fraudulent or which contain false or misleading
information. These laws may be limited to specific programs (such as state workers’ compensation programs) or may apply to all payors. In many cases, alleged
violations of these laws may be brought by a whistleblower who may be an employee, a referring physician, a competitor, a client or other individual or entity, and
who may be eligible for a portion of any recovery. Further, like the federal law, state false claims act laws generally protect employed whistleblowers from
retribution by their employers.
Although we believe that we have procedures in place to ensure the accurate completion of claims forms and requests for payment, the laws, regulations
and standards defining proper billing, coding and claim submission are complex and have not been subjected to extensive judicial or agency interpretation. Billing
errors can occur despite our best efforts to prevent or correct them, and we cannot assure that the government or a payor will regard such errors as inadvertent and
not in violation of the applicable false claims act laws or related statutes.
Privacy and Security Requirements
There are numerous federal and state regulations that address the privacy and security of client health information. In particular, federal regulations issued
under the Drug Abuse Prevention, Treatment and Rehabilitation Act of 1979 (known as the “Part 2 Regulations”) restrict the disclosure of, and regulate the security
of, client identifiable information related to substance abuse and apply to any of our facilities that receive federal assistance, which is interpreted broadly to include
facilities licensed, certified or registered by a federal agency. Further, the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”), extensively
regulates the use and disclosure of individually identifiable health information (known as “protected health information”) and requires covered entities, which
include most health providers, to implement and maintain administrative, physical and technical safeguards to protect the security of such information. Additional
security requirements apply to electronic protected health information. These regulations also provide clients with substantive rights with respect to their health
information.
The HIPAA privacy and security regulations and the Part 2 Regulations also require our substance abuse treatment programs and facilities to impose
compliance obligations by written agreement on certain contractors to whom our programs disclose client information known as “business associates.” Covered
entities may be subject to penalties as a result of a business associate violating HIPAA privacy and security regulations if the business associate is found to be an
agent of the covered entity. Business associates are also directly subject to liability under the HIPAA privacy and security regulations. In instances where our
programs act as a business associate to a covered entity, there is the potential for additional liability beyond the program’s covered entity status.
Covered entities must report breaches of unsecured protected health information to affected individuals without unreasonable delay but not to exceed
60 days of discovery of the breach by a covered entity or its agents. Notification must also be made to the U.S. Department of Health and Human Services (“HHS”),
and, in certain situations involving large breaches, to the media. HHS is required to publish on its website a list of all covered entities that report a breach involving
more than 500 individuals. All non-permitted uses or disclosures of unsecured protected health information are presumed to be breaches unless the covered entity or
business associate establishes that there is a low probability the information has been compromised. Various state laws and regulations may also require us to notify
affected individuals in the event of a data breach involving individually identifiable information without regard to whether there is a low probability of the
information being compromised.
After considering 2018 updates to penalty amounts, violations of the HIPAA privacy and security regulations may result in civil penalties of up to
$57,051 per violation for a maximum civil penalty of $1,711,533 in a calendar year for violations of the same requirement. These penalties will increase annually
based on updates to the consumer price index. HIPAA also provides for criminal penalties of up to $250,000 and ten years in prison, with the severest penalties for
obtaining or disclosing protected health information with the intent to sell, transfer or use such information for commercial advantage, personal gain or malicious
harm. In addition, state attorneys general may bring civil actions seeking either injunction or damages in response to violations of the HIPAA privacy and security
regulations that threaten the privacy of state residents. HHS is required to impose penalties for violations resulting from willful neglect and to perform compliance
audits.
Our programs remain subject to any privacy-related federal or state laws that are more restrictive than the HIPAA privacy and security regulations. These
laws vary by state and could impose additional requirements and penalties. For example, some states impose restrictions on the use and disclosure of health
information pertaining to mental health or substance abuse treatment. The Federal Trade Commission also uses its consumer protection authority to initiate
enforcement actions in response to data breaches or other privacy or security lapses.
We enforce a health information privacy and security compliance plan, which we believe complies with the HIPAA privacy and security regulations and
other applicable requirements. We may be required to make operational changes to comply with revisions made to the Part 2 Regulations that generally became
effective on February 2, 2018.
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Mental Health Legislation and Reform Efforts
The regulatory framework in which we operate is constantly changing. For example, the Mental Health Parity and Addiction Equity Act of 2008
(“MHPAEA”), is a federal parity law that requires large group health insurance plans that offer mental health and addiction coverage to provide that coverage on par
with financial requirements and treatment limitations of coverage offered for other illnesses. The scope of coverage offered by health plans must comply with federal
and state laws and must be consistent with generally recognized independent standards of current medical practice. The MHPAEA also contains a cost exemption
that operates to temporarily exempt a group health plan from the MHPAEA’s requirements if compliance with the MHPAEA becomes too costly.
The 21 st Century Cures Act (“Cures Act”), enacted in 2016, requires development of an action plan for enhanced enforcement of mental health parity
requirements and additional compliance guidance for health plans regarding coverage under parity laws. Among other initiatives aimed at improving care for people
with mental health and substance use disorders, the Cures Act includes provisions intended to increase the healthcare workforce dedicated to such treatment and
expand programs that divert people with mental health and substance use disorders toward alternatives to incarceration. However, the impact of the Cures Act
largely depends on its implementation by agencies such as HHS and on future appropriations by Congress.
Over the last decade, the U.S. Congress and certain state legislatures have passed a large number of laws intended to result in extensive change to the
healthcare industry. The Patient Protection and Affordable Care Act, as amended by the Health Care and Education Reconciliation Act of 2010, collectively known
as the Affordable Care Act, is the most prominent of these legislative reform efforts. It resulted in reforms to the health insurance market and expansion of public
program coverage, among other changes. As currently structured, the law requires all non-grandfathered small group and individual market health plans to cover ten
essential health benefit categories, which currently include substance abuse addiction and mental health disorder services.
The Affordable Care Act poses both opportunities and risks for us but, overall, the expansion of health insurance coverage under the law has been
beneficial for the substance abuse treatment industry. However, the overall and continued impact of the Affordable Care Act is difficult to determine, as the
presidential administration and certain members of Congress have stated their intent to repeal or make significant changes to the Affordable Care Act, its
implementation and its interpretation. For example, in October 2017, the president signed an executive order directing agencies to relax limits on certain health
plans, potentially allowing for fewer plans that adhere to specific Affordable Care Act coverage mandates. In 2018, a federal district court in Texas ruled that the
Affordable Care Act, in its entirety, is invalid. That decision has been stayed pending appeal, and will likely remain unresolved until finally decided by the United
States Supreme Court. Further, effective January 1, 2019, Congress eliminated the financial penalty associated with the individual mandate that was established by
the Affordable Care Act.
Addiction Treatment Legislation
In October 2018, Congress enacted the Substance Use-Disorder Prevention that Promotes Opioid Recovery and Treatment for Patients and Communities
Act (the “SUPPORT Act”). The SUPPORT Act contains a number of provisions aimed at identifying at-risk individuals, increasing access to opioid abuse treatment,
reducing overprescribing, funding treatment related research, and promoting data sharing with the primary goal of reducing the use and abuse of opioids. Most of
the funding made available for treatment through the SUPPORT Act will be limited to patients covered by federal healthcare programs such as Medicaid.
The SUPPORT Act also contains an addiction treatment-specific law known as the Eliminating Kickbacks in Recovery Act (“EKRA”). For more
information on the EKRA, See “Item I. Business, Regulatory Matters ― Fraud, Abuse and Self-Referral Laws.”
Health Planning and Certificates of Need
The construction of new healthcare facilities, the expansion, transfer or change of ownership of existing facilities and the addition of new beds, services or
equipment may be subject to state laws that require prior approval by state regulatory agencies under certificate of need (“CON”) or determination of need (“DON”)
laws. These laws generally require that a state agency determine the public need for construction or acquisition of facilities or the addition of new services. Review
of CON or DON applications and other healthcare planning initiatives may be lengthy and may require public hearings. Violations of these state laws may result in
the imposition of civil sanctions or revocation of a facility’s license.
Other State Healthcare Laws
Most states have a variety of laws that may potentially impact our operations and business practices. For instance, many states in which our programs
operate prohibit corporations (and other legal entities) from practicing medicine by employing physicians and certain non-physician practitioners. These prohibitions
on the corporate practice of medicine impact how our programs structure their relationships with physicians and other affected non-physician practitioners. These
arrangements, however, have typically not been vetted by either a court or the applicable regulatory body.
Similarly, many states prohibit physicians from sharing a portion of their professional fees with any other person or entity. These so-called fee-splitting
prohibitions range from prohibiting arrangements resembling a kickback to broadly prohibiting percentage-based compensation and other variable compensation
arrangements with physicians.
If our arrangements with physicians are found to violate a corporate practice of medicine prohibition or a state fee-splitting prohibition, our contractual
arrangements with physicians in such states could be adversely affected, which, in turn, may adversely
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affect both our operations and profitability. Further, we could face sanctions for aiding and abetting the violation of the state’s medical practice act.
State governments have in recent years increased regulation of addiction treatment providers. A number of states, such as Florida, have passed laws
prohibiting patient brokering, which broadly refers to the practice of paying or receiving kickbacks or other benefits in exchange for patient referrals. A number of
these statutes mirror federal healthcare anti-Kickback laws and, in some instances, the restrictions apply regardless of whether the payor source is a governmental or
commercial entity. Further, state governments, including Tennessee’s, have passed statutes aimed at prohibiting deceptive online addiction treatment marketing
practices, such as the operation of websites and affiliated admission centers without disclosure to the caller about existing financial arrangements to promote
particular treatment centers. We expect that these kinds of regulations and restrictions to increase.
Local Land Use and Zoning
Municipal and other local governments may also regulate our treatment programs. Many of our facilities must comply with zoning and land use
requirements in order to operate. For example, local zoning authorities regulate not only the physical properties of a healthcare facility, such as its height and size,
but also the location and activities of the facility. In addition, community or political objections to the placement of treatment facilities can result in delays in the
land use permit process and may prevent the operation of facilities in certain areas.
Risk Management and Insurance
The healthcare industry in general continues to experience an increase in the frequency and severity of litigation and claims. Like other providers of
healthcare-related services, we could be subject to claims that our services have resulted in injury to our clients or had other adverse effects. In addition, resident,
visitor and employee injuries could also subject us to the risk of litigation. While we believe that quality care is provided to our clients and that we substantially
comply with all applicable regulatory requirements, an adverse determination in a legal proceeding or government investigation could have a material adverse effect
on our financial condition. See Item 1A. Risk Factors — “ As a provider of treatment services, we are subject to governmental investigations and potential claims
and legal actions by clients, employees and others, which may increase our costs and have a material adverse effect on our business, financial condition results of
operations and reputation .”
We maintain commercial insurance coverage for general liability claims with a $50,000 deductible and professional liability claims with a $150,000
deductible, a primary $1.0 million per claim limit and an annual aggregate primary limit of $3.0 million with umbrella coverage for an aggregate $20.0 million limit.
Compliance Programs
Compliance with government rules and regulations is a significant concern throughout our industry, in part due to evolving interpretations of these rules
and regulations. We seek to conduct our business in compliance with all statutes and regulations applicable to our operations. To this end, we have established a
compliance program that monitors our regulatory compliance procedures and policies at our facilities and throughout our business. Our executive management team
is responsible for the oversight and operation of our compliance program. We provide periodic and comprehensive training programs to our personnel, which are
intended to promote the strict observance of our policies designed to ensure compliance with the statutes and regulations applicable to us.
On October 21, 2016, certain of our subsidiaries, AAC (formerly known as Forterus, Inc.), Forterus Health Care Services, Inc., and ABTTC, Inc. (the
“Defendants”), agreed to the entry of a Permanent Injunction and Final Judgment (the “PIFJ”) with the Bureau of Medi-Cal Fraud and Elder Abuse of the Office of
the Attorney General of the State of California (“BMFEA”). Pursuant to the terms of the PIFJ, we were required to, among other things, (i) institute a three-year
compliance program (the “California Compliance Program”) with respect to our California facilities that includes maintaining or developing and implementing
certain policies and procedures to promote each covered facility’s compliance with applicable statutes, regulations and the PIFJ, under the responsibility of our Chief
Compliance Officer; (ii) establish a Compliance Committee composed of the Compliance Officer and senior personnel responsible for overseeing clinical operations
to address issues raised by the Compliance Officer in connection with the Compliance Program and (iii) establish an oversight committee of the Board of Directors,
or a committee of the Board of Directors, to review the adequacy and responsiveness of the California Compliance Program. In addition, for a period of 30 months
following the effective date of the PIFJ, the Defendants are required to retain a qualified independent monitor, appointed by BMFEA after consultation with the
Defendants, to assess the effectiveness of the Defendants’ quality control systems and patient care.
Environmental, Health and Safety Matters
We are subject to various federal, state and local environmental laws that: (i) regulate certain activities and operations that may have environmental or
health and safety effects, such as the handling, storage, transportation, treatment and disposal of medical and pharmaceutical waste products generated at our
facilities, the presence of other hazardous substances in the indoor environment and protection of the environment and natural resources in connection with the
development or construction of our facilities; (ii) impose liability for costs of cleaning up, and damages to natural resources from, past spills, waste disposals on and
off-site or other releases of hazardous materials or regulated substances; and (iii) regulate workplace safety, including the safety of workers who may be exposed to
blood-borne pathogens such as HIV, the hepatitis B virus and the hepatitis C virus. Our laboratory and some of our
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treatment facilities generate infectious or other hazardous medical waste due to the illness or physical condition of our clie nts and in connection with performing
laboratory tests. The management of infectious medical waste is subject to regulation under various federal, state and local environmental laws that establish
management requirements for such waste. These requirements include record-keeping, notice and reporting obligations. Management believes that our operations are
generally in compliance with environmental and health and safety regulatory requirements or that any non-compliance will not result in a material liabilit y or cost to
achieve compliance. Historically, the costs of achieving and maintaining compliance with environmental laws and regulations at our facilities, including our
laboratory, have not been material. See Item 1A . Risk Factors — “ We could face risks a ssociated with, or arising out of, environmental, health and safety laws and
regulations. ”
Employees
As of December 31, 2018, we employed approximately 1,900 people. Employees at the Sunrise House facility in New Jersey are part of a labor union. As
a result of our Sunrise House facility entering into a three-year collective bargaining agreement with the union on June 14, 2017, a majority of our employees at
Sunrise House are now represented by a collective bargaining agreement. None of our other employees are represented by a labor union or covered by a collective
bargaining agreement. We believe that our employee relations are good.
Available Information
We file periodic and current reports, proxy statements and other information with the Securities and Exchange Commission (the “SEC”). We are an
electronic filer, and the SEC maintains an Internet site at http://www.sec.gov that contains the reports, proxy and information statements and other information we
file electronically. Our website address is www.americanaddictioncenters.org . We make available free of charge, through our website, our annual report on
Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and all amendments to those reports filed or furnished pursuant to Section 13 or 15(d) of
the Securities Exchange Act of 1934, as amended, or the Exchange Act, as soon as reasonably practicable after such material is electronically filed with or furnished
to the SEC. Our website and the information contained therein or linked thereto are not intended to be incorporated into this Annual Report on Form 10-K.
Previously filed Annual Reports on Form 10-K and quarterly reports on Form 10-Q for the periods affected by the restatement described in the aforementioned
Explanatory Note have not been, and will not be, amended. Accordingly, investors should no longer rely upon the Company’s previously filed financial statements
for these periods and any earnings releases or other communications that were filed or furnished relating to these periods.
Item 1A. Risk Factors
Our actual operating results may differ materially from those described in forward-looking statements as a result of various factors, including but not
limited to, those described below. You should carefully consider the following risk factors in addition to the other information included in this Annual Report on
Form 10-K.
Risks Related to Our Business

Our revenue, profitability and cash flows could be materially adversely affected if we are unable to operate certain key treatment facilities, our corporate
office or our laboratory facilities.
We derive a significant portion of our revenue from four treatment facilities located in California, Florida, Nevada and Texas. It is likely that a small
number of facilities will continue to contribute a significant portion of our total revenue in any given year for the foreseeable future. Additionally, we have a
centralized corporate office that houses our accounting, billing and collections, information technology, and admissions center departments, centralized marketing
offices and a high complexity laboratory that conducts quantitative drug testing and other laboratory services. If any event occurs that results in a complete or partial
shutdown of any of these facilities, our centralized corporate office, our centralized marketing offices or laboratory, including, without limitation, any material
changes in legislative, regulatory, economic, environmental or competitive conditions in these states or natural disasters such as hurricanes, earthquakes, tornadoes
or floods or prolonged airline disruptions due to a natural disaster or for any reason, such event could lead to decreased revenue and/or higher operating costs, which
could have a material adverse effect on our revenue, profitability and cash flows.

We rely on our multi-faceted sales and marketing program to continuously attract and enroll clients in our network of facilities. Our sales and marketing
program includes the use of digital media, including our recovery resource websites that provide information about addiction treatment and connect
website visitors with our helpline. Any disruption in our national sales and marketing program, including our digital marketing resources, could have a
material adverse effect on our business, financial condition and results of operations.
We believe our national sales and marketing program provides us with a competitive advantage compared to treatment facilities that primarily target local
geographic areas, use fewer marketing channels to attract clients and have fewer treatment options than we can provide. If any disruption occurs in our national sales
and marketing program for any reason, or if we are unable to effectively attract and enroll new clients to our network of facilities, our ability to maintain census
could be adversely affected, which could have a material adverse effect on our business, financial condition and results of operations.
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Internet search engines play an increasingly important role in addiction t reatment marketing. Google and other search engines use complex algorithms to
rank websites. The algorithms take into account many factors, including the domain name itself, website content and user-friendly factors such as the speed at which
the website p ages may be clicked through and viewed. We cannot predict or control changes in algorithms and website rankings, which may result in lower ranking
search results for our websites. Additionally, Google and other online platforms have instituted review proce sses required to advertise on their websites. Some of
these processes are time-consuming, complex and continuously evolving. We cannot predict how these private processes, rules and restrictions will evolve or be
applied to individual advertising applicant s. Unexpected changes in these areas may result in a decrease in calls to our admissions center, a decrease in interactions
with potential clients and a lowering of our census, which could have and material adverse effects on our business, financial condit ion and results of operations.
In addition, our ability to grow or even to maintain our existing level of business depends significantly on our ability to establish and maintain close
working and referral relationships with hospitals, other treatment facilities and clinicians, employers, alumni, employee assistance programs and other referral
sources. We have no binding commitments with any of these referral sources. We may not be able to maintain our existing referral relationships or develop and
maintain new relationships in existing or new markets. Negative changes to our existing referral relationships may cause the number of people to whom we provide
care to decrease, which could have material adverse effects on our business, financial condition and results of operations.

If reimbursement rates paid by third-party payors are reduced, if we are unable to maintain favorable contract terms with payors or comply with our
payor contract obligations, or if third-party payors otherwise restrain our ability to obtain or provide services to clients, our business, financial condition
and results of operation could be adversely affected. This risk is heightened because we are generally an “out-of-network” provider.
Managed care organizations and other third-party payors pay for the services that we provide to many of our clients. For 2018, approximately 90% of our
revenue was reimbursable by third-party payors, including amounts paid by such payors to clients, with the remaining portion payable directly by our clients. If any
of these third-party payors reduce their reimbursement rates or elect not to cover some or all of our services, our business, financial condition and results of
operations may be materially adversely affected.
In addition to limits on the amounts payors will pay for the services we provide to their members, controls imposed by third-party payors designed to
reduce admissions and the length of stay for clients, including preadmission authorizations and utilization review, have affected and are expected to continue to
affect our facilities. Utilization review entails the review of the admission and course of treatment of a client by third-party payors. Inpatient utilization, average
lengths of stay and occupancy rates continue to be negatively affected by payor-required preadmission authorization and utilization review and by payor pressure to
maximize outpatient and alternative healthcare delivery services for less acutely ill clients. We believe that generally, health insurance companies have become more
stringent and aggressive with respect to addiction treatment providers; taking measures that have put pressure on reimbursement rates, length of stay and timing of
reimbursement. We expect that payor efforts to impose more stringent cost controls will continue. Although we are unable to predict the effect these controls and
changes could have on our operations, significant limits on the scope of services reimbursed and on reimbursement rates and fees could have a material adverse
effect on our business, financial condition and results of operations. If the rates paid or the scope of substance use treatment services covered by third-party
commercial payors are reduced, our business, financial condition and results of operations could be materially adversely affected.
Third-party payors often use plan structures, such as narrow networks or tiered networks, to encourage or require clients to use in-network providers. Innetwork providers typically provide services through third-party payors for a negotiated lower rate or other less favorable terms. Third-party payors generally
attempt to limit use of out-of-network providers by requiring clients to pay higher copayment and/or deductible amounts for out-of-network care. Additionally, thirdparty payors have become increasingly aggressive in attempting to minimize the use of out-of-network providers by disregarding the assignment of payment from
clients to out-of-network providers (i.e., sending payments directly to clients instead of to out-of-network providers), capping out-of-network benefits payable to
clients, waiving out-of-pocket payment amounts and initiating litigation against out-of-network providers for interference with contractual relationships, insurance
fraud and violation of state licensing and consumer protection laws. The majority of third-party payors consider certain of our facilities to be “out-of-network”
providers. If third-party payors continue to impose and to increase restrictions on out-of-network providers, our revenue could be threatened, forcing our facilities to
participate with third-party payors and accept lower reimbursement rates compared to our historic reimbursement rates.
Third-party payors also are entering into sole source contracts with some healthcare providers, which could effectively limit our pool of potential clients.
Moreover, third-party payors are beginning to carve out specific services, including substance abuse treatment and behavioral health services, and establish small,
specialized networks of providers for such services at fixed reimbursement rates. Continued growth in the use of carve-out arrangements could materially adversely
affect our business to the extent we are not selected to participate in such smaller specialized networks or if the reimbursement rate is not adequate to cover the cost
of providing the service.
If reimbursement rates paid by federal or state healthcare programs are reduced or if government payors otherwise restrain our ability to obtain or provide
services to clients, our business, financial condition and results of operation could be adversely affected.
Managed care organizations and other third-party payors, both government and commercial, pay for the services that we provide to many of our clients.
Following the acquisition of AdCare, a portion of our revenues come from government healthcare
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programs, principally Medicare and Medicaid. Payments from federal and state government programs are subject to statutory and regulatory changes, administrative
rulings, interpretations and dete rminations, requirements for utilization review, and federal and state funding restrictions, all of which could materially increase or
decrease program payments, as well as affect the cost of providing service to patients and the timing of payments to faci lities. We are unable to predict the effect of
recent and future policy changes on our operations. In addition, the uncertainty and fiscal pressures placed upon federal and state governments as a result of, among
other things, deterioration in general econ omic conditions and the funding requirements from the federal healthcare reform legislation, may affect the availability of
taxpayer funds for Medicare and Medicaid programs. Changes in government healthcare programs may reduce the reimbursement we receive and could adversely
affect our business and results of operations.
As federal healthcare expenditures continue to increase, and state governments continue to face budgetary shortfalls, federal and state governments have
made, and continue to make, significant changes in the Medicare and Medicaid programs. These changes include reductions in reimbursement levels and to new or
modified demonstration projects authorized pursuant to Medicaid waivers. Some of these changes have decreased, or could decrease, the amount of money we
receive for our services relating to these programs. In some cases, private third-party payers rely on all or portions of Medicare payment systems to determine
payment rates. Changes to government health care programs that reduce payments under these programs may negatively impact payments from private third-party
payers.
In addition to limits on the amount payors will pay for the services we provide to their members, government and commercial payors attempt to control
costs by imposing controls designed to reduce admissions and the length of stay for clients, including preadmission authorizations and utilization review. The ability
of governmental payors to control healthcare costs using these measures may be enhanced by the increasing consolidation of insurance and managed care companies
and vertical integration of health insurers with healthcare providers. Although we are unable to predict the effect these controls and changes could have on our
operations, significant limits on the scope of services reimbursed and on reimbursement rates and fees could have a material adverse effect on our business, financial
condition and results of operations. If the rates paid or the scope of substance use treatment services covered by government payors are reduced, our business,
financial condition and results of operations could be materially adversely affected.

If we overestimate the reimbursement amounts that payors will pay us for out-of-network services performed, it would increase our revenue adjustments,
which could have a material adverse effect on our revenue, profitability and cash flows and lead to significant shifts in our results of operations from
quarter to quarter that may make it difficult to project long-term performance.
For out-of-network services, we recognize revenue from payors at the time services are provided based on our estimate of the amount that payors will pay
us for the services performed. We estimate the net realizable value of revenue by adjusting gross client charges using our expected realization and applying this
discount to gross client charges. A significant or sustained decrease in our collection rates could have a material adverse effect on our operating results. There is no
assurance that we will be able to maintain or improve historical collection rates in future reporting periods.
Estimates of net realizable value are subject to si gnificant judgment and approximation by management. It is possible that actual results could differ from
the historical estimates management has used to help determine the net realizable value of revenue. If our actual collections either exceed or are less than the net
realizable value estimates, we will record a revenue adjustment, either positive or negative, for the difference between our estimate of the receivable and the amount
actually collected in the reporting period in which the collection occurred. A significant negative revenue adjustment could have a material adverse effect on our
revenue, profitability and cash flows in the reporting period in which such adjustment is recorded. In addition, if we record a significant revenue adjustment, either
positive or negative, in any given reporting period, it may lead to significant changes in our results from operations from quarter to quarter, which may limit our
ability to make accurate long-term predictions about our future performance.

Certain third-party payors account for a significant portion of our revenue, and the reduction of reimbursement rates or coverage of services by any such
payor could have a material adverse effect on our revenue, profitability and cash flows.
Certain payors may account for a significant portion of our revenue on an annual basis. These more significant payors can also change from year to year.
If any of these or other third-party payors reduce their reimbursement rates for the services we provide or otherwise implement measures, such as specialized
networks, that reduce the payments we receive, our revenue, profitability and cash flows could be materially adversely affected.
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A deterioration in the collectability of the accounts receivable could have a mater ial adverse effect on our business, financial condition and results of
operations.
Collection of receivables from third-party payors and clients is critical to our operating performance. Our primary collection risks are (i) the risk of
overestimating our net revenue at the time of billing, which may result in us receiving less than the recorded receivable, (ii) the risk of non-payment as a result of
commercial insurance companies denying claims, (iii) in certain states, the risk that clients will fail to remit insurance payments to us when the commercial
insurance company pays out-of-network claims directly to the client and (iv) resource and capacity constraints that may prevent us from handling the volume of
billing and collection issues in a timely manner. Additionally, our ability to hire and retain experienced personnel affects our ability to bill and collect accounts in a
timely manner. We routinely review accounts receivable balances in conjunction with these factors and other economic conditions that might ultimately affect the
collectability of the client accounts and adjust our allowances as warranted. Significant changes in business operations, payor mix or economic conditions, including
changes resulting from legislation or other health reform efforts (including to repeal or significantly change the Affordable Care Act), could affect our collection of
accounts receivable, cash flows and results of operations. In addition, increased client concentration in states that permit commercial insurance companies to pay
out-of-network claims directly to the client instead of the provider, such as California and Nevada, could adversely affect our collection of receivables. Unexpected
changes in reimbursement rates by third-party payors could have a material adverse effect on our business, financial condition and results of operations.

Our business depends on our information systems. Failure to effectively integrate, manage and keep our information systems secure could disrupt our
operations and have a material adverse effect on our business.
Our business depends on effective and secure information systems that assist us in, among other things, admitting clients to our facilities, monitoring
census and utilization, processing and collecting claims, reporting financial results, measuring outcomes and quality of care, managing regulatory compliance
controls and maintaining operational efficiencies. These systems include software developed in-house and systems provided by external contractors and other service
providers. To the extent that these external contractors or other service providers become insolvent or fail to support the software or systems, our operations could be
negatively affected. Our facilities also depend upon our information systems for electronic medical records, accounting, billing, collections, risk management,
payroll and other information. If we experience a reduction in the performance, reliability or availability of our information systems, our operations and ability to
process transactions and produce timely and accurate reports could be adversely affected.
Our information systems and applications require continual maintenance, upgrading and enhancement to meet our operational needs. We regularly
upgrade and expand our information systems’ capabilities. If we experience difficulties with the transition and integration of information systems or are unable to
implement, maintain or expand our systems properly or in a timely manner, we could suffer from, among other things, operational disruptions, regulatory problems,
working capital disruptions and increases in administrative expenses.
In addition, we could be subject to cybersecurity risks such as a cyber-attack that bypasses our information technology security systems and other security
incidents that result in security breaches, including the theft, loss, destruction or misappropriation of individually identifiable health information subject to HIPAA
and other privacy and security laws, proprietary business information or other confidential or personal data. Such an incident could disrupt our information
technology systems, impede clinical operations, cause us to incur significant investigation and remediation expenses, and subject us to litigation, government
inquiries, penalties and reputational damages. Information security and the continued development, maintenance and enhancement of our safeguards to protect our
systems, data, software and networks are a priority for us. As security threats continue to evolve, we may be required to expend significant additional resources to
modify and enhance our safeguards and investigate and remediate any information security vulnerabilities. Cyber-attacks may also impede our ability to exercise
sufficient disclosure controls. If we are subject to cyber-attacks or security breaches, our business, financial condition and results of operations could be adversely
impacted.
Further, our information systems are vulnerable to damage or interruption from fire, flood, natural disaster, power loss, telecommunications failure, breakins and similar events. A failure to implement our disaster recovery plans or ultimately restore our information systems after the occurrence of any of these events
could have a material adverse effect on our business, financial condition and results of operations. Because of the confidential health information that we store and
transmit, loss, theft or destruction of electronically-stored information for any reason could expose us to a risk of regulatory action, litigation, liability to clients and
other losses.

Our acquisition strategy exposes us to a variety of operational, integration and financial risks, which may have a material adverse effect on our business,
financial condition and results of operations.
An element of our business strategy is to grow by acquiring other companies and assets in the mental health and substance abuse treatment industry. We
evaluate potential acquisition opportunities consistent with the normal course of our business. Our ability to complete acquisitions is subject to a number of risks and
variables, including our ability to negotiate mutually agreeable terms with the counterparties, our ability to finance the purchase price and our ability to obtain any
licenses or other approvals required to operate the assets to be acquired. We may not be successful in identifying and consummating suitable acquisitions, which may
impede our growth and negatively affect our results of operations, and may also require a significant amount of management
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resources. In addition , rapid growth through acquisitions exposes us to a variety of operational and financial risks. We summarize the most significant of these risks
below.
Integration risks . We must integrate our acquisitions with our existing operations. This process involves various components of our business and the
businesses we have acquired, including the following:
•

physicians and employees who are not familiar with our operations;

•

clients who may elect to switch to another substance abuse treatment provider;

•

assignment or termination of material contracts, including commercial payor agreements;

•

regulatory compliance programs and state and federal licensing requirements; and

•

disparate operating, information and record keeping systems and technology platforms.

The integration of acquisitions with our operations could be expensive, require significant attention from management, may impose substantial demands on our
operations or other projects and may impose challenges on the combined business including, without limitation, consistencies in business standards, procedures,
policies, business cultures, internal controls and compliance. In addition, certain acquisitions require a capital outlay, and the return we achieve on such invested
capital may be less than the return that we could achieve on other projects or investments.
Expected benefits may not materialize . When evaluating potential acquisition targets, we identify potential synergies and cost savings that we expect to
realize upon the successful completion of the acquisition and the integration of the related operations. We may, however, be unable to achieve or may otherwise
never realize the expected benefits. Our ability to realize the expected benefits from potential cost savings and revenue improvement opportunities is subject to
significant business, economic and competitive uncertainties, many of which are beyond our control. Such uncertainties may include changes to regulations
impacting the substance abuse treatment and behavioral healthcare industries, reductions in reimbursement rates from third-party payors, operating difficulties,
difficulties obtaining required licenses and permits, client preferences, changes in competition and general economic or industry conditions. If we do not achieve our
expected results, it may adversely impact our results of operations.
Assumptions of unknown liabilities. Businesses that we acquire may have unknown or contingent liabilities, including, without limitation, liabilities for
failure to comply with healthcare laws and regulations. Although we typically attempt to exclude significant liabilities from our acquisition transactions and seek
indemnification from the sellers of such facilities for at least a portion of these matters, we may experience difficulty enforcing those indemnification obligations, or
we may incur material liabilities in excess of any indemnification for the past activities of acquired facilities. Such liabilities and related legal or other costs and/or
resulting damage to a facility’s reputation could negatively impact our business.
Completing acquisitions. Suitable acquisitions may not be accomplished due to unfavorable terms. Further, the cost of an acquisition could result in a
dilutive effect on our results of operations, depending on various factors, including the amount paid for an acquired facility, the acquired facility’s results of
operations, the fair value of assets acquired and liabilities assumed, effects of subsequent legislation and limits on reimbursement rate increases. In addition, we may
have to pay cash, incur additional debt or issue equity securities to pay for any such acquisition, which could adversely affect our financial results, result in dilution
to our existing stockholders, result in increased fixed obligations or impede our ability to manage our operations.
Managing growth. Some of the facilities we have acquired or may acquire in the future had or may have significantly lower operating margins than the
facilities we operated prior to the time of our acquisition thereof or had or may have operating losses prior to such acquisition. If we fail to improve the operating
margins of the facilities we acquire, operate such facilities profitably or effectively integrate the operations of acquired facilities, our results of operations could be
negatively impacted.

Our level of indebtedness could adversely affect our ability to meet our obligations, react to changes in the economy or our industry and to raise additional
capital to fund our operations.
As of December 31, 2018, we had total debt of $319.2 million outstanding. Additionally, on March 8, 2019, we entered into that certain Credit Agreement
(the “2019 Senior Credit Facility”) with Credit Suisse AG, as administrative agent and collateral agent, and the lenders party thereto for a principal loan amount of
$30 million. In conjunction with that agreement, we amended our existing senior credit facility. A summary of the material terms of our indebtedness can be found in
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources.”
We have historically relied on debt financing to partially fund our acquisitions, de novo projects, facility expansions and operations, and we expect such
debt financing needs to continue. Our level of indebtedness could have important consequences to our stockholders. For example, it could:
•

make it more difficult for us to satisfy our obligations with respect to our indebtedness, resulting in possible defaults on, and acceleration of,
such indebtedness;

•

increase our vulnerability to general adverse economic and industry conditions;
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•

require us to dedicate a substantial portion of our cash flows from operations to payments on indebtedness, thereby reducing the availability of
such cash flows to fund working capital, capital expenditures and other general corporate requirements or to carry out other aspects of our
business;

•

limit our ability to obtain additional financing to fund future working capital, capital expenditures and other general corporate requirements or
to carry out other aspects of our business;

•

limit our ability to make material acquisitions or take advantage of business opportunities that may arise; and

•

place us at a potential competitive disadvantage compared to our competitors that have less debt.

Our operating flexibility is limited in significant respects by the restrictive covenants in our credit facilities, and we may be unable to comply with all covenants
in the future.
On June 30, 2017, the Company entered into a senior secured credit agreement with Credit Suisse AG, as administrative agent and collateral agent and the
lenders party thereto (the “2017 Credit Facility”), which we have subsequently amended on March 1, 2018 and March 8, 2019. The March 8, 2019 amendment was
made in conjunction with our entrance into the 2019 Senior Credit Facility for a principal loan amount of $30 million which matures on April 15, 2020 (we refer to
the “2019 Senior Credit Facility,” together with our 2017 Credit Facility, as our “Credit Facilities”). Our Credit Facilities impose restrictions that could impede our
ability and our subsidiaries’ ability to enter into certain corporate transactions, as well as increases our vulnerability to adverse economic and industry conditions, by
limiting our flexibility in planning for, and reacting to, changes in our business and industry. These restrictions limit our ability to, among other things:
•

incur or guarantee additional debt;

•

pay dividends on our capital stock;

•

redeem, repurchase, retire or otherwise acquire any of our capital stock;

•

enter into leases, including those in connection with sale-leaseback transactions;

•

make certain payments or investments;

•

create liens on our assets;

•

make any substantial change in the nature of our business as it is currently conducted; and

•

merge or consolidate with other companies or transfer all or substantially all of our assets.

In addition, our Credit Facilities require us to meet a senior leverage ratio financial covenant and may preclude additional borrowings. This restriction
may prevent us from taking actions that we believe would be in the best interests of our business and may make it difficult for us to successfully execute our business
strategy or effectively compete with companies that are not similarly restricted. Our Credit Facilities also contains cross-default and cross-acceleration provisions
that would apply to other material indebtedness we may have. We may also incur future debt obligations that might subject us to additional restrictive covenants that
could affect our financial and operational flexibility. Our ability to comply with these restrictive covenants in future periods will largely depend on our ability to
successfully implement our overall business strategy. We cannot assure you that we will be granted any waivers or amendments to our Credit Facilities if for any
reason we are unable to comply with their terms in the future. The breach of any of these covenants or restrictions could result in a default under our credit facilities,
which could result in the acceleration of our debt. In the event of an acceleration of our debt, we could be forced to apply all available cash flows to repay such debt
and could be required to enter into insolvency proceedings.
A transition away from LIBOR as a reference rate for financial contracts could negatively affect our income and expenses and the value of various financial
contracts.
LIBOR is used extensively in the United States and globally as a benchmark for various commercial and financial contracts, including adjustable rate
mortgages, corporate debt, interest rate swaps and other derivatives. LIBOR is set based on interest rate information reported by certain banks, which may stop
reporting such information after 2021. It is uncertain at this time whether LIBOR will change or cease to exist or the extent to which those entering into financial
contracts will transition to any other particular benchmark. Other benchmarks may perform differently than LIBOR or alternative benchmarks have performed in the
past or have other consequences that cannot currently be anticipated. It is also uncertain what will happen with instruments that rely on LIBOR for future interest rate
adjustments and which remain outstanding if LIBOR ceases to exist.
We have a number of loans, derivative contracts, borrowings and other financial instruments, including the Credit Facilities, with attributes that are either
directly or indirectly dependent on LIBOR. The transition from LIBOR could create considerable costs and additional risk. Since proposed alternative rates are
calculated differently, payments under contracts referencing new rates will differ from those referencing LIBOR. The transition will change our market risk profiles,
requiring changes to risk and pricing models, valuation tools, product design and hedging strategies. Furthermore, failure to adequately manage this transition
process could
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adversely us. Although we are currently unable to assess what the ultimate impact of the transition from LIBOR will be, failure t o adequately manage the transition
could have a material adverse effect on our business, financial condition and results of operations.
Liquidity risk could impair our ability to fund operations and meet our obligations as they become due, and our funding sources may be insufficient to fund our
future operations and growth.
Liquidity is essential to our business. Liquidity risk is the potential that we will be unable to meet our obligations as they come due because of an inability
to obtain adequate funding. An inability to obtain such funding, at competitive rates or at all, could have a substantial negative effect on our liquidity. Our access to
funding sources in amounts adequate to finance our activities or on terms that are acceptable to us could be impaired by factors that affect us specifically or the
healthcare industry or economy in general.
Any substantial, unexpected and/or prolonged change in the level or cost of liquidity could have a material adverse effect on our ability to fund our future
operations and growth, which could have a material adverse effect on our assets, business, cash flow, condition (financial or otherwise), liquidity, prospects and
results of operations.
The uncertainties associated with the factors described above raise substantial doubt about our ability to continue as a going concern. In order for us to
continue operations beyond the next twelve months and to be able to discharge its liabilities and commitments in the normal course of business, we must do some or
all of the following: (i) improve operating results by increasing census while maintaining efficiency regarding operating expenses through the cost savings initiatives
implemented in late 2018 and early 2019; (ii) execute strategic alternatives related to our real-estate portfolio which could include further sale leasebacks of
individual facilities or larger portions of the real estate portfolio (iii) sell additional non-core or non-essential assets; and/or (iv) obtain additional financing. There
can be no assurance that we will be able to achieve any or all of the foregoing.
We will need additional financing to execute our long-term business plan and fund operations, at which time additional financing may not be available on
reasonable terms or at all.
To fund our acquisition development and operational strategies, we may consider raising additional funds through various financing sources, including the
sale of our common or preferred stock and the procurement of commercial debt financing. However, there can be no assurance that such funds will be available on
commercially reasonable terms, if at all. If such financing is not available on satisfactory terms, we may be unable to expand or continue our business as desired and
operating results may be adversely affected. Any debt financing will increase expenses and must be repaid regardless of operating results and may involve
restrictions limiting our operating flexibility. If we issue equity securities to raise additional funds, the percentage ownership of our existing stockholders will be
reduced, and our stockholders may experience additional dilution in net book value per share.
Our ability to obtain needed financing may be impaired by such factors as the capital markets, both generally and specifically in our industry, which could
impact the availability or cost of future financings. Any deterioration of credit and capital markets may adversely affect our access to sources of funding, and we
cannot be certain that we will have access to adequate capital to fund our acquisition and development strategies when needed. In addition, substantial sales of our
common stock by existing stockholders could adversely affect our stock price and limit our ability to raise capital. If the amount of capital we are abl e to raise from
financing activities, together with our revenue from operations, is not sufficient to satisfy our capital needs, we may be required to decrease the pace of, or eliminate,
our acquisition strategy and potentially reduce or even cease operations.

Our business may face significant risks with respect to future de novo expansion, including the time and costs of identifying new geographic markets, the
ability to obtain necessary licensure and other zoning or regulatory approvals and significant start-up costs including advertising, marketing and the costs
of providing equipment, furnishings, supplies and other capital resources.
As part of our growth strategy, we intend to develop new substance abuse treatment facilities in existing and new markets, either by building a new
facility or by acquiring an existing facility with an alternative use and repurposing it as a substance abuse treatment facility. Such de novo expansion involves
significant risks, including, but not limited to, the following:
•

the time and costs associated with identifying locations in suitable geographic markets, which may divert management attention from existing
operations;

•

the possibility of changes to comprehensive zoning plans or zoning regulations that imposes additional restrictions on use or requirements,
which could impact our expansion into otherwise suitable geographic markets;

•

the need for significant advertising and marketing expenditures to attract clients;

•

our ability to provide each de novo facility with the appropriate equipment, furnishings, materials, supplies and other capital resources;

•

our ability to obtain licensure and accreditation, establish relationships with healthcare providers in the community and delays or difficulty in
installing our operating and information systems;
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•

the costs of evaluating new markets, hiring experienced local physicians, management and staff and opening new facilities, and the time lags
between these activities and the generation of sufficient revenue to support the costs of the e xpansion; and

•

our ability to finance de novo expansion and possible dilution to our existing stockholders if our common stock is used as consideration.

As a result of these and other risks, there can be no assurance that we will be able to develop de novo treatment facilities or that a de novo treatment
facility will become profitable; such expansion could expose us to liabilities or loss.

Our ability to maintain census is dependent on a number of factors outside of our control, and if we are unable to maintain census, our business, results of
operations and cash flows could be materially adversely affected.
Our revenue is directly impacted by our ability to maintain census. These metrics are dependent on a variety of factors, many of which are outside of our
control, including our referral relationships, average length of stay of our clients, the extent to which third-party payors require preadmission authorization or
utilization review controls, competition in the industry and the decisions of our clients to seek and commit to treatment. Further, our census depends upon the
effectiveness of our multi-faceted marketing program. See above, Item 1A. Risk Factors — “ We rely on our multi-faceted sales and marketing program to
continuously attract and enroll clients in our network of facilities. Our sales and marketing program includes the use of digital media, including our recovery
resource websites that provide information about addiction treatment and connect website visitors with our helpline. Any disruption in our national sales and
marketing program, including our digital marketing resources, could have a material adverse effect on our business, financial condition and results of operations. ” A
significant decrease in census could materially adversely affect our revenue, profitability and cash flows due to fewer or lower reimbursements received, and the
additional resources required to collect accounts receivable and to maintain our existing level of business.
Given the client-driven nature of the substance abuse treatment sector, our business is dependent on clients seeking and committing to treatment.
Although increased awareness and de-stigmatization of substance abuse treatment in recent years has resulted in more people seeking treatment, the decision of each
client to seek treatment is ultimately discretionary. In addition, even after the initial decision to seek treatment, our clients may decide at any time to discontinue
treatment and leave our facilities against the advice of our physicians and other treatment professionals. For this reason, among others, average length of stay can
vary among periods without correlating to the overall operating performance of our business. If clients or potential clients decide not to seek treatment or discontinue
treatment early, census could decrease and, as a result, our business, financial condition and results of operations could be adversely affected.

We operate in a highly competitive industry where competition may lead to declines in client volumes and an increase in labor costs, which could have a
material adverse effect on our business, financial condition and results of operations.
The substance abuse treatment industry is highly competitive, and competition among substance abuse treatment providers (including behavioral
healthcare facilities) for clients has intensified in recent years. In 2018, there were approximately 4,200 substance abuse treatment businesses in the United States.
There are behavioral healthcare facilities that provide substance abuse and other mental health treatment services comparable to at least some of the services offered
by our facilities in each of the geographical areas in which we operate. Some of our competitors are owned by tax-supported governmental agencies or by nonprofit
corporations and may have certain financial advantages not available to us, including endowments, charitable contributions, tax-exempt financing and exemptions
from sales, property and income taxes. In some markets, certain of our competitors may have greater financial resources, be better equipped and offer a broader
range of services than we do. Some of our competitors are local, independent operators or physician groups with strong established reputations within the
surrounding communities, which may adversely affect our ability to attract new patients in markets where we compete with such providers. If our competitors are
better able to attract clients, expand services or obtain favorable participation agreements with third-party payors, we may experience a decline in client volume,
which could have a material adverse effect on our business, financial condition and results of operations.
Our operations depend on the efforts, abilities and experience of our management team, physicians and medical support personnel, including our nurses,
mental health technicians, therapists, addiction counselors, pharmacists and clinical technicians. We compete with other healthcare providers in recruiting and
retaining qualified management, mental health technicians, therapists, nurses, counselors, and other support personnel responsible for the daily operations of our
facilities. The nationwide shortage of nurses and other medical support personnel has been a significant operating issue facing our industry in recent years. This
shortage may require us to enhance our wages and benefits to recruit and retain nurses and other medical support personnel or require us to hire expensive temporary
personnel. If we are unable to attract and retain qualified personnel, we may be unable to provide our services, the quality of our services may decline and we could
experience a decline in client volume, all of which could have a material adverse effect on our business, financial condition and results of operations.
Increased labor union activity is another factor that could adversely affect our labor costs. A labor union represents our employees at Sunrise House. As a
result, with respect to our Sunrise House facilities, we are subject to the risk of labor disputes, strikes, work stoppages, slowdowns and other labor-relations matters.
Although we are not aware of any union organizing activity at any of our other facilities, we are unable to predict whether any such activity will take place in the
future.
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We depend heavily on key executive s and other key management personnel, and the departure of one or more of our key executives or other key
management personnel could have a material adverse effect on our business, financial condition and results of operations.
The expertise and efforts of our key executives, including our chief executive officer, and other management personnel are critical to the success of our
business. We do not currently have employment agreements or non-compete covenants with any of our key executives. The loss of the services of one or more of our
key executives could significantly undermine our management expertise and our ability to provide efficient, quality healthcare services at our facilities. Furthermore,
if one or more of our key executives were to terminate employment with us and engage in a competing business, we would be subject to increased competition,
which could have a material adverse effect on our business, financial condition and results of operations.

Failure to adequately protect our trademarks and any other proprietary rights could have a material adverse effect on our business, financial condition
and results of operations.
We maintain a trademark portfolio that we consider to be of significant importance to our business, and we may acquire additional trademarks or other
proprietary rights in acquisitions that we pursue as part of our growth strategy. If the actions we take to establish and protect our trademarks and other proprietary
rights are not adequate to prevent imitation of our services by others or to prevent others from seeking to block sales of our services as an alleged violation of their
trademarks and proprietary rights, it may be necessary for us to initiate or enter into litigation in the future to enforce our trademark rights or to defend ourselves
against claimed infringement of the rights of others. The cost of any such legal proceedings could be expensive and such legal proceedings could result in an adverse
determination that could have a material adverse effect on our business, financial condition and results of operations.

Failure to maintain effective internal control over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act could have a material
adverse effect on our business.
We are subject to significant corporate regulation as a public company and failure to comply with all applicable regulations could subject us to liability or
negatively affect our stock price. As a publicly traded company, we are subject to a significant body of regulation, including the Sarbanes-Oxley Act of 2002. We are
required to maintain effective internal control over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act in the course of preparing our
consolidated financial statements. If we are unable to maintain effective internal control over financial reporting, we may be unable to report our financial
information on a timely basis or may suffer adverse regulatory consequences or violations of New York Stock Exchange listing rules. There could also be a negative
reaction in the financial markets due to a loss of investor confidence in us and the reliability of our financial statements. Confidence in our financial statements could
be impacted as a result of the material weakness in our internal control over financial reporting. In addition, we have incurred and will continue to incur incremental
costs in order to improve our internal control over financial reporting and comply with Section 404 of the Sarbanes-Oxley Act, including increased auditing and legal
fees.
Management’s determination that a material weakness exists in our internal controls over financial reporting could have a material adverse impact on the
Company.
We are required to maintain internal control over financial reporting to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of our financial statements for external purposes in accordance with generally accepted accounting principles. In Item 9A of this Annual Report on
Form 10-K, the Company’s has identified a material weakness in its internal control over financial reporting as noted in Management’s Report on Internal Control
over Financial Reporting.
Based on the evaluation of this material weakness, the Chief Executive Officer and Chief Financial Officer have concluded that the Company’s internal
controls over financial reporting were not effective as of December 31, 2018 to ensure that information required to be disclosed by the Company in the reports that it
files or submits under the Exchange Act is recorded, processed, summarized and reported, within the time periods specified in the SEC’s rules and forms, and that
such information is accumulated and communicated to management, including our Chief Executive Officer and Chief Financial Officer, as appropriate to allow
timely decisions regarding required disclosures. Based on a number of factors, our internal review that identified restatements to our previously issued financial
statements, and efforts to develop a detailed plan and timetable for the implementation of measures designed to remediate the material weakness in internal control
over financial reporting described in this Annual Report on Form 10-K, we believe the consolidated financial statements in this Annual Report on Form 10-K fairly
present, in all material respects, our financial position, results of operations and cash flows as of the dates, and for the periods, presented, in conformity with GAAP.
Pending the Company’s remediation of the matters that have caused the control deficiencies underlying the material weakness, our business and results of operations
could be harmed, we may be unable to report properly or timely the results of our operations, and investors may lose faith in the reliability of our financial
statements. Accordingly, the price of our securities may be adversely and materially impacted.
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We could be required to write down goodwill and other intangible assets.
At December 31, 2018, our goodwill and other identifiable intangible assets were $211.0 million. Under current accounting standards, if we determine
goodwill or other identifiable intangible assets are impaired, we are required to write down the carrying value of these assets. We conduct a review at least annually
to determine whether goodwill is impaired. We cannot provide assurance, however, that we will not be required to take an impairment charge in the future. Any
impairment charge would have an adverse effect on our stockholders’ equity and financial results and could cause a decline in our stock price.
Risks Related to Regulatory Matters

If we fail to comply with the extensive laws and government regulations impacting our industry, we could suffer penalties, be the subject of federal and
state investigations or be required to make significant changes to our operations, which may reduce our revenue, increase our costs and have a material
adverse effect on our business, financial condition and results of operations.
Healthcare service providers are required to comply with extensive and complex laws and regulations at the federal, state and local government levels
relating to, among other things:
•

licensure, certification and accreditation of substance use treatment services;

•

licensure, CLIA certification and accreditation of laboratory services;

•

handling, administration and distribution of controlled substances;

•

necessity and adequacy of care and quality of services;

•

licensure, certification and qualifications of professional and support personnel;

•

referrals of clients and permissible relationships with physicians and other referral sources;

•

claim submission and collections, including penalties for the submission of, or causing the submission of, false, fraudulent or misleading
claims and the failure to repay overpayments in a timely manner;

•

extensive conditions of participation for Medicare and Medicaid programs

•

consumer protection issues and billing and collection of client-owed accounts issues;

•

communications with clients and consumers, including laws intended to prevent misleading marketing practices;

•

privacy and security of health-related information, client personal information and medical records;

•

physical plant planning, construction of new facilities and expansion of existing facilities;

•

activities regarding competitors;

•

FDA laws and regulations related to drugs and medical devices;

•

operational, personnel and quality requirements intended to ensure that clinical testing services are accurate, reliable and timely;

•

health and safety of employees;

•

handling, transportation and disposal of medical specimens and infectious and hazardous waste;

•

corporate practice of medicine, fee-splitting, self-referral and kickback prohibitions, including recent state and federal laws intended to
eliminate bribes and kickbacks; and

•

the SUPPORT for Patients and Communities Act, which became law on October 24, 2018.

The United States has recently enacted the EKRA to create a new federal crime for knowingly and willfully: (1) soliciting or receiving any remuneration
in return for referring a patient to a recovery home, clinical treatment facility, or laboratory; or (2) paying or offering any remuneration to induce such a referral or in
exchange for an individual using the services of a recovery home, clinical treatment facility, or laboratory. Certain states, including Florida, have enacted similar
laws, or will likely enact similar laws in the future.
As a provider of addiction treatment services, we are subject to governmental investigations and potential claims and lawsuits by clients, employees and others,
which may increase our costs, cause reputational issues and have a material adverse effect on our business, financial condition results of operations and
reputation.
Given the addiction and mental health issues of clients and the nature of the services provided, the substance abuse treatment industry is heavily regulated
by governmental agencies and involves significant risk of liability. We and others in our industry are exposed to the risk of governmental investigations, regulatory
actions and whistleblower lawsuits or other claims against us and our
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physicians and other professionals arising out of our day to day business operations, including, without limitation, cl ient treatment at our facilities and relationships
with healthcare providers that may refer clients to us. Addressing any investigation, lawsuit or other claim may distract management and divert resources, even if we
ultimately prevail. Regardless of the o utcome of any such investigation, lawsuit or claim, the publicity and potential risks associated with the investigation, lawsuit
or claim could harm our reputation or the reputation of our management and negatively impact the perception of the Company by c lients, investors or others and
could have a materially adverse impact on our financial condition and results of operations. Fines, restrictions, penalties and damages imposed as a result of an
investigation or a successful lawsuit or claim that is not cov ered by, or is in excess of, our insurance coverage may increase our costs and reduce our profitability.
Our insurance premiums have increased year over year, and insurance coverage may not be available at a reasonable cost in the future, especially given the
significant increase in insurance premiums generally experienced in the healthcare industry.
We are also subject to an inherent risk of potential medical malpractice lawsuits and other potential claims or legal actions in the ordinary course of
business. From time to time, we are subject to claims alleging that we did not properly treat or care for a client that we failed to follow internal or external
procedures that resulted in death or harm to a client or that our employees mistreated our clients, resulting in death or harm. Any deficiencies in the quality of care
provided by our employees could expose to governmental investigations and lawsuits from our patients. Some of these actions may involve large claims as well as
significant defense costs. We cannot predict the outcome of these lawsuits or the effect that findings in such lawsuits may have on us. In an effort to resolve one or
more of these matters, we may decide to negotiate a settlement, and amounts we pay to settle any of these matters may be material. All professional and general
liability insurance we purchase is subject to policy limitations. We believe that, based on our past experience, our insurance coverage is adequate considering the
claims arising from the operation of our facilities. While we continuously monitor our coverage, our ultimate liability for professional and general liability claims
could change materially from our current estimates. If such policy limitations should be partially or fully exhausted in the future or if payments of claims exceed our
estimates or are not covered by our insurance, they could have a material adverse effect on our financial condition and results of operations.
We care for a large number of clients with complex medical conditions, special needs or who require a substantial level of care and supervision. There is
an inherent risk that our clients could be harmed while in treatment, whether through negligence, by accident or otherwise. Further, clients might engage in behavior
that results in harm to themselves, our employees or to one or more other individuals. Patient safety incidents may result in regulatory enforcement actions, negative
press about us or the addiction treatment industry generally and lawsuits filed by plaintiff’s lawyers against us. These developments could diminish public perception
of the quality of our services, which in turn could lead to a loss of client placements and referrals, resulting in a material adverse effect on our business, results of
operations and financial condition.
Failure to comply with these laws and regulations could result in the imposition of significant civil or criminal penalties, loss of license or certification or
require us to change our operations, or the exclusion of one or more facilities from participation in the Medicare, Medicaid and other federal and state healthcare
programs, any of which may have a material adverse effect on our business, financial condition and results of operations. Both federal and state government agencies
as well as commercial payors have heightened and coordinated civil and criminal enforcement efforts as part of numerous ongoing investigations of healthcare
organizations.
We endeavor to comply with all applicable legal and regulatory requirements, however, there is no guarantee that we will be able to adhere to all of the
complex government regulations that apply to our business. We seek to structure all of our relationships with referral sources and clients to comply with applicable
anti-kickback laws, physician self-referral laws, fee-splitting laws and state corporate practice of medicine prohibitions. We monitor these laws and their
implementing regulations and implement changes as necessary. However, the laws and regulations in these areas are complex and often subject to varying
interpretations. For example, if an enforcement agency were to challenge the compensation paid under our contracts with professional physician groups, we could be
required to change our practices, face criminal or civil penalties, pay substantial fines or otherwise experience a material adverse effect as a result.

We may be required to spend substantial amounts to comply with legislative and regulatory initiatives relating to privacy and security of client health
information.
There are currently numerous legislative and regulatory initiatives at the federal and state levels addressing client privacy and security concerns. In
particular, the Part 2 Regulations restrict the disclosure, and regulate the security, of client identifiable information related to substance abuse. These requirements
apply to any of our facilities that receive federal assistance, which is interpreted broadly to include facilities licensed, certified or registered by a federal agency. In
addition, the federal privacy and security regulations issued under HIPAA require our facilities to comply with extensive requirements on the use and disclosure of
protected health information and to implement and maintain administrative, physical and technical safeguards to protect the security of such information. Additional
security requirements apply to electronic protected health information. These regulations also provide clients with substantive rights with respect to their health
information and impose substantial administrative obligations on our facilities, including the requirement to enter into written agreements with contractors, known as
business associates, to whom our programs disclose protected health information. We may be subject to penalties as a result of a business associate violating HIPAA,
if the business associate is found to be our agent. Covered entities must notify individuals, HHS and, in some cases, the media of breaches involving unsecured
protected health information. HHS and state attorneys general are authorized to enforce these
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regulations. Violations of the HIPAA privacy and security regulations may result in significant civil and criminal penalties, and data breaches and other HIPAA
violations may give rise to class action lawsuits by affected client s under state law.
Our programs remain subject to any privacy-related federal or state laws that are more restrictive than the HIPAA privacy and security regulations. These
laws vary by state and may impose additional requirements and penalties. For example, some states impose strict restrictions on the use and disclosure of health
information pertaining to mental health or substance abuse. Further, most states have enacted laws and regulations that require us to notify affected individuals in the
event of a data breach involving individually identifiable information. In addition, the Federal Trade Commission may use its consumer protection authority to
initiate enforcement actions in response to data breaches or other privacy or security lapses.
As public attention is drawn to issues related to the privacy and security of medical and other personal information, federal and state authorities may
increase enforcement efforts, seek to impose harsher penalties as well as revise and expand laws or enact new laws concerning these topics. Compliance with current
as well as any newly established provisions or interpretations of existing requirements will require us to expend significant resources. Increased focus on privacy and
security issues by enforcement authorities may increase the overall risk that our substance abuse treatment facilities may be found lacking under federal and state
privacy and security laws and regulations.

Our treatment facilities operate in an environment of increasing state and federal enforcement activity and private litigation targeted at healthcare
providers.
Both federal and state government agencies have heightened and coordinated their civil and criminal enforcement efforts as part of numerous ongoing
investigations of healthcare companies and various segments of the healthcare industry. These investigations relate to a wide variety of topics, including
relationships with physicians, billing practices and use of controlled substances. The Affordable Care Act included an additional $350 million of federal funding
over ten years to fight healthcare fraud, waste and abuse, including $10 million for each of federal fiscal years 2018 through 2020. The HHS Office of Inspector
General and the Department of Justice have established national enforcement initiatives that focus on specific billing practices or other suspected areas of abuse.
Some of our facilities participate in Medicare or Medicaid and, therefore, could be subject to government investigation. Furthermore, even though we operate a
number of facilities that do not currently bill Medicare or Medicaid for substance use treatment services, there is a risk that specific investigative initiatives or new
laws such as EKRA could result in investigations or enforcement actions that include or affect our treatment services, laboratory service providers, or marketing
operations. In addition, increased government enforcement activities, even if not directed towards our treatment facilities or laboratories, also increase the risk that
our facilities, physicians and other clinicians furnishing services in our facilities, or our executives and directors, could be named as defendants in private litigation
such as state or federal false claims act cases or consumer protection cases, or could become the subject of complaints at the various state and federal agencies that
have jurisdiction over our operations. Any governmental investigations, private litigation or other legal proceedings involving any of our facilities or laboratories,
our executives or our directors, even if we ultimately prevail, could result in significant expense, adversely affect our reputation or profitability and materially
adversely affect our financial condition and results of operation. In addition, we may be required to make changes in our laboratory, substance use treatment services
or marketing or other operational practices as a result of an adverse determination in any governmental enforcement action, private litigation or other legal
proceeding, which could materially adversely affect our business and results of operations.

Changes to federal, state and local regulations, as well as different or new interpretations of existing regulations, could adversely affect our operations and
profitability.
Because our treatment programs and operations are regulated at federal, state and local levels, we could be affected by regulatory changes in different
regional markets. Increases in the costs of regulatory compliance and the risks of noncompliance may increase our operating costs, and we may not be able to
recover these increased costs, which may adversely affect our results of operations and profitability.
Many of the current laws and regulations are relatively new, including the EKRA and recent state laws intended to prohibit deceptive marketing practices
in the addiction treatment industry. Thus, we do not always have the benefit of significant regulatory or judicial interpretation of these laws and regulations.
Evolving interpretations or enforcement of these laws and regulations could subject our current or past practices to allegations of impropriety or illegality or could
require us to make changes in our treatment facilities, equipment, personnel, services or capital expenditure programs. A determination that we have violated these
laws, or a public announcement that we are being investigated for possible violations of these laws, could adversely affect our business, operating results and overall
reputation in the marketplace.
In addition, federal, state and local regulations may be enacted that impose additional requirements on our facilities. Adoption of legislation or the
creation of new regulations affecting our facilities could increase our operating costs, restrain our growth or limit us from taking advantage of opportunities
presented and could have a material adverse effect on our business, financial condition and results of operations. Adverse changes in existing comprehensive zoning
plans or zoning regulations that impose additional restrictions on the use of, or requirements applicable to, our facilities may affect our ability to operate our existing
facilities or acquire new facilities, which may adversely affect our results of operations and profitability.
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We are subject to uncertainties regarding the direction and impac t of healthcare reform efforts, particularly efforts to repeal or significantly modify the
Affordable Care Act.
The healthcare industry is subject to changing political, regulatory, scientific and technological changes, which have resulted and may continue to result
in initiatives intended to reform the industry. The most prominent of recent efforts, the Affordable Care Act, as currently structured, provides for increased access to
coverage for healthcare and seeks to reduce healthcare-related expenses. Among other mandates, it requires all new small group and individual market health plans
to cover ten essential health benefit categories, which currently include substance abuse addiction and mental health disorder services. However, efforts by the
executive branch and some members of Congress to repeal or make fundamental changes to the Affordable Care Act, its implementation and/or its interpretation
have cast significant uncertainty on the future of the law. For example, in 2017, Congress eliminated the penalties associated with the individual mandate, effective
January 2019, which may affect rates of insurance coverage. We are unable to predict the full impact of the Affordable Care Act and related regulations or the
impact of its repeal or modification on our operations in light of the uncertainty regarding whether or how the law will be changed, what alternative reforms, if any,
may be enacted or what other actions may be taken. Any government efforts related to health reform may have an adverse effect on our business, results of
operations, cash flow, capital resources and liquidity. Moreover, the general uncertainty of health reform efforts, particularly if Congress elects to repeal provisions
of the Affordable Care Act but delays the implementation of repeal or fails to enact replacement provisions at the time of repeal, may negatively impact our payment
sources or demand for our services.
The expansion of health insurance coverage under the Affordable Care Act has been beneficial to the substance abuse treatment industry. This is due, in
part, to higher demand for treatment services, which resulted from the requirement that small group and individual market plans comply with the requirements of the
Mental Health Parity and Addiction Equity Act of 2008, which previously applied only to group health plans and group insurers. The 21 st Century Cures Act
requires development of an action plan for enhanced enforcement of mental health parity requirements and additional guidance for health plans regarding
compliance with parity laws. Increased demand for treatment services may bring new competitors to the market, some of which may be better capitalized and have
greater market penetration than we do. In addition, we expect increased demand for substance use treatment services to increase the demand for case managers,
therapists, medical technicians and others with clinical expertise in substance abuse treatment, which may make it more difficult to adequately staff our substance
abuse treatment facilities and could significantly increase our costs in delivering treatment, which may adversely affect both our operations and profitability.
One of the many impacts of the Affordable Care Act and subsequent legislation has been a dramatic increase in payment reform efforts by federal and
state government payors as well as commercial payors. These efforts take many forms, including the growth of accountable care organizations, pay-for-performance
bonus arrangements, partial capitation arrangements and the bundling of services into a single payment. One result of these efforts is that more risk of the overall
cost of care is being transferred to providers. As institutional providers and their affiliated physicians assume more risk for the cost of care, we expect more services
to be furnished within provider networks that are formed for these types of payment arrangements. Our ability to compete and to retain our traditional sources of
clients may be adversely affected by our exclusion from such networks or our inability to be included in such networks.

Change of ownership or change of control requirements imposed by state and federal licensure and certification agencies as well as third-party payors may
limit our ability to timely realize opportunities, adversely affect our licenses and certifications, interrupt our cash flows and adversely affect our
profitability.
State licensure laws and many federal healthcare programs (where applicable) impose a number of obligations on healthcare providers undergoing a
change of ownership or change of control transaction. These requirements may require new license applications as well as notices given a fixed number of days prior
to the closing of affected transactions. These provisions require us to be proactive when considering both internal restructuring and acquisitions of other treatment
companies. Failure to provide such notices or to submit required paperwork can adversely affect licensure on a going forward basis, can subject the parties to
penalties and can adversely affect our ability to operate our facilities.
Many third-party payor agreements, including government payor programs, also have change of ownership or change of control provisions. Such
provisions generally include a prior notice provision as well as require the consent of the payor in order to continue the terms of the payor agreement. Abiding by the
terms of such provisions may reopen pricing negotiations with third-party payors where the provider currently has favorable reimbursement terms as compared to the
market. Failure to comply with the terms of such provisions can result in a breach of the underlying third-party payor agreement. Currently, we relatively have few
third-party payor agreements; however, as substance abuse treatment coverage and payment reform initiatives continue to expand, these types of provisions could
have a significant impact on our ability to realize opportunities and could adversely affect our cash flows and profitability.

State efforts to regulate the construction or expansion of healthcare facilities could impair our ability to operate and expand our facilities.
The construction of new healthcare facilities, the expansion, transfer or change of ownership of existing facilities and the addition of new beds, services or
equipment may be subject to state laws that require a determination of public need and prior approval by state regulatory agencies under CON laws or other
healthcare planning initiatives. Review of CONs and similar proposals may be lengthy and may require public hearings. States in which we now or may in the future
operate may require CONs under certain
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circumstances not currently applicable to us or may impose standards and other health planning requirements upon us. Violation of these state laws and our failure to
obtain any ne cessary state approval could:
•

result in our inability to acquire a targeted facility, complete a desired expansion or make a desired replacement; or

•

result in the revocation of a facility’s license or imposition of civil or criminal penalties on us, any of which could have a material adverse effect on
our business, financial condition and results of operations.

If we are unable to obtain required regulatory, zoning or other required approvals for renovations and expansions, our growth may be restrained, and our
operating results may be adversely affected. In the past, we have not experienced any material adverse effects from such requirements, but we cannot predict their
future impact on our operations.

We could face risks associated with, or arising out of, environmental, health and safety laws and regulations.
We are subject to various federal, state and local laws and regulations that:
•

regulate certain activities and operations that may have environmental or health and safety effects, such as the generation, handling and disposal of
medical and pharmaceutical wastes;

•

impose liability for costs of cleaning up, and damages to natural resources from, past spills, waste disposals on and off-site and other releases of
hazardous materials or regulated substances; and

•

regulate workplace safety.

Compliance with these laws and regulations could increase our costs of operation. Violation of these laws may subject us to significant fines, penalties or
disposal costs, which could negatively impact our results of operations, financial position or cash flows. We could be responsible for the investigation and
remediation of environmental conditions at currently or formerly operated or leased sites, as well as for associated liabilities, including liabilities for natural resource
damages, third-party property damage or personal injury resulting from lawsuits that could be brought by the government or private litigants relating to our
operations, the operations of our facilities or the land on which our facilities are located. We may be subject to these liabilities regardless of whether we lease or own
the facility, and regardless of whether such environmental conditions were created by us or by a prior owner or tenant, or by a third-party or a neighboring facility
whose operations may have affected such facility or land, because liability for contamination under certain environmental laws can be imposed on current or past
owners or operators of a site without regard to fault. We cannot assure you that environmental conditions relating to our prior, existing or future sites or those of
predecessor companies whose liabilities we may have assumed or acquired will not have a material adverse effect on our business.

We may be unable to successfully implement the compliance program requirements imposed by the State of California.
On October 21, 2016, we entered into a Permanent Injunction and Final Judgement (“PIFJ”) relating to the criminal charges filed in connection with the
death of a client in 2010 at one of our former locations. Pursuant to the terms of the PIFJ, we were required to, among other things, (i) institute the (“California
Compliance Program”) with respect to our California facilities that includes maintaining or developing and implementing certain policies and procedures to promote
each covered facility’s compliance with applicable statutes, regulations and the PIFJ, under the responsibility of our chief compliance officer; (ii) establish a
compliance committee composed of the compliance officer and senior personnel responsible for overseeing clinical operations and (iii) establish an oversight
committee of the Board of Directors, or a committee of the Board of Directors, to review the adequacy and responsiveness of the California Compliance Program. In
addition, we are required to retain a qualified independent monitor through April 25, 2019 to assess the effectiveness of our quality control systems and patient care.
Since 2016, we have incurred costs in connection with the implementation of and compliance under the California Compliance Program and PIFJ, and
expect to incur additional costs in connection with the California Compliance Program and with the PIFJ. The Company has been subject to the California
Compliance Program for more than two years and continues to comply with its obligations and interactions with the Compliance Officer. Such efforts will be
ongoing during the full term of the California Compliance Program. If we are not able to successfully fulfill our obligations under the California Compliance
Program or timely implement recommendations made by the Compliance Officer in connection with the California Compliance Program, the BMFEA may pursue
remedies under the PIFJ, including assessment of fines and civil and criminal actions. Should the BMFEA pursue remedies under the PIFJ, we could face significant
fines and actions, which could have a material adverse effect on our business, financial condition, results of operations and cash flows.

Changes in tax laws or their interpretations, or becoming subject to additional U.S., state or local taxes, could negatively affect our business, financial
condition and results of operations.
We are subject to tax liabilities, including federal and state taxes such as excise, sales/use, payroll, franchise, withholding, and ad valorem taxes. Changes
in tax laws or their interpretations could decrease the amount of revenues we receive, the value of any tax loss carryforwards and tax credits recorded on our balance
sheet and the amount of our cash flow, and have a material adverse impact on our business, financial condition and results of operations. Some of our tax liabilities
are subject to periodic audits by the respective taxing authority which could increase our tax liabilities. If we are required to pay additional taxes, our costs would
increase,
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and our net income would be reduced, which could have a material adverse effect on our business, financial condition and results of operations.
On December 22, 2017, President Trump signed into law the “Tax Cuts and Jobs Act,” which includes significant changes to the taxation of business
entities. These changes include, among others, a reduction in the corporate income tax rate. We continue to examine the impact this tax reform legislation may have
on our business. Notwithstanding the reduction in the corporate income tax rate, the overall impact of this tax reform is uncertain, and our business and financial
condition could be adversely affected.
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Risks Related to Our Organization al Structure
Our directors, executive officers and certain employees and their respective affiliates have substantial control over the company and could delay or prevent a
change in corporate control.
Our directors, executive officers and certain employees owned, in the aggregate, approximately 33.1% of our outstanding common stock as of December
31, 2018. Michael T. Cartwright, our Chairman and Chief Executive Officer, and his affiliates owned approximately 19.4% of our common stock as of December 31,
2018. As a result, these stockholders, acting together, have substantial control over the outcome of matters submitted to our stockholders for approval, including the
election of directors and any merger, consolidation or sale of all or substantially all of our assets. In addition, these stockholders, acting together, will continue to
have significant influence over the management and affairs of our company. Accordingly, this concentration of ownership may have the effect of:
•

delaying, deferring or preventing a change in corporate control;

•

impeding a merger, consolidation, takeover or other business combination involving us; or

•

discouraging a potential acquirer from making a tender offer or otherwise attempting to obtain control of us.

Anti-takeover provisions in our articles of incorporation, bylaws and Nevada law could prevent or delay a change in control of our company.
Provisions in our articles of incorporation and amended and restated bylaws, which we refer to as our bylaws, may discourage, delay or prevent a merger,
acquisition or change of control. These provisions could also discourage proxy contests and make it more difficult for stockholders to elect directors and take other
corporate actions. These provisions:
•

permit our Board of Directors to issue up to 5,000,000 shares of preferred stock, with any rights, preferences and privileges as they may
designate, including the right to approve an acquisition or other change in our control;

•

provide that the authorized number of directors may be changed only by resolution of the Board of Directors;

•

provide that all vacancies, including newly created directorships, may, except as otherwise required by law, be filled by the affirmative vote of
a majority of directors then in office, even if less than a quorum;

•

provide that stockholders seeking to present proposals before a meeting of stockholders or to nominate candidates for election as directors at a
meeting of stockholders must provide notice in writing in a timely manner and also specify requirements as to the form and content of a
stockholder’s notice;

•

provide that our stockholders may not take action by written consent, but may only take action at annual or special meetings of our
stockholders;

•

do not provide for cumulative voting rights (therefore allowing the holders of a majority of the shares of common stock entitled to vote in any
election of directors to elect all of the directors standing for election, if they should so choose); and

•

provide that special meetings of our stockholders may be called only by the Chairman of the Board of Directors, our Chief Executive Officer
and the Board of Directors pursuant to a resolution adopted by a majority of the total number of authorized directors or the holders of a
majority of the outstanding shares of voting stock.

We are an emerging growth company, and we cannot be certain if the reduced reporting requirements applicable to emerging growth companies will make our
common stock less attractive to investors.
We are an “emerging growth company” as defined under the Jumpstart Our Business Startups Act (the “JOBS Act”). For as long as we continue to be an
emerging growth company, we may take advantage of exemptions from various reporting requirements that are applicable to other public companies that are not
emerging growth companies, including not being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act, reduced
disclosure obligations regarding executive compensation in our periodic reports and proxy statements and exemptions from the requirements of holding a nonbinding
advisory vote on executive compensation and stockholder approval of any golden parachute payments not previously approved. We could be an emerging growth
company until December 31, 2019. If some investors find our common stock less attractive because we may rely on these exemptions, there may be a less active
trading market for our common stock, and our stock price may be more volatile.
Under the JOBS Act, emerging growth companies can also delay adopting new or revised accounting standards until such time as those standards apply to
private companies. We have irrevocably elected not to avail ourselves of this extended transition period for implementing new or revised accounting standards and,
therefore, will comply with new or revised accounting standards on the relevant dates on which adoption of such standards is required for other public companies
that are not emerging growth companies.
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It em 1B. Unresolved Staff Comments
None.
Item 2. Properties
A listing of our owned and leased facilities is included in Item 1. Business of this Annual Report on Form 10-K under the heading Facilities .
Additionally, we lease approximately 102,000 square feet of office space located at 200 Powell Place in Brentwood, Tennessee for our corporate headquarters and
admissions center. The initial term of the lease is for ten years, with one option to extend the lease for five years. We also lease laboratory space in Brentwood,
Tennessee to perform quantitative drug testing and other laboratory services that support our treatment facilities. We believe that these facilities are in good
condition and suitable for our present requirements.
Item 3. Legal Proceedings
RSG Litigation
On June 30, 2017, Jeffrey Smith, Abhilash Patel and certain of their affiliates (“Plaintiffs”) filed a lawsuit in the Superior Court of the State of California
in Los Angeles County against the Company, AAC, Sober Media Group, LLC, and certain of the Company’s current and former officers ( Jeffrey Smith, Abhilash
Patel v. American Addiction Centers, Inc. et al. ) (the Smith Litigation). Plaintiffs are former owners of Referral Solutions Group, LLC (RSG) and Taj Media, LLC,
which were acquired by the Company in July 2015. The plaintiffs generally alleged that, in connection with the Company’s acquisition, the defendants violated
California securities laws and further allege intentional misrepresentation, common law fraud, equitable fraud, promissory estoppel, civil conspiracy to conceal an
investigation and civil conspiracy to conceal profitability. On November 21, 2018, the Company entered into a settlement (the “Settlement”) with Plaintiffs
providing that (i) the Company pay Plaintiffs an aggregate of $8,000,000 (the “Settlement Payment”) in payments to be made throughout 2019, (ii) mutual exchange
of releases, (iii) dismissal of the litigation and (iv) other non-monetary terms. In connection with the Settlement, the Company also agreed to release its former
officer and director, Jerrod N. Menz (“Menz”) from his agreement to contribute 300,000 shares to the settlement of a previously settled securities class action lawsuit
in exchange for Menz releasing his claim for indemnification arising out of the Smith Litigation.
SEC Matter
The Company provided general accounting, finance and governance documentation in response to a subpoena received from the SEC in March 2018.
Following this initial document request, the Commission requested additional information pertaining to the Company’s accounting for partial payments from
insurance companies, where the Company is continuing to pursue additional collections for the estimated balance. Beginning in the third quarter of 2018, the
Company’s Audit Committee initiated a review of the Company’s accounting for these partial payments. The Audit Committee has completed this review. In
connection with this review, the Audit Committee determined that the Company’s change in estimate of the collectability of accounts receivable relating to partial
payments was appropriate. See Note 2. Basis of Presentation — Change in Accounting Estimate . The Commission’s investigation is ongoing, and the Company is
continuing to fully cooperate on this matter. The Commission’s investigation is neither an allegation of wrongdoing nor a finding that any violation of law has
occurred. At this time, the Company is unable to predict the final outcome of this matter or what impact it might have on the Company’s consolidated financial
position, results of operations or cash flows.
Other
The Company is also aware of various other legal matters arising in the ordinary course of business. To cover these other types of claims as well as the
legal matters referenced above, the Company maintains insurance it believes to be sufficient for its operations, although some claims may potentially exceed the
scope of coverage in effect and the insurer may argue that some claims, including, without limitation, the claims described above, are excluded from coverage.
Plaintiffs in these matters may also request punitive or other damages that may not be covered by insurance. Except as described above, after taking into
consideration the evaluation of such matters by the Company’s legal counsel, the Company’s management believes at this time that the anticipated outcome of these
matters will not have a material impact on the Company’s consolidated financial position, results of operations or cash flows.
Item 4. Mine Safety Disclosures
Not applicable.
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PA RT II
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
Stock Performance Graph
The following graph compares the cumulative total return on our common stock during the period from October 2, 2014 (the day our common stock
began trading on the NYSE) through December 31, 2018, with the cumulative total return of the S&P 500 Index and the S&P Health Care Index. The S&P 500
Index includes 500 companies representing all major industries. The S&P Health Care Index is a group of 62 companies involved in a variety of healthcare related
businesses. The graph assumes $100 invested on October 2, 2014 in our common stock and in each index and assumes reinvestment of dividends, if any. Stock price
performance shown in the graph is not necessarily indicative of future stock performance.

AAC Holdings, Inc.
S&P 500
S&P 500 Health Care Index

$
$
$

10/2/2014
100.00
100.00
100.00

12/31/2014
167.14
105.79
108.38

12/31/2015
103.03
105.02
114.03

12/31/2016
39.14
115.04
109.06

12/31/2017
48.65
137.38
130.88

12/31/2018
7.57
128.81
137.01

Dividend Policy
The Company has never declared or paid cash dividends on our common stock. We currently intend to retain all available funds and any future earnings
to support our operations and finance the growth and development of our business, and therefore, we do not anticipate paying cash dividends in the foreseeable
future. Any future determination related to the payment of dividends will be made at the discretion of our Board of Directors and will depend on, among other
factors, our results of operations, financial condition, capital requirements, contractual restrictions, business prospects and other factors our Board of Directors may
deem relevant. The Company is also restricted under the terms of our Credit Facilities from declaring or making, or agreeing to declare or make, any dividend on our
common stock.
Equity Compensation Plan Information
See “Part III — Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters” for information regarding
securities authorized for issuance under our equity compensation plans.
Unregistered Sale of Equity Securities
None.
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Issuer Purchases of Equity Securities by the Issuer and Affiliated Purchasers
During the three months ended December 31, 2018, the Company had no publicly announced plans or programs to repurchase shares. However, the
Company withheld shares of Company common stock to satisfy employee minimum statutory tax withholding obligations payable upon the vesting of restricted
stock, as follows:
Aggregate
Total number of shares
Maximum number of shares
Total number of
price paid per
purchased as part of publicly
that may yet to be purchased
shares purchased
share
announced plans or programs
under the plans or programs
October 1, 2018 through October 31, 2018
3,631
7.00
—
—
November 1, 2018 through November 30,
—
—
—
—
2018
December 1, 2018 through December 31,
14,233
1.40
—
—
2018
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It em 6. Selected Financial Data
The following table presents our selected historical consolidated financial data as of the dates and for the periods indicated. The selected financial data set
forth below as of and for the years ended December 31, 2017, 2016, and 2015 have been restated to reflect adjustments to our previously issued financial statements
as more fully discussed in Item 7 - Management’s Discussion and Analysis of Financial Condition and Results of Operations , in Note 2A - Restatement of
Previously Issued Financial Statements and in Note 17, Unaudited Quarterly Information (Restated) included in Item 8 of this Annual Report on Form 10-K. The
following data should be read in conjunction with Management’s Discussion and Analysis of Financial Condition and Results of Operations and the consolidated
financial statements of the Company, including the notes thereto, in Items 7 and 8, respectively; of this Annual Report on Form 10-K in order to fully understand
factors that may affect the comparability of the financial data. The selected financial data in this section is not intended to replace our consolidated financial
statements and the related notes. Our historical results are not necessarily indicative of results that may be expected in the future.

2018
Income Statement Data:
Revenues
Client related revenue
Non-client related revenue
Total revenue
Operating expenses
Salaries, wages and benefits
Client related services
Provision for doubtful accounts
Advertising and marketing
Professional fees
Other operating expenses
Rentals and leases
Litigation settlement
Depreciation and amortization
Acquisition-related expenses
Total operating expenses
(Loss) income from operations
Interest expense, net
Loss on extinguishment of debt
Gain on contingent consideration
Bargain purchase gain
Other expense (income), net
(Loss) income before income tax expense
Income tax (benefit) expense
Net (loss) income
Less: net loss attributable to noncontrolling interest
Net (loss) income attributable to AAC Holdings, Inc.
stockholders
BHR Series A Preferred Unit dividend
Redemption of BHR Series A preferred Units
Net (loss) income available to AAC Holdings, Inc.
common stockholders
Earnings per share attributable to common stockholders:
Basic (loss) earnings per common share
Diluted (loss) earnings per common share
Weighted-average common shares outstanding:
Basic
Diluted

$

2017

284,525
11,238
295,763

$

Year Ended December 31,
Restated 2016
Restated 2015
Restated
(Dollars in thousands, except share data)

308,538
9,103
317,641

$

270,569
9,201
279,770

$

205,752
6,509
212,261

2014

$

132,968
—
132,968

174,772
32,747
366
13,744
19,894
47,716
10,367
11,136
21,986
573
333,301
(37,538)
32,220
—
(501)
—
465
(69,722)
(3,004)
(66,718)
7,314

146,390
27,031
25,932
12,315
12,638
36,309
7,514
23,607
21,504
1,162
314,402
3,239
16,811
5,435
—
—
116
(19,123)
(1,742)
(17,381)
4,508

141,073
24,446
38,549
18,275
16,468
29,627
7,363
1,292
17,686
2,691
297,470
(17,700)
8,175
—
(1,350)
—
(500)
(24,025)
2,345
(26,370)
5,152

91,406
15,754
42,381
20,821
10,316
22,708
5,298
2,379
7,837
3,401
222,301
(10,040)
3,607
—
—
(1,775)
(725)
(11,147)
4,299
(15,446)
2,833

54,707
10,794
11,391
15,683
8,075
13,518
2,106
487
4,662
845
122,268
10,700
1,872
—
—
—
(93)
8,921
2,555
6,366
1,182

(59,404)
—
—

(12,873)
—
—

(21,218)
—
—

(12,613)
(147)
(534)

7,548
(693)
—

$

(59,404) $

(12,873) $

(21,218) $

(13,294) $

6,855

$

(2.47) $

(0.55) $

(0.93) $

(0.62) $

0.41

$

(2.47) $

(0.55) $

(0.93) $

(0.62) $

0.41

24,090,639
24,090,639

23,277,444
23,277,444
34

22,718,117
22,718,117

21,605,037
21,605,037

16,557,655
16,619,180

Balance Sheet Data (as of the end of the period):
Cash and cash equivalents
Total assets
Total debt, including current portion
Total stockholders' equity, including noncontrolling interests

$
$
$
$

5,409
452,277
319,158
42,273

$
$
$
$

13,818
391,565
201,173
99,458

$
$
$
$

3,964
341,954
189,106
110,372

$
$
$
$

18,750
291,781
145,141
112,701

$
$
$
$

48,540
145,952
28,641
95,141

Previously filed Annual Reports on Form 10-K and Quarterly Reports on Form 10-Q for the periods affected by the restatement have not been, and will
not be, amended. Accordingly, investors should no longer rely upon the Company’s previously released financial statements for these periods and any earnings
releases or other communications relating to these periods.
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It em 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations
This Annual Report on Form 10-K contains forward-looking statements within the meaning of the federal securities laws. These forward-looking
statements are made only as of the date of this Annual Report. In some cases, you can identify forward-looking statements by terms such as “anticipates,”
“believes,” “could,” “estimates,” “expects,” “may,” “potential,” “predicts,” “projects,” “should,” “will,” “would,” and similar expressions intended to identify
forward-looking statements, although not all forward-looking statements contain these words. Forward-looking statements may include information concerning the
Company’s possible or assumed future results of operations, including descriptions of the Company’s revenue, profitability, outlook and overall business strategy.
These statements involve known and unknown risks, uncertainties and other factors that may cause our actual results and performance to be materially different
from the information contained in the forward-looking statements. These risks, uncertainties and other factors include, without limitation: (i) our inability to
effectively operate our facilities; (ii) our reliance on our sales and marketing program to continuously attract and enroll clients; (iii) a reduction in reimbursement
rates by certain third-party payors for inpatient and outpatient services and point-of-care and definitive lab testing; (iv) our failure to successfully achieve growth
through acquisitions and de novo projects; (v) risks associated with estimates of the value of accounts receivable or deterioration in collectability of accounts
receivable; (vi) a failure to achieve anticipated financial results from contemplated and prior acquisitions ; (vii) the possibility that a governmental entity may
prohibit, delay or refuse to grant approval for the consummation of an acquisition; (viii) our failure to achieve anticipated financial results from contemplated and
prior acquisitions; (ix) a disruption in our ability to perform diagnostic laboratory services; (x) maintaining compliance with applicable regulatory authorities,
licensure and permits to operate our facilities and laboratories; (xi) a disruption in our business and reputational and economic risks associated with the civil
securities claims brought by shareholders or claims by various parties; (xii) inability to meet the covenants in our loan documents or lack of borrowing capacity;
and (xiii) general economic conditions, as well as other risks discussed in the “Risk Factors” section of this Annual Report on Form 10-K and our other filings with
the Securities and Exchange Commission. As a result of these factors, we cannot assure that the forward-looking statements in this annual report will prove to be
accurate. Investors should not place undue reliance upon forward-looking statements.
Overview and Background of Restatement
On March 29, 2019, the Company, the Audit Committee of the Company’s Board of Directors and executive management, in consultation with the
Company’s independent registered public accounting firm, BDO USA, LLP (“BDO”), determined that adjustments to certain of its previously issued annual and
interim financial statements were necessary and that those annual and interim financial statements could no longer be relied upon. The adjustments relate to
estimates of accounts receivable, provision for doubtful accounts and revenue for the relevant periods described below, as well as the related income tax effects.
Certain other immaterial reclassifications to the presentation of the financial statements are also reflected in the adjustments.
Subsequent to the year ended December 31, 2018 and as part of the preparation of the Company’s year-end financial statements, using recently developed
financial database analytical tools, the Company became aware of historical cash collection trends by customer that existed at the time of the issuance of the
historical financial statements. As a result of this review and after consultation and deliberation with regard to the appropriate accounting treatment, including
discussion as to the size of the adjustments, the Company concluded that this oversight by the Company of the historical collection trends by customer led to the
adjustments being considered corrections of an error under accounting principles generally accepted in the United States of America.
The adjustments resulted in an estimated increase to net income of approximately $7.7 million for the year ended December 31, 2017. The adjustments also
resulted in an estimated decrease of net income of approximately $20.6 million for the year ended December 31, 2016. Periods prior to 2016 were also impacted as a
result of the adjustments, resulting in an estimated cumulative effect adjustment of approximately $23.8 million, recorded as a reduction to stockholders’ equity on
the balance sheet as of January 1, 2016. The adjustments did not affect the previously reported cash flows from operating activities.
The Company’s previously issued annual financial statements audited by BDO and included in the Company’s Annual Report on Form 10-K for the years
ended December 31, 2017 and 2016 and the unaudited financial statements reviewed by BDO and included in the Company’s quarterly reports on Form 10-Q for the
quarters ended September 30, 2018 and 2017, June 30, 2018 and 2017, and March 31, 2018 and 2017, are being restated in this Annual Report on Form 10-K to
properly reflect these corrections.
The adjustments do not relate to the change in estimate that the Company made during the three months ended September 30, 2018 and effective as of July 1,
2018, regarding our estimate of the collectability of accounts receivable, specifically relating to accounts where the Company has received a partial payment from a
commercial insurance company, and we are continuing to pursue additional collections for the balance that we estimate remains outstanding or “partial payment
accounts receivable”.
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Effects of Restatement
The adjustments made as a result of the restatement are more fully discussed in Note 2A, Restatement of Previously Issued Financial Statements, to the
Notes to Consolidated Financial Statements included in this Annual Report on Form 10-K. To further review the effects of the accounting errors identified and the
restatement adjustments, see “Part II—Item 6. Selected Financial Data” included in this Annual Report on Form 10-K.
Previously filed Annual Reports on Form 10-K and quarterly reports on Form 10-Q for the periods affected by the restatement have not been, and will not
be, amended. Accordingly, investors should no longer rely upon the Company’s previously released financial statements for these periods and any earnings releases
or other communications relating to these periods. See Note 17, Unaudited Quarterly Information (Restated) , of the Notes to the Consolidated Financial Statements
in this Annual Report on Form 10-K for the impact of these adjustments on each of the quarterly periods in fiscal 2017 and for the first three quarters of fiscal 2018.
Quarterly reports for fiscal 2019 will include restated results for the corresponding interim periods of fiscal 2018. All amounts in this Annual Report on Form 10-K
affected by the restatement adjustments reflect such amounts restated.
Overview
We are a provider of inpatient and outpatient substance use treatment services for individuals with drug addiction, alcohol addiction and co-occurring
mental/behavioral health issues. In connection with our treatment services, we perform clinical diagnostic laboratory services and provide physician services to our
clients. Our highly trained clinical staff deploy research-based treatment programs with structured curricula for detoxification, residential treatment, partial
hospitalization and intensive outpatient care. By applying a tailored treatment program based on the individual needs of each client, many of whom require treatment
for a co-occurring mental health disorder such as depression, bipolar disorder or schizophrenia, we believe we offer the level of quality care and service necessary
for our clients to achieve and maintain sobriety.
As of December 31, 2018, we operated 11 inpatient substance abuse treatment facilities located throughout the United States, focused on delivering
effective clinical care and treatment solutions across 1,080 inpatient beds, including 700 licensed detoxification beds, 24 standalone outpatient centers, and 4 sober
living facilities across 471 beds for a total of 1,551 combined inpatient and sober living beds.
As of March 31, 2019, we operated 9 inpatient substance abuse treatment facilities, 996 inpatient beds, including 616 licensed detoxification beds, 15
standalone outpatient centers, and 4 sober living facilities across 471 beds for a total of 1,467 combined inpatient and sober living beds.
Recent Developments
Consolidation and Divestiture of Certain Markets and AdCare Acquisition
In the fourth quarter of 2018 and continuing into the first quarter of 2019, we took a number of steps to consolidate and divest certain of our markets, as
well as reduce corporate staffing and administrative expenses and increase operational efficiency. On December 1, 2018, we ceased operations at our 36-bed soberliving center and outpatient center operations in San Diego, California, consolidating its operations with our Laguna Treatment Hospital. Also, during the fourth
quarter of 2018, we announced that we were seeking strategic alternatives for our Louisiana operations, which we subsequently sold with an effective date of
January 28, 2019 pursuant to a Membership Interest Purchase Agreement among American Addiction Centers, Inc., Avenues Recovery Center of Louisiana, L.L.C.
and certain affiliates of such parties.
In February 2019, we took action to reduce bed count and staffing in our Las Vegas, Nevada market, by consolidating our Solutions Recovery treatment
operations into those of our Desert Hope operations. Earlier in 2018, we consolidated our Clinical Services of Rhode Island outpatient centers into AdCare’s Rhode
Island outpatient operations. We also consolidated our diagnostic test operations, moving our laboratory operations in Louisiana to Tennessee. During the fourth
quarter of 2018 and the first quarter of 2019, we also conducted reductions in force at our corporate headquarters in Brentwood, Tennessee and at certain of our
facilities.
In 2018, we acquired AdCare, Inc. (“AdCare”), a 114-bed hospital in Worcester, Massachusetts that also operates five outpatient centers in
Massachusetts, as well as a 59-bed residential treatment center and two outpatient centers in Rhode Island. AdCare participates in both Medicare and Medicaid and
the acquisition therefore significantly increased our company’s overall participation in governmental payor programs. AdCare was purchased for total consideration
of $85.1 million, subject to certain agreed-to adjustments. The purchase price was comprised of (i) approximately $66.8 million in cash, excluding expenses and
other adjustments, (ii) approximately $5.4 million in shares of AAC Holdings’ common stock (or 562,051 shares at $9.68 per share), (iii) a promissory note in the
aggregate principal amount of approximately $9.6 million (the “AdCare Note”), and (iv) contingent consideration valued at $0.5 million initially recorded in accrued
and other current liabilities. We acquired $2.7 million of cash on hand at AdCare, which was returned to the Seller within 60 days of the acquisition as required by
the Purchase Agreement. The contingent consideration that can be earned by the Seller ranges from zero to $1.7 million, subject to achievement of a certain adjusted
EBITDA target for the 12 months following the transaction closing date.
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Change in Accounting Estimate
During the three months ended September 30, 2018 and effective as of July 1, 2018, we made a change to our accounting estimate of the collectability of
accounts receivable, specifically relating to accounts where we have received a partial payment from a commercial insurance company and we are continuing to
pursue additional collections for the balance that we estimate remains outstanding (“partial payment accounts receivable”). Based on the limited number of claims
that were closed through our historical appeals process, information with respect to the ultimate resolution of the appeals of these partial payment accounts
receivable has been limited. As a result, initial assumptions of the ultimate collectability rates for partial payment accounts receivable were primarily based on
industry and other data. During 2018, to enhance our own collection processes, we began using a third-party vendor to pursue collections on these partial payment
accounts receivable. We are using this vendor exclusively for collection of the partial payment accounts receivable. As a result of utilizing the third-party vendor, the
number of partial payment claims closed through the appeals process has increased allowing us to rely on our own collection history and additional information
obtained from the third-party vendor to estimate ultimate collectability. This recent information indicated that our current assumptions were different from our
historical assumptions. We used this additional information to further refine our procedures to more precisely estimate the collectability of partial payment accounts
receivable. This change in estimate resulted in a reduction in revenue of approximately $6.0 million, an increase in net loss of approximately $5.7 million, or $0.24
loss per basic and diluted share for the year ended December 31, 2018. We determined this change in assumptions and estimation procedures of the collectability of
partial payment accounts receivable is a change in accounting estimate in accordance with Accounting Standards Codification (“ASC”) 250-10 “Accounting
Changes and Error Corrections.”
Key Personnel Update
In January 2018, Michael Nanko joined the Company as President & Chief Operating Officer and Andrew McWilliams was promoted to Chief Financial
Officer.
In September 2018, Stephen Ebbett joined the Company as Chief Digital & Marketing Officer. Prior to joining the Company, he served as Chief Digital
Officer of Assurant, an international, consumer-oriented provider of housing and lifestyle protection products.
Chris Chi became our Chief Legal Officer & General Counsel effective January 1, 2019, succeeding Kathryn Phillips. He previously served as General
Counsel of IASIS Healthcare, a national operator of acute care hospitals and managed care plans. Prior to that, he was a mergers and acquisitions and securities law
partner at the law firm of Bass, Berry & Sims PLC.
Bed Count Summary
The following table shows the break out of our total bed count between inpatient beds and sober living beds as of March 31, 2019 and December 31, 2018
and 2017, respectively:
As of March 31, 2019

Inpatient Beds
Sober Living Beds
Total Beds

As of December 31, 2018

996
471
1,467

As of December 31, 2017

1,080
471
1,551

939
409
1,348

Financing
2019 Senior Credit Facility
On March 8, 2019, we entered into that certain Credit Agreement 2019 Senior Credit Facility with Credit Suisse AG, as administrative agent and
collateral agent, and the lenders party thereto. The 2019 Senior Credit Facility made available to the Company a term loan in the principal amount of $30.0 million.
The 2019 Senior Credit Facility will mature on April 15, 2020. Net proceeds from funding of the 2019 Senior Credit Facility were approximately $23 million after
the payment of fees, costs and other expenses.
The 2019 Senior Credit Facility is guaranteed by the Company’s wholly-owned subsidiary, American Addiction Centers, Inc., and certain of its other
subsidiaries. The obligations are secured by a first priority lien (senior to liens granted in connection with the 2017 Credit Facility) on substantially all of the
Company’s and each subsidiary guarantor’s assets.
The 2019 Senior Credit Facility bears interest at a rate per annum equal to LIBOR (with a 1.0% floor) plus 11.00% per annum. In the event of any
repayment or prepayment of the 2019 Senior Credit Facility or any acceleration of the 2019 Senior Credit Facility after an event of default, the Company must make
a payment equal to 1.00% of the then outstanding principal amount of the 2019 Senior Credit Facility (the “Exit Payment”) if such event occurs on or prior to the
date that is nine months after the closing date of the 2019 Senior Credit Facility (the “2019 Senior Credit Facility Closing Date”). The Exit Payment will be
increased by an additional 1.0% at the end of each 30-day period after the nine-month anniversary of the 2019 Senior Credit Facility Closing Date until the 2019
Senior Credit Facility matures.
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The 2019 Senior Credit Facility re quires the Company to prepay outstanding term loans thereunder, subject to certain exceptions, with:
•

100.0% of the net cash proceeds of certain asset sales or other dispositions of property or certain casualty events;

•

100.0% of the net cash proceeds of the incurrence of debt and issuance of Disqualified Stock (as defined in the 2019 Senior Credit Facility)
other than proceeds of debt permitted under the 2019 Senior Credit Facility;

•

100.0% of the net cash proceeds of equity issuances in the event the Senior Secured Leverage Ratio (as defined in the 2019 Senior Credit
Facility) is greater than 3.00:1.00, calculated on a pro forma basis, at the time of such issuance (or such lesser percentage required for the
Senior Secured Leverage Ratio to be equal to or less than 3.00:1.00); and

•

75.0% (which percentage will be reduced to 50.0% if the Company’s Senior Secured Leverage Ratio is not greater than 3.25:1.00 and to 25.0%
if the Company’s Senior Secured Leverage Ratio is not greater than 2.75:1.00) of the Company’s annual excess cash flow (as defined by the
2019 Senior Credit Facility), but only to the extent that such excess cash flow for such fiscal year exceeds $3.0 million.

The terms of the 2019 Senior Credit Facility contains certain financial covenants, including, a maximum Senior Secured Leverage Ratio of (i) 7.75:1.00
as of the last day of the fiscal quarter ending June 30, 2019, (ii) 6.50:1.00 as of the last day of the fiscal quarter ending September 30, 2019, (iii) 6.25:1.00 as of the
last day of the fiscal quarter ending December 31, 2019, (iv) 5.75:1.00 as of the last day of the fiscal quarter ending March 31, 2020, (v) 5.50:1.00 as of the last day
of the fiscal quarter ending June 30, 2020, (vi) 5.25:1.00 as of the last day of the fiscal quarters ending September 30, 2020 and December 31, 2020, (vii) 5.00:1.00
as of the last day of the fiscal quarters ending March 31 and June 30, 2021 and (viii) 4.75:1.00 as of the last day of each fiscal quarter ending on and after December
31, 2020. The 2019 Senior Credit Facility requires the Company to periodically report to lenders with respect to, and to comply with, the Company’s operating
budget. The Company is also required to (i) maintain no less than $5.0 million at any time of cash, cash equivalents and undrawn revolving loans under the 2017
Credit Facility (“Available Liquidity”) and (ii) to maintain no less than $7.5 million of Available Liquidity for any calendar week.
Amendments to the 2017 Credit Facility
In connection with the 2019 Senior Credit Facility, on March 8, 2019, we entered into that certain Amendment and Waiver No. 1 to Credit Agreement
(the “Amendment to the 2017 Credit Facility”) together with the required lenders party thereto, Credit Suisse AG, as administrative agent and collateral agent, and
the other loan parties party thereto, amending that certain Credit Agreement (the “2017 Credit Facility”), dated as of June 30, 2017, by and among the Company,
Credit Suisse AG, as administrative agent and collateral agent, and the lenders party thereto.
The Amendment to the 2017 Credit Facility increased the interest rate on the term loans outstanding under the 2017 Credit Facility (the “2017 Term
Loans”) by, at the Company’s option, either (i) 2.00% per annum (which shall be reduced to 1.00% per annum if the Senior Secured Leverage Ratio Condition is
satisfied), payable in cash or (ii) 4.00% per annum, payable-in-kind. The Senior Secured Leverage Ratio condition, as defined in the amendment to the 2017 Credit
Facility, is satisfied. In addition, the Amendment to the 2017 Credit Facility increased the commitment fee for the undrawn portion of the revolving credit facility
under the 2017 Credit Facility from 0.50% to 1.00% per annum.
If the Company has repaid all indebtedness under the 2019 Senior Credit Facility, the Amendments to the 2017 Credit Facility requires the Company to
use net cash proceeds of certain asset sales and other dispositions of property to prepay outstanding term and revolving credit loans. If the 2017 Term Loans are
prepaid at any time, the Amendment to the 2017 Credit Facility requires the payment of (i) a 2.00% premium if paid on or prior to the first anniversary of the closing
of the Amendment to the 2017 Credit Facility and (ii) a 1.00% premium if paid after the first anniversary but before the second anniversary of the closing of the
Amendment to the 2017 Credit Facility.
The Amendment to the 2017 Credit Facility contains financial covenants with respect to the Senior Secured Leverage Ratio (as defined therein) and
budgeting and lender reporting covenants that mirror those contained in the 2019 Senior Credit Facility. It also restricts certain Company actions, including certain
acquisitions and joint venture arrangements.
On March 1, 2018, in conjunction with the AdCare Acquisition, we secured a $65.0 million incremental term loan commitment under the 2017 Credit
Facility. In connection with the incremental term loan, we incurred $2.6 million in deferred financing costs related to underwriting and other professional fees.
On March 1, 2018, and also in conjunction with the AdCare Acquisition, in consideration for covenants and agreements set forth in the Purchase
Agreement, we issued the AdCare Note to the Seller in the original principal amount of $9.6 million, which matures on September 29, 2023 and accrues interest at a
fixed rate per annum equal to 5.0%, compounded annually. Payments of principal and interest pursuant to the AdCare Note commenced on April 30, 2018 and will
continue monthly until the maturity date.
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Components of Results of Operations
Client Related Revenue . Our client related revenue primarily consists of service charges related to providing addiction treatment and related services,
including clinical diagnostic laboratory services. We recognize revenue at the estimated net realizable value in the period in which services are provided. For the
years ended December 31, 2018 and 2017, greater than 90% of our client related revenue was reimbursable by commercial payors, including amounts paid by such
payors to clients, with the remaining revenue payable directly by our clients.
Given the scale and nationwide reach of our network of substance abuse treatment facilities, we generally have the ability to serve clients located across
the country from any of our facilities, which allows us to operate our business and analyze revenue on a system-wide basis rather than focusing on any individual
facility. Revenue concentration by payor remains modest. For the years ended December 31, 2018 and 2017, no single payor accounted for more than 10% of our
revenue.
In May 2014, the FASB issued ASU 2014-09, “Revenue from Contracts with Customers” (“Topic 606”), which outlines a five-step model for recognizing
revenue and supersedes most existing revenue recognition guidance, including guidance specific to the healthcare industry. The core principle of the new standard is
that a company should recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which we
expect to be entitled in exchange for those goods or services. We adopted the standard on January 1, 2018 using the modified retrospective approach. As a result of
these new requirements, substantially all of our adjustments related to bad debt are now recorded as a direct reduction to revenue.
The following tables summarize the composition of our client related revenue for inpatient treatment facility services, outpatient facility and sober living
services, and client related diagnostic services for the years ended December 31, 2018 and 2017. The selected financial data set forth below for the year ended
December 31, 2017, have been restated to reflect adjustments to our previously issued financial statements as more fully discussed in Note 2A, Restatement of
Previously Issued Financial Statements and in Note 17, Unaudited Quarterly Information (Restated) included in Item 8 of this Annual Report on Form 10-K.
Inpatient treatment facility services include revenues from related professional services. Client related diagnostic services includes revenues from point of care
services and laboratory services.
Our client related revenue was as follows (in thousands):
Year Ended
December 31, 2018
As Reported
Amount

Inpatient treatment facility services
Outpatient facility and sober living services
Client related diagnostic services
Total client related revenue

$

$

2017
%

235,513
34,405
14,607
284,525

Year Ended
December 31,
Restated

Amount

82.8
12.1
5.1
100.0

$

$

246,976
29,080
32,482
308,538

Increase (Decrease)

%

80.0
9.4
10.6
100.0

Amount

$

$

%

(11,463)
5,325
(17,875)
(24,013)

(4.6)
18.3
(55.0)
(7.8)

On a comparable accounting basis, as if we had adopted Topic 606 for both periods presented, our client related revenue was as follows (in thousands):
Comparable
Accounting Basis
Year Ended
December 31, 2017
Restated

As Reported
Year Ended
December 31, 2018
Amount

Inpatient treatment facility services
Outpatient facility and sober living services
Client related diagnostic services
Total client related revenue

$

$

%

235,513
34,405
14,607
284,525

Amount

82.8
12.1
5.1
100.0

$

$

230,461
28,710
23,435
282,606

Increase (Decrease)
%

81.5
10.2
8.3
100.0

Amount

$

$

5,052
5,695
(8,828)
1,919

%

2.2
19.8
(37.7)
0.7

On an as reported basis, client related diagnostic services revenue for the year ended December 31, 2018, decreased 55.0% to $14.6 million compared
with $32.5 million for the year ended December 31, 2017. Client related diagnostic services revenue, as a percentage of total client related revenue, was 5.1% for the
year ended December 31, 2018 compared to 10.6% for the year ended December 31, 2017.
On a comparable accounting basis, client related diagnostic services revenue for the year ended December 31, 2018 decreased $8.7 million, or 37.4%, to
$14.6 million, compared with $23.3 million for the three months ended December 31, 2017.
We recognize client related revenue from payors at the time services are provided based on our estimate of the amount that payors will pay us for the
services performed. For in-network contracts, client related revenue is based on previously set contracted rates. We receive the majority of payments from
commercial payors at out-of-network rates. We estimate the net realizable value of revenue by adjusting gross client charges using our expected realization and
applying this discount to gross client charges. Our
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expected realization is determined by management after considering the type of services provided and the historical collections received f rom commercial payors,
on a per facility basis, compared to gross client charges billed.
Our accounts receivable primarily consists of amounts due from commercial payors. We do not recognize revenue for any amounts not collected from the
client. We may provide free care to clients, which we refer to as scholarships. We do not recognize revenue for any scholarships that we provide. Included in the
aging of accounts receivable are amounts for which the commercial insurance company paid out-of-network claims directly to the client and for which the client has
yet to remit the insurance payment to us (which we refer to as “paid to client”). Such amounts paid to clients continue to be reflected in our accounts receivable
aging as amounts due from commercial payors. Also included in the aging of accounts receivable are amounts where we have received a partial payment from the
commercial insurance company and are continuing to pursue additional collections for the estimated remaining balance outstanding .
Non-Client Related Revenue. Our non-client related revenue primarily consists of charges for diagnostic laboratory services provided to clients of thirdparty addiction treatment providers, addiction care treatment services for individuals in the criminal justice system and payments by third-party behavioral
healthcare providers who use our internet assets to reach potential patients who are seeking treatment . Non-client revenue is recognized at the point in time that the
Company satisfies its performance obligations in each service area.
Provision for Doubtful Accounts. Prior to the adoption of Topic 606, the provision for doubtful accounts represented the expense associated with
management’s best estimate of accounts receivable that could become uncollectible in the future. We established our provision for doubtful accounts based on the
aging of the receivables, historical collection experience by facility, services provided, payor source and historical reimbursement rate, current economic trends and
percentages applied to the accounts receivable aging categories.
As a result of the adoption of Topic 606 as of January 1, 2018, substantially all of our adjustments related to collectability are considered implicit
variable price concessions and are recorded as a direct reduction to revenue. The only activity that is now recorded in operating expenses is bad debt related to
specific customers that experience significant adverse changes in creditworthiness, such as bankruptcies. We recorded $0.4 million of expense related to one such
digital outreach platform customer during the year ended December 31, 2018.
In addition, see Note 2A, Restatement of Previously Issued Financial Statements to the Notes to the Consolidated Financial Statements and in Note 17,
Unaudited Quarterly Information (Restated) included in Item 8 of this Annual Report on Form 10-K for further information regarding the impact to prior periods.
Approximately $2.2 million and $14.6 million of the accounts receivable, net, at December 31, 2018 and December 31, 2017, respectively, includes
accounts where we have received a partial payment from a commercial insurance company and we are continuing to pursue additional collections for the balance
that we estimate remains outstanding. An account is written off only after we have pursued collection efforts or otherwise determined an account to be uncollectible.
Operating Expenses. Our operating expenses are primarily impacted by the following categories of expenses:
•

Salaries, wages and benefits . We employ a variety of staff related to providing client care, including case managers, therapists, medical technicians,
housekeepers, cooks and drivers, among others. Our clinical salaries, wages and benefits expense is largely driven by the total number of beds in our
facilities, our average daily census (“ADC”) and the number of outpatient visits. We also employ a professional sales force and staff a centralized
admissions center. Our corporate staff includes accounting, billing and finance professionals, marketing and human resource personnel, IT staff and
senior management.

•

Client related services . Client related services consist of physician and medical services as well as client meals, pharmacy, travel and various other
expenses associated with client treatment. Client related services are significantly influenced by our ADC and the number of outpatient visits.

•

Provision for Doubtful Accounts. Prior to the adoption of Topic 606, the provision for doubtful accounts represented the expense associated with
management’s best estimate of accounts receivable that could become uncollectible in the future. We established our provision for doubtful accounts
based on the aging of the receivables, historical collection experience by facility, services provided, payor source and historical reimbursement rate,
current economic trends and percentages applied to the accounts receivable aging categories. Substantially all accounts receivable aged greater than 365
days were fully reserved in our consolidated financial statements. In assessing the adequacy of the allowance for doubtful accounts, we relied on the
results of detailed reviews of historical write-offs and recoveries (the hindsight analysis) as a primary source of information to utilize in estimating the
collectability of our accounts receivable. We supplemented this hindsight analysis with other analytical tools, including, but not limited to, historical
trends in cash collections compared to net revenue less bad debt and days sales outstanding. Subsequent to the year ended December 31, 2018 and as
part of the preparation of our year-end financial statements, we used recently developed financial database analytical tools, in order to analyze cash
collection trends for historical and prospective periods relating to our accounts receivable and allowance for doubtful accounts which resulted in more
precise estimates being utilized beginning with the fourth quarter of 2018. See Note 2A,
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Rest atement of Previously Issued Financial Statements to the Notes to the Consolidated Financial Statements and in Note 17 , Unaudited Quarterly
Information (Restated) included in Item 8 of this Annual Report on Form 10-K for further information regarding the impact to prior periods.
•

Advertising and marketing . We promote our treatment facilities through a variety of channels including internet advertising search engines as well as
television and print advertising, among others. We do not compensate our referral sources for client referrals, but, do have arrangements with multiple
marketing channels that we pay on customary performance basis (i.e., based on website or admissions center traffic). We also host and attend industry
conferences. Our advertising and marketing efforts and expense is largely driven by the total number of available beds in our facilities.

•

Professional fees . Professional fees consist of various professional services used to support primarily corporate related functions. These services include
client billings and collections, accounting related fees for financial statement audits, tax preparation and legal fees for, among other matters,
employment, compliance and general corporate matters. These fees also include information technology, consulting and payroll fees.

•

Other operating expenses . Other operating expenses consist primarily of utilities, insurance, telecom, travel and repairs and maintenance expenses, and
is significantly influenced by the total number of beds in our facilities and our ADC.

•

Rentals and leases . Rentals and leases mainly consist of properties under various operating leases, which includes space required to perform client
services and space for administrative facilities.

•

Litigation settlement . Litigation settlement represents settlement funds and expenses incurred for activities undertaken in defense of the Company from
claims and other legal matters or to resolve such matters.

•

Depreciation and amortization . Depreciation and amortization represent the ratable use of our capitalized property and equipment, including assets
under capital leases, over the estimated useful lives of the assets, and amortizable intangible assets, which mainly consist of trademark-related
intangibles and non-compete agreements.

•

Acquisition-related expenses. Acquisition-related expenses consist primarily of professional fees and travel costs associated with our acquisition
activities.

Key Drivers of Our Results of Operations . Our results of operations and financial condition are affected by numerous factors, including those described under
“Risk Factors” and those described below:
•

New Admissions. Our New Admissions are total client admissions at our inpatient facilities. Our ADC is directly impacted by our New Admissions.

•

Average Daily Inpatient Census (“ADC”). We refer to the average number of clients to whom we are providing services at our inpatient facilities on a
daily basis over a specific period as our ADC. Our revenues are directly impacted by our ADC, which fluctuates based on the total number of effective
beds, the number of client admissions and discharges in a period and the average length of stay.

•

Average Daily Sober Living Census . We refer to the average number of clients to whom we are providing services at our sober living facilities on a
daily basis over a specific period as our average daily sober living census. Our revenues are directly impacted by our average daily sober living census,
which fluctuates based on the total number of beds, the number of client admissions and discharges in a period and the average length of stay.

•

Average Daily Inpatient Revenue (“ADR”). Our ADR is a per census metric equal to our total inpatient revenues, less any applicable provision for
doubtful accounts, for a period divided by our average daily inpatient census for the same period divided by the number of days in the period. The key
drivers of ADR include the mix of out-of-network beds versus in-network beds, the level of care that we provide to our clients during the period and
payor mix. Our ADR derived from in-network facilities and beds is generally lower than our average daily inpatient revenue derived from out-ofnetwork facilities and beds.

•

Outpatient Visits. Our outpatient visits represent the total number of outpatient visits at our standalone outpatient centers during the period. Our
revenue is directly impacted by our outpatient visits, which fluctuates based on our average daily sober living census, sales and marketing efforts,
utilization review and the average length of stay.

•

Average Revenue per Outpatient Visit (“ARV”) . We refer to ARV as outpatient facility and sober living services revenue, less any applicable
provision for doubtful accounts, for a period divided by our outpatient visits for the same period. The key drivers of ARV include the mix of out-ofnetwork visits versus in-network visits and payor mix. Our ARV derived from in-network visits is generally lower than our average revenue per
outpatient visit derived from out-of-network visits.

•

Revenue Per Admission. Revenue per admission represents total client related revenue recognized for each patient admitted to our treatment facilities.
The drivers of revenue per admission include in-network or out-of-network insurance coverage, the level of care for which the patient is receiving, and
the average length of stay for each patient, among other drivers.
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•

Client Related Clinical Diagnostic Services as a Percentage of Total Client Related Revenue. We refer to client related diagnostic services as a
percentage of total client related revenue as client related diagnostic services revenue, less any applicable provision for doubtful accounts, f or a period
divided by total client related revenue, less any applicable provision for doubtful accounts, for the same period. Client related diagnostic services
includes point of care drug testing and client related clinical diagnostic laboratory services which includes toxicology, hematology and
pharmacogenetics testing.

•

Expense Management . Our profitability is directly impacted by our ability to manage our expenses, most notably salaries, wages and benefits, and to
adjust accordingly based upon our capacity.

•

Billing and Collections . Our revenue and cash flow are directly impacted by our ability to properly verify our clients’ insurance benefits, obtain
authorization for levels of care, properly submit insurance claims and manage collections.
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Results of Operations
The following table presents our consolidated statements of operations as reported (in thousands):

2018
Amount
Revenues
Client related revenue
Non-client related revenue
Total revenue
Operating expenses
Salaries, wages and benefits
Client related services
Provision for doubtful accounts
Advertising and marketing
Professional fees
Other operating expenses
Rentals and leases
Litigation settlement
Depreciation and amortization
Acquisition-related expenses
Total operating expenses
(Loss) income from operations
Interest expense, net
Loss on extinguishment of debt
Gain on contingent consideration
Other expense (income), net
Loss before income tax expense
Income tax (benefit) expense
Net loss
Less: net loss attributable to noncontrolling interest
Net loss available to AAC Holdings, Inc. common
stockholders

$

$

Year Ended December 31,
2017
Restated
2016
Amount
%
Amount

%

284,525
11,238
295,763

96.2
3.8
100.0

174,772
32,747
366
13,744
19,894
47,716
10,367
11,136
21,986
573
333,301
(37,538)
32,220
—
(501)
465
(69,722)
(3,004)
(66,718)
7,314

59.1
11.1
0.1
4.6
6.7
16.1
3.5
3.8
7.4
0.2
112.7
(12.7)
10.9
—
(0.17)
0.2
(23.6)
(1.0)
(22.6)
2.5

(59,404)

(20.1)
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$

$

308,538
9,103
317,641

97.1
2.9
100.0

146,390
27,031
25,932
12,315
12,638
36,309
7,514
23,607
21,504
1,162
314,402
3,239
16,811
5,435
—
116
(19,123)
(1,742)
(17,381)
4,508

46.1
8.5
8.2
3.9
4.0
11.4
2.4
7.4
6.8
0.4
99.0
1.0
5.3
1.7
—
0.0
(6.0)
(0.5)
(5.5)
1.4

(12,873)

(4.1)

$

$

Restated
%

270,569
9,201
279,770

96.7
3.3
100.0

141,073
24,446
38,549
18,275
16,468
29,627
7,363
1,292
17,686
2,691
297,470
(17,700)
8,175
—
(1,350)
(500)
(24,025)
2,345
(26,370)
5,152

50.4
8.7
13.8
6.5
5.9
10.6
2.6
0.5
6.3
1.0
106.3
(6.3)
2.9
—
(0.5)
(0.2)
(8.6)
0.8
(9.4)
1.8

(21,218)

(7.6)

The following table presents our revenues and operating expenses on a comparable accounting basis , as if we had adopted Topic 606 for all periods indicated (in
thousands):
Year Ended
December 31, 2018
As Reported
Amount
%
Revenues
Client related revenue
Non-client related revenue
Total revenues
Operating expenses
Salaries, wages and benefits
Client related services
Provision for doubtful accounts
Advertising and marketing
Professional fees
Other operating expenses
Rentals and leases
Litigation settlement
Depreciation and amortization
Acquisition-related expenses
Total operating expenses
(Loss) income from operations

$

$

284,525
11,238
295,763

96.2
3.8
100.0

174,772
32,747
366
13,744
19,894
47,716
10,367
11,136
21,986
573
333,301
(37,538)

59.1
11.1
0.1
4.6
6.7
16.1
3.5
3.8
7.4
0.2
112.7
(12.7)

Year Ended December 31, 2017
As Reported
Comparable
Restated
Basis
Restated
Amount
%
Amount
%
$

$

308,538
9,103
317,641

97.1
2.9
100.0

146,390
27,031
25,932
12,315
12,638
36,309
7,514
23,607
21,504
1,162
314,402
3,239

46.1
8.5
8.2
3.9
4.0
11.4
2.4
7.4
6.8
0.4
99.0
1.0
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$

$

282,606
9,103
291,709

96.9
3.1
100.0

146,390
27,031
—
12,315
12,638
36,309
7,514
23,607
21,504
1,162
288,470
3,239

50.2
9.3
—
4.2
4.3
12.4
2.6
8.1
7.4
0.4
98.9
1.1

Increase (Decrease)
Comparable Basis
Amount
%
$

$

1,919
2,135
4,054

28,382
5,716
366
1,429
7,256
11,407
2,853
(12,471)
482
(589)
44,831
(40,777)

0.7
23.5
1.4

19.4
21.1
—
11.6
57.4
31.4
38.0
(52.8)
2.2
(50.7)
15.5
(1,258.9)

Comparison of Year Ended December 31, 2018 to Year Ended December 31, 201 7 ( R estated)
Client Related Revenue
Inpatient Treatment Facility Services Revenue
Inpatient treatment facility services revenue, on an as reported basis, decreased $11.5 million, or 4.6%, to $235.5 million for the year ended December 31,
2018 from $247.0 million for the year ended December 31, 2017.
Inpatient treatment facility services revenue, on a comparable basis, increased $5.0 million, or 2.2%, to $235.5 million for the year ended December 31,
2018 from $230.5 million for the year ended December 31, 2017. On a comparable basis, the increase in inpatient treatment facility services revenue for the year
ended December 31, 2018 compared to the year ended December 31, 2017, was primarily due to the AdCare Acquisition. Absent AdCare, on a comparable basis,
inpatient treatment facility services revenue decreased 11.7% for the year ended December 31, 2018 compared to the year ended December 31, 2017, primarily due
to a decrease in ADC.
Our consolidated ADC increased 108, or 11.1%, to 1,080 for the year ended December 31, 2018 from 972 for the year ended December 31, 2017. The
increase in ADC was primarily due to the AdCare Acquisition partially offset by a decrease in ADC as a result of lower call volumes starting in August 2018. Absent
AdCare, ADC decreased 2.1% for the year ended December 31, 2018 compared to the year ended December 31, 2017. In August of 2018, Google implemented a
broad core algorithm change (the “Google algorithm change”). According to Internet marketing analysts, the Google algorithm change disproportionately negatively
affected websites of healthcare and wellness companies, with many such websites becoming lower ranked, resulting in steep drop-offs of website visits. Following
the Google algorithm change, our websites experienced lower rankings and decreased visits, resulting in significantly fewer calls to our helpline. We believe that this
decline in calls and other potential client interactions resulted in an overall decline of admissions to our facilities, resulting in a lower ADC. Also, partially
contributing to the decrease was a reduction in average daily residential revenue.
Outpatient Facility and Sober Living Services Revenue
Outpatient facility and sober living services revenue, on an as reported basis, increased $5.3 million, or 18.3%, to $34.4 million for year ended December
31, 2018 from $29.1 million for the year ended December 31, 2017 as a result of the AdCare Acquisition, which significantly increased the number of outpatient
visits but decreased the average revenue per outpatient visit.
Outpatient facility and sober living revenue, on a comparable accounting basis, increased $5.7 million, or 19.8%, to $34.4 million for the year ended
December 31, 2018, from $28.7 million for the year ended December 31, 2017. Absent AdCare, on a comparable accounting basis, outpatient facility and sober
living revenue decreased 7.5% for the year ended December 31, 2018 as compared to the year ended December 31, 2017, primarily as a result of a decrease in ARV.
ARV decreased 50.1% to $198 for the year ended December 31, 2018 compared with $403 for the year ended December 31, 2017. The decrease is primarily related
to a higher mix of in-network outpatient visits as a result of the full year impact of Recovery First Outpatient center. Recovery First Outpatient center started
operations in Ft. Lauderdale, FL during the third quarter of 2017.
Client Related Diagnostic Services
Client related diagnostic services revenue , on an as reported basis, for the year ended December 31, 2018, decreased 55.0% to $14.6 million compared
with $32.5 million for the year ended December 31, 2017. Client related diagnostic services, on an as reported basis, was 5.1% of total client related revenue for the
year ended December 31, 2018 compared to 10.6% for the year ended December 31, 2017.
Client related diagnostic services revenue, on a comparable accounting basis, decreased $8.7 million, or 37.4% to $14.6 million for the year ended
December 31, 2018, from $23.3 million for the year ended December 31, 2017. Client related diagnostic service revenue, on a comparable accounting basis, was
5.1% and 8.3% of total client related revenue for the years ended December 31, 2018 and 2017, respectively.
Non-Client Related Revenue
Non-client related revenue, on an as reported basis, increased $2.1 million, or 23.5%, to $11.2 million for the year ended December 31, 2018 from $9.1
million for the year ended December 31, 2017.
Salaries, Wages and Benefits
Salaries, wages and benefits, on an as reported basis, increased $28.4 million, or 19.4%, to $174.8 million for the year ended December 31, 2018 from
$146.4 million for the year ended December 31, 2017. On an as reported basis, salaries, wages and benefits were 59.1% of total revenue for the year ended
December 31, 2018 compared to 46.1% of total revenue for the year ended December 31, 2017. The increase in salaries, wages and benefits was primarily due to the
AdCare Acquisition.
On a comparable accounting basis, salaries, wages and benefits were 59.1% of total revenues for the year ended December 31, 2018, compared to 50.2%
of total revenues for the year ended December 31, 2017. The increase in salaries, wages and benefits as
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a percentage of total revenues, on a comparable basis , w as primarily due to reduced revenues . In late 2018 and into the first quarter of 2019 , the Company initiated
and completed reduction s in force in order to better align salaries, wages and benefits costs with ADC .
Client Related Services
Client related services expenses, on an as reported basis, increased $5.7 million, or 21.1%, to $32.7 million for the year ended December 31, 2018 from
$27.0 million for the year ended December 31, 2017, primarily as a result of the AdCare Acquisition as well as increased medical provider costs, including costs
related to physician services. We are currently working to reduce physician services costs by hiring more full-time staff and fewer contracted physicians.
On an as reported basis, client related services expenses were 11.1% of total revenue for the year ended December 31, 2018 compared to 8.5% of total
revenue for the year ended December 31, 2017.
On a comparable accounting basis, client related services expense was 11.1% of total revenues for the year ended December 31, 2018, compared to 9.3%
of total revenues for the year ended December 31, 2017.
Provision for Doubtful Accounts
As a result of the adoption of Topic 606 as of January 1, 2018, substantially all of our adjustments related to collectability are considered implicit variable
price concessions and are recorded as a direct reduction to revenue. The only activity that is now recorded in operating expenses is bad debt related to specific
customers that experience significant adverse changes in creditworthiness, such as bankruptcies. We recorded $0.4 million of expense related to one such digital
outreach platform customer during the year ended December 31, 2018. On a comparable basis, there was no expense related to customer bankruptcies during the
year ended December 31, 2017.
On an as reported basis, due to the change in presentation related to the adoption of Topic 606, the provision for doubtful accounts decreased $25.5
million to $0.4 million for the year ended December 31, 2018 from $25.9 million for the year ended December 31, 2017.
Advertising and Marketing
Advertising and marketing expenses, on an as reported basis, increased $1.4 million, or 11.6%, to $13.7 million for the year ended December 31, 2018,
from $12.3 million for the year ended December 31, 2017. The increase in advertising and marketing expense was primarily due to the AdCare Acquisition.
On an as reported basis, advertising and marketing expenses were 4.6% of total revenue for the year ended December 31, 2018, compared to 3.9% of total
revenue for the year ended December 31, 2017.
On a comparable accounting basis, advertising and marketing expense was 4.6% of total revenues for the year ended December 31, 2018, compared to
4.2% of total revenues for the year ended December 31, 2017.
Professional Fees
Professional fees, on an as reported basis, increased $7.3 million, or 57.4%, to $19.9 million for the year ended December 31, 2018 compared to $12.6
million for the year ended December 31, 2017. The increase in professional fees was primarily related to increased legal costs related to certain litigation,
government relations and regulatory matters, the AdCare Acquisition and increased costs related to third-party revenue cycle vendors.
On an as reported basis, professional fees were 6.7% of total revenue for the year ended December 31, 2018 compared to 4.0% of total revenue for the
year ended December 31, 2017.
On a comparable accounting basis, professional fees were 6.7% of total revenues for the year ended December 31, 2018, compared to 4.3% of total
revenues for the year ended December 31, 2017.
Other Operating Expenses
Other operating expenses, on an as reported basis, increased $11.4 million, or 31.4%, to $47.7 million for the year ended December 31, 2018 from $36.3
million for the year ended December 31, 2017. The increase in other operating expenses was primarily as a result of the AdCare Acquisition as well as additional
recruiting costs for facility and corporate leadership positions.
On an as reported basis, other operating expenses were 16.1% of total revenue for the year ended December 31, 2018 compared to 11.4% of total revenue
for the year ended December 31, 2017.
On a comparable accounting basis, other operating expenses were 16.1% of total revenues for the year ended December 31, 2018, compared to 12.4% of
total revenues for the year ended December 31, 2017.
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Rentals and Leases
Rentals and leases increased $2.9 million, or 38.0%, to $10.4 million for the year ended December 31, 2018 from $7.5 million for the year ended
December 31, 2017. An increase in rentals and leases expense was primarily due to the AdCare Acquisition and $0.8 million of one-time costs associated with
closing of certain locations during 2018.
Litigation Settlement
Litigation settlement expense was $11.1 million for the year ended December 31, 2018 compared with $23.6 million for the year ended December 31,
2017. For further discussion of 2018 significant legal matters, see Note 15 (Commitments and Contingencies) to the Company’s consolidated financial statements
included in this Annual Report on Form 10-K.
Depreciation and Amortization
Depreciation and amortization expense increased $0.5 million, or 2.2%, to $22.0 million for the year ended December 31, 2018 from $21.5 million for the
year ended December 31, 2017. The increase in depreciation and amortization is related to the AdCare acquisition.
Depreciable and amortizable assets were $216.0 million and $177.8 million as of December 31, 2018 and 2017, respectively.
On an as reported basis, depreciation and amortization expense increased to 7.4% of total revenue for the year ended December 31, 2018, compared to
6.8% of total revenue for the year ended December 31, 2017.
Acquisition-Related Expense
Acquisition-related expense decreased $0.6 million, or 50.7%, to $0.6 million for the year ended December 31, 2018 from $1.2 million for the year ended
December 31, 2017. The decrease in acquisition-related expense for the year ended December 31, 2018 was primarily related to lower professional fees and travel
costs associated with our more limited acquisition activity during the year ended December 31, 2018, as compared to the year ended December 31, 2017, specifically
as it pertains to the AdCare Acquisition.
Interest Expense
Interest expense increased $15.4 million, or 91.7%, to $32.2 million for the year ended December 31, 2018 compared to $16.8 million for the year ended
December 31, 2017. The increase in interest expense was primarily the result of an increase in outstanding debt as part of the 2017 Credit Facility and an increase in
interest rates. Outstanding debt at December 31, 2018 was approximately $319.2 million compared to $201.2 million at December 31, 2017. Our weighted average
interest rate on outstanding debt at December 31, 2018 was 9.1% compared to 8.1% at December 31, 2017.
On an as reported basis, interest expense was 10.9% of total revenue for the year ended December 31, 2018 compared to 5.3% of total revenue for the
year ended December 31, 2017.
Loss on Extinguishment of Debt
There was no loss from extinguishment of debt during the year ended December 31, 2018. Loss on extinguishment of debt was $5.4 million for the year
ended December 31, 2017. The $5.4 million loss related to the repayment of the 2015 Credit Facility and the Deerfield Facility, which consisted of a $3.0 million
consent fee related to calling the Deerfield Facility (the “Deerfield Consent Fee”), as well as a write-off of $2.3 million of previously deferred debt issuance costs, of
which $1.4 million related to the 2015 Credit Facility and $0.9 million related to the Deerfield Facility. The loss was recognized in June 2017.
Income Tax Expense
For the year ended December 31, 2018 income tax benefit was $3.0 million, reflecting an effective tax rate of 4.3%, compared to $1.7 million income tax
benefit, reflecting an effective tax rate of 9.1%, for the year ended December 31, 2017. The decrease in income tax benefit and the change in the effective tax rate is
primarily related to valuation allowance recorded against federal and state deferred tax assets during the year ended December 31, 2018.
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Comparison of Year Ended December 31, 2017 ( R estated) to Year Ended Decem ber 31, 2016 ( R estated)
Client Related Revenue
Inpatient Treatment Facility Services Revenue
Inpatient treatment facility services revenue increased $57.5 million, or 30.3%, to $247.0 million for year ended December 31, 2017 from $189.5 million
for the year ended December 31, 2016. Inpatient treatment facility services revenue was positively impacted by an increase average daily inpatient revenue as
partially offset by a decrease in inpatient ADC.
Our average daily inpatient revenue (“ADR”) increased $240, or 37.9%, to $873 for the year ended December 31, 2017 from $633 for the year ended
December 31, 2016. Of the $240 increase in ADR, approximately 22.9% relates to a favorable shift in the service level mix within our inpatient treatment facilities
and a favorable shift in the mix of ADC among our inpatient treatment facilities. As a result of planned expansion of outpatient services, a greater percentage of
lower levels of care such as partial hospitalization and intensive outpatient services that were historically performed in our inpatient treatment facilities are now
performed in our outpatient treatment facilities. As the average daily revenue for these lower levels of care are significantly less than the ADR for higher levels of
care such as detoxification and inpatient services, our ADR in our inpatient facilities has increased. We also experienced a favorable shift in the mix of ADC among
our inpatient treatment facilities from facilities with lower average reimbursement to facilities with higher average reimbursement. The remaining increase in the
ADR primarily relates to improved billing and collections activity as a result of revenue cycle improvements in both processes and technology.
As a result of our increase in sober living bed capacity from 20% to 40% and our reduction in inpatient bed capacity, our inpatient ADC has decreased
while our average daily sober living census has increased. Our inpatient bed capacity decreased from 1,140 beds at December 31, 2016 to 939 beds at December 31,
2017, a 17.6% decrease. Also, partially contributing to the decrease in average daily inpatient census was a strike by union employees at our Sunrise House facility
that began on May 23, 2017 and ended on June 14, 2017, which resulted in the Sunrise House facility temporarily not serving clients, causing our ADC in June to be
lower than our historical average as we did not start readmitting patients until July 5, 2017. Separately, and also contributing to a lower inpatient census, was
Hurricane Irma, which affected our River Oaks and Recovery First facilities during September 2017.
Outpatient Facility and Sober Living Services Revenue
Outpatient facility and sober living services revenue increased $12.4 million, or 74.4%, to $29.1 million for year ended December 31, 2017 from $16.7
million for the year ended December 31, 2016 as a result of increases in outpatient visits and the average revenue per outpatient visit.
Outpatient visits increased 46.7% to 72,155 for the year ended December 31, 2017 from 49,173 for the year ended December 31, 2016. Contributing to
the increase in outpatient visits was an increase in our average daily sober living census, which increased 91.3% to 197 for the year ended December 31, 2017, up
from 103 for the year ended December 31, 2016.
Average revenue per outpatient visit increased 18.9% to $403 for the year ended December 31, 2017 compared with $339 for the year ended December
31, 2016. The increase in average revenue per outpatient visit is the result of a favorable shift in the mix of out-of-network outpatient compared to in-network
outpatient visits and improved billing and collections activity as a result of revenue cycle improvements in both processes and technology.
Client Related Diagnostic Services
Client related diagnostic services revenue for the year ended December 31, 2017 decreased 49.6% to $32.5 million compared with $64.4 million for the
year ended December 31, 2016. Client related diagnostic services revenue as a percentage of total client related revenue was 10.5% for the year ended December 31,
2017 compared to 23.8% for the year ended December 31, 2016. The decrease in client related diagnostic services revenue is a result of previously anticipated lower
reimbursements and combined with a shift in the mix of client related diagnostic services from higher reimbursed tests to lower reimbursed tests.
Non-Client Related Revenue
Non-client related revenue decreased $0.1 million, or 1.1%, to $9.1 million for the year ended December 31, 2017 from $9.2 million for the year ended
December 31, 2016.
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Salaries, Wages and Benefits
Salaries, wages and benefits increased $5.3 million, or 3.8%, to $146.4 million for the year ended December 31, 2017 from $141.1 million for the year
ended December 31, 2016. The increase relates to an increase in severance costs due to certain executive departures as well as the full year effect of the Townsend
and Solutions acquisitions. As a percentage of revenue, salaries, wages and benefits were 46.1% of total revenue for the year ended December 31, 2017 compared to
50.4% of total revenue for the year ended December 31, 2016.
Client Related Services
Client related services expenses increased $2.6 million, or 10.6%, to $27.0 million for the year ended December 31, 2017 from $24.4 million for the year
ended December 31, 2016. The increase in expense was primarily related to the growth in our total ADC to 972 for the year ended December 31, 2017 from 921 for
the year ended December 31, 2016. As a percentage of revenue, client related services expenses were 8.5% of total revenue for the year ended December 31, 2017
compared to 8.7% of total revenue for the year ended December 31, 2016.
Provision for Doubtful Accounts
The provision for doubtful accounts decreased $12.7 million, or 32.7%, to $25.9 million for the year ended December 31, 2017 from $38.6 million for the
year ended December 31, 2016. The decrease in the provision for doubtful accounts was primarily related to an improvement in our days sales outstanding (“DSO”).
DSO’s decreased 10 days to 101 days as of and for the quarter ended December 31, 2017 compared with 111 days as of and for the quarter ended December 31,
2016. Total cash collections for the year ended December 31, 2017 as compared with total collections for the year ended December 31, 2016, increased by 15.1%,
helping to lower our DSOs.
The following table presents a summary of our aging of accounts receivable, net of the allowance for doubtful accounts, as of December 31, 2017 and
2016 (restated):
Current
December 31, 2017
December 31, 2016

31.2%
32.8%

31-180 Days
Over 180 Days
44.7%
24.1%
49.3%
17.9%

Total
100.0%
100.0%

Advertising and Marketing
Advertising and marketing expenses decreased $6.0 million, or 32.6%, to $12.3 million for the year ended December 31, 2017, from $18.3 million for the
year ended December 31, 2016. The decrease in advertising and marketing expense was primarily driven by reducing television advertising and focusing on
optimizing more efficient and cost-effective advertising platforms, including AAC owned websites. As a percentage of revenue, advertising and marketing expenses
were 3.9% of total revenue for the year ended December 31, 2017, compared to 6.5% of total revenue for the year ended December 31, 2016.
Professional Fees
Professional fees decreased $3.8 million, or 23.3%, to $12.6 million for the year ended December 31, 2017 compared to $16.5 million for the year ended
December 31, 2016. The decrease in professional fees was primarily related to the decrease in fees associated with certain litigation costs in California. As a
percentage of revenue, professional fees were 4.0% of total revenue for the year ended December 31, 2017 compared to 5.9% of total revenue for the year ended
December 31, 2016.
Other Operating Expenses
Other operating expenses increased $6.7 million, or 22.6%, to $36.3 million for the year ended December 31, 2017 from $29.6 million for the year ended
December 31, 2016. The increase was primarily the result of additional software expense, increases in professional liability insurance expense, additional medical
supplies utilized at our two laboratories, as well as the full year impact of operating expenses associated with our 2016 acquisitions and de novo projects. As a
percentage of revenue, other operating expenses were 11.4% of total revenue for the year ended December 31, 2017 compared to 10.6% of total revenue for the year
ended December 31, 2016.
Rentals and Leases
Rentals and leases increased $0.2 million, or 2.1%, to $7.5 million for the year ended December 31, 2017 from $7.4 million for the year ended December
31, 2016. As a percentage of revenue, rentals and leases were 2.4% of total revenue for the year ended December 31, 2017 compared to 2.6% of total revenue for the
year ended December 31, 2016.
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Litigation Settlement
Litigation settlement expense is $23.6 million for the year ended December 31, 2017 compared with $1.3 million for the year ended December 31, 2016.
The 2017 litigation settlement expense is due to the Kasper v. AAC Holdings, Inc. et al. matter.
Depreciation and Amortization
Depreciation and amortization expense increased $3.8 million, or 21.6%, to $21.5 million for the year ended December 31, 2017 from $17.7 million for
the year ended December 31, 2016. Depreciable and amortizable assets were $177.8 million and $143.1 million as of December 31, 2017 and 2016, respectively.
The increase in depreciation and amortization expense is primarily related to additions of property and equipment, completed de novo projects, and additional
software implemented at our corporate headquarters. As a percentage of revenue, depreciation and amortization expense increased to 6.8% of total revenue for the
year ended December 31, 2017, compared to 6.3% of total revenue for the year ended December 31, 2016.
Acquisition-Related Expense
Acquisition-related expense decreased $1.5 million, or 56.8%, to $1.2 million for the year ended December 31, 2017 from $2.7 million for the year ended
December 31, 2016. The decrease in acquisition-related expense for the year ended December 31, 2017 was primarily related to lower professional fees and travel
costs associated with our more limited acquisition activity during the year ended December 31, 2017, as compared to the year ended December 31, 2016, specifically
as it pertains to the 2016 acquisitions. As a percentage of revenue, acquisition-related expense was 0.4% of total revenue for the year ended December 31, 2017,
compared to 1.0% of total revenue for the year ended December 31, 2016.
Interest Expense
Interest expense increased $8.6 million, or 105.6%, to $16.8 million for the year ended December 31, 2017 compared to $8.2 million for the year ended
December 31, 2016. The increase in interest expense was primarily the result of an increase in outstanding debt and in interest rates, primarily as a result of the 2017
Credit Facility. Separately, $0.8 million of interest expense relates to a ticking fee associated with $65.0 million of committed financing for the pending acquisition
of AdCare. Outstanding debt at December 31, 2017, was approximately $201.2 million compared to $189.1 million at December 31, 2016. Our weighted average
interest rate on outstanding debt at December 31, 2017 was 8.1% compared to 5.0% at December 31, 2016. As a percentage of revenue, interest expense was 5.3% of
total revenue for the year ended December 31, 2017 compared to 2.9% of total revenue for the year ended December 31, 2016.
Loss on Extinguishment of Debt
Loss on extinguishment of debt was $5.4 million for the year ended December 31, 2017. The $5.4 million loss related to the repayment of the 2015
Credit Facility and the Deerfield Facility, which consisted of a $3.0 million consent fee related to calling the Deerfield Facility (the “Deerfield Consent Fee”), as
well as a write-off of $2.3 million of previously deferred debt issuance costs, of which $1.4 million related to the 2015 Credit Facility and $0.9 million related to the
Deerfield Facility. The loss was recognized in June 2017. There was no loss from extinguishment of debt during the year ended December 31, 2016.
Gain on Contingent Consideration
Gain on contingent consideration was $1.4 million for the year ended December 31, 2016 . The gain on contingent consideration is directly attributable to
the Townsend acquisition in April 2016, as it pertains to 2016 results against certain performance measures specified in the purchase agreement, which were not met
within the specified timeframe. Therefore, no payments were made on our behalf. The consideration that was issued into escrow for the acquisition of Townsend has
since been recouped as of December 31, 2017. There was no gain on contingent consideration for the year ended December 31, 2017.
Income Tax Expense
For the year ended December 31, 2017, income tax benefit was $1.7 million, reflecting an effective tax rate of 9.1%, compared to $2.3 million income
tax expense, reflecting an effective tax rate of 9.8%, for the year ended December 31, 2016. The decrease in income tax expense and the change in the effective tax
rate is primarily related to the tax treatment of stock compensation, change in valuation allowance, and impact of the Tax Cuts and Jobs Act enacted December 22,
2017.
Liquidity and Capital Resources
General
At December 31, 2018, we had $5.4 million in cash and cash equivalents, and $319.2 million of debt outstanding, net of debt issuance costs of $8.1
million. Our primary sources of liquidity are net cash generated from operations, borrowings under our Credit Facilities, anticipated access to debt and capital
markets and anticipated proceeds from sale-leaseback transactions. We believe our existing debt agreements provide flexibility for future secured or unsecured
borrowings.
We expect that our future funding for working capital needs, capital expenditures, long-term debt repayments and other financing activities will continue
to be provided from some or all of these sources. Our future liquidity could be impacted by a
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decrease in our net cash generated from operations due to a decrease in payments from commercial insurance companies or a decrease in New A dmissions or our
ability to access debt and capital markets, which may be restricted as a result of our leverage capacity, existing or future debt agreements, credit ratings and general
market conditions.
Refer to NOTE 2 - Basis of Presentation to the consolidated financial statements for additional information.
We anticipate that our current level of cash on hand, internally generated cash flows and borrowings under our Credit Facilities in combination with any
access to debt and capital markets and/or anticipated proceeds from sale-leaseback transactions will be sufficient to fund our anticipated working capital needs, debt
service and repayment obligations and capital expenditures for at least the next year.
The 2019 Senior Credit Facility $30 million term loan matures on April 15, 2020. Management currently anticipates utilizing the proceeds from
anticipated sale-leaseback transactions and/or accessing the debt and capital markets to repay the 2019 Senior Credit Facility. However, there can be no assurances
that we will be able to successfully execute sale-leaseback transactions or access debt and capital markets.
Cash Flow Analysis
Our cash flows are summarized as follows (in thousands):

Provided (used in) by operating activities
Used in investing activities
Provided by financing activities
Net (decrease) increase in cash and cash equivalents

$

$

Year Ended December 31,
2018
2017
(28,854) $
19,292
$
(84,776)
(34,041)
105,221
24,603
(8,409) $
9,854
$

2016
143
(56,454)
41,525
(14,786)

Operating Activities
Cash used in operating activities was $28.9 million for the year ended December 31, 2018, compared to cash flows from operations of $19.3 million for
the year ended December 31, 2017. Cash flows used in operations for the year ended December 31, 2018 was primarily related to payments for litigation settlements,
interest payments related to the 2017 Credit Facility, partially offset by a 13.1% increase in cash collections for the year ended December 31, 2018 as compared to
the year ended December 31, 2017.
Cash provided by operating activities was $19.3 million for the year ended December 31, 2017, compared to cash used by operations of $0.1 million for
the year ended December 31, 2016. Cash flows provided by operations for the year ended December 31, 2017 was primarily related to an increase in income from
operations for the year ended December 31, 2017 as compared to the year ended December 31, 2016.
Investing Activities
Cash used in investing activities was $84.8 million for the year ended December 31, 2018, an increase of $50.7 million compared to cash used in
investing activities of $34.0 million for the year ended December 31, 2017. Cash used in investing activities for the year ended December 31, 2018, was primarily
due to the AdCare Acquisition and $18.9 million used for the purchase of property, plant and equipment.
Cash used in investing activities was $34.0 million for the year ended December 31, 2017, a decrease of $22.5 million compared to cash used in investing
activities of $56.5 million for the year ended December 31, 2016. Cash used in investing activities for the year ended December 31, 2017 was primarily related to
$5.4 million for the acquisition of a 100-room hotel in Arlington, Texas that was converted into sober living beds to be used in support of the Greenhouse Outpatient
Center, $6.7 million related to the acquisition of Solutions Treatment Center, $8.9 million related to the Oxford Treatment Center, $3.5 million related to the
Ringwood property, $2.2 million related to the development of Laguna Treatment Hospital, with the remaining amount related to continuing costs associated with
our expansion projects at existing facilities and other de novo projects.
Financing Activities
Cash provided by financing activities was $105.2 million for the year ended December 31, 2018, an increase of $80.6 million compared to cash provided
by financing activities of $24.6 million for the year ended December 31, 2017. Cash provided by financing activities for the year ended December 31, 2018 was
primarily related to the net proceeds from the $65.0 million incremental term loan in conjunction with the AdCare Acquisition and $52.0 million drawn on our 2017
Revolver, of which $25.0 million related to the settlement of the Tennessee claim, partially offset by scheduled term loan repayments. Refer to Note 8 (Long-Term
Debt) for further information regarding the 2017 Credit Facility. Refer to Note 15 for additional information regarding settlement of the Tennessee claim and the
Nevada claim.
Cash provided by financing activities was $24.6 million for the year ended December 31, 2017, a decrease of $16.9 million compared to cash provided by
financing activities of $41.5 million for the year ended December 31, 2016. Cash provided by financing activities for the year ended December 31, 2017 was
primarily related to net proceeds from a 2017 sale-leaseback as well as debt
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borrowings and repayments. Refer to Note 8 ( Long-Term Debt) for further information regarding the 2017 Credit Facility. Refer to Note 9 (Financing Lease
Obligation) for further information regarding the 2017 s ale- l easeback.
Financing Relationships
2019 Senior Credit Facility
On March 8, 2019, we entered into the 2019 Senior Credit Facility with Credit Suisse AG, as administrative agent and collateral agent, and the lenders
party thereto. The 2019 Senior Credit Facility makes available to the Company a term loan in the principal amount of $30.0 million. The 2019 Senior Credit Facility
will mature on April 15, 2020. Net proceeds from funding of the 2019 Senior Credit Facility were approximately $23 million after the payment of fees, costs and
other expenses.
The 2019 Senior Credit Facility is guaranteed by the Company’s wholly-owned subsidiary, American Addiction Centers, Inc., and certain of its other
subsidiaries. The obligations are secured by a first priority lien (senior to liens granted in connection with the 2017 Credit Facility) on substantially all of the
Company’s and each subsidiary guarantor’s assets.
The 2019 Senior Credit Facility bears interest at a rate per annum equal to LIBOR (with a 1.0% floor) plus 11.00% per annum. In the event of any
repayment or prepayment of the 2019 Senior Credit Facility or any acceleration of the 2019 Senior Credit Facility after an event of default, the Company must make
a payment equal to 1.00% of the then outstanding principal amount of the 2019 Senior Credit Facility (the “Exit Payment”) if such event occurs on or prior to the
date that is nine months after the closing date of the 2019 Senior Credit Facility (the “2019 Senior Credit Facility Closing Date”). The Exit Payment will be
increased by an additional 1.0% at the end of each 30-day period after the nine-month anniversary of the 2019 Senior Credit Facility Closing Date until the 2019
Senior Credit Facility matures.
Amendments to the 2017 Credit Facility
In connection with the 2019 Senior Credit Facility, on March 8, 2019, we entered into the Amendment to the 2017 Credit Facility together with the
required lenders party thereto, Credit Suisse AG, as administrative agent and collateral agent, and the other loan parties party thereto, amending that certain Credit
Agreement (the “2017 Credit Facility”), dated as of June 30, 2017, by and among the Company, Credit Suisse AG, as administrative agent and collateral agent, and
the lenders party thereto.
The Amendment to the 2017 Credit Facility increased the interest rate on the term loans outstanding under the 2017 Credit Facility (the “2017 Term
Loans”) by, at the Company’s option, either (i) 2.00% per annum (which shall be reduced to 1.00% per annum if the Senior Secured Leverage Ratio Condition as
defined in the amended 2017 Credit Facility is satisfied), payable in cash or (ii) 4.00% per annum, payable-in-kind. In addition, the Amendment to the 2017 Credit
Facility increased the commitment fee for the undrawn portion of the revolving credit facility under the 2017 Credit Facility from 0.50% to 1.00% per annum.
If the Company has repaid all indebtedness under the 2019 Senior Credit Facility, the Amendments to the 2017 Credit Facility requires the Company to
use net cash proceeds of certain asset sales and other dispositions of property to prepay outstanding term and revolving credit loans. If the 2017 Term Loans are
prepaid at any time, the Amendment to the 2017 Credit Facility requires the payment of (i) a 2.00% premium if paid on or prior to the first anniversary of the closing
of the Amendment to the 2017 Credit Facility and (ii) a 1.00% premium if paid after the first anniversary but before the second anniversary of the closing of the
Amendment to the 2017 Credit Facility.
The Amendment to the 2017 Credit Facility amended financial covenants with respect to the Senior Secured Leverage Ratio (as defined therein) and
contains budgeting and lender reporting covenants that mirror those contained in the 2019 Senior Credit Facility. It also restricts certain Company actions, including
certain acquisitions and joint venture arrangements.
On March 1, 2018, in conjunction with the AdCare Acquisition, we secured a $65.0 million incremental term loan commitment under the 2017 Credit
Facility. In connection with the incremental term loan, we incurred $2.6 million in deferred financing costs related to underwriting and other professional fees.
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On March 1, 2018, and also in conjunction with the AdCare Acquisition, in consideration for covenants and agreements set forth in the Purchase
Agreement, we issued the AdCare Note to the Seller in t he original principal amount of $9.6 million, which matures on September 29, 2023 and accrues interest at a
fixed rate per annum equal to 5.0%, compounded annually. Payments of principal and interest pursuant to the AdCare Note commenced on April 30, 2018 and will
continue monthly until the maturity date.
2017 Credit Facility
On June 30, 2017, we entered into the 2017 Credit Facility (as defined above) with Credit Suisse AG, as administrative agent for the lenders party thereto.
The 2017 Credit Facility initially made available to us the 2017 Term Loan (as defined above) in the aggregate principal amount of $210.0 million and the $40.0
million 2017 Revolver (as defined above). The 2017 Credit Facility also provides for standby letters of credit in an aggregate undrawn amount not to exceed $7.0
million. We incurred approximately $12.9 million in debt issuance costs related to underwriting and other professional fees, of which $7.6 million related to the 2017
Term Loan and $5.3 million related to the 2017 Revolver.
The proceeds of the 2017 Term Loan were used by the Company to (i) prepay all existing indebtedness outstanding under the 2015 Credit Agreement (as
defined below) and the Deerfield Facility (as further described below), (ii) to pay transaction costs associated with the foregoing and (iii) for general corporate
purposes. The proceeds of the 2017 Revolver drawn at closing were used (i) to pay the Deerfield Consent Fee in full, (ii) to pay transaction costs associated with the
foregoing and (iii) for general corporate purposes. Proceeds from any additional borrowings under the 2017 Revolver will be used solely for general corporate
purposes.
The 2017 Term Loan matures on June 30, 2023, and the 2017 Revolver matures on June 30, 2022.
On September 25, 2017, we entered into the Incremental Agreement, relating to the 2017 Credit Facility. The Incremental Agreement provided for an
increase in our existing revolving line of credit from $40.0 million to $55.0 million. This was entered into in connection with providing financing and debt capacity
for operations and the then pending AdCare acquisition.
On October 6, 2017, in conjunction with our pending acquisition of AdCare, we also secured a $65.0 million incremental term loan commitment in
conjunction with the 2017 Credit Facility, subject to customary closing conditions and regulatory provisions.
Financing Lease Obligation
On August 9, 2017, the Company closed on a sale-leaseback transaction with MedEquities Realty Operating Partnership, LP, a subsidiary of MedEquities
Realty Trust, Inc. (“MedEquities”), for $25.0 million (the “2017 Sale-Leaseback”), in which MedEquities purchased from subsidiaries of the Company two drug
and alcohol rehabilitation outpatient facilities and two sober living facilities: the Desert Hope Facility and Resolutions Las Vegas, each located in Las Vegas,
Nevada, and the Greenhouse Facility and Resolutions Arlington, each located in Arlington, Texas (collectively, the “Sale-Leaseback Facilities”).
Simultaneously with the sale of the Sale-Leaseback Facilities, the Company, through its subsidiaries and MedEquities entered into an operating lease,
dated August 9, 2017, in which the Company will continue to operate the Sale-Leaseback Facilities. The operating lease provides for a 15-year term for each facility
with two separate renewal terms of five years each if the Company chooses to exercise its right to extend the lease term.
The initial annual minimum rent payable from the Company to MedEquities is $2.2 million due in equal monthly installments of $0.2 million. On the
first, second and third anniversary of the lease date, the annual rent will increase 1.5% from the annual rent in effect for the immediately preceding year. On the
fourth anniversary of the lease date and thereafter during the lease term, the annual rent will increase to the amount equal to the CPI Factor (as defined in the Lease)
multiplied by the annual rent in effect for the immediately preceding year; provided, however, that the adjusted annual rent increase will always be between 1.5%
and 3.0%.
Due to the nature of the agreement between MedEquities and use and because of our continuing involvement in the Sale-Leaseback Facilities, the
transaction does not qualify for sale-leaseback accounting under GAAP. Therefore, the Sale-Leaseback Facilities will remain on our balance sheet and will continue
to be depreciated over the remaining life of the asset. We accounted for the $25.0 million of proceeds, less $0.4 million of transaction costs, as a financing
obligation, of which $0.1 million was classified as a short-term liability. On a monthly basis, a portion of the payment is allocated to principal, which reduces the
obligation balance, and interest, computed based on our incremental borrowing rate.
Capital Lease Obligations
We have capital leases with third party leasing companies for equipment and office furniture. The capital leases bear interest at rates ranging from 2.7% to
5.8% and have maturity dates through April 2020. Total obligations under capital leases at December 31, 2018 were $0.9 million, of which $0.6 million was
included in the current portion of long-term debt. Total obligations under capital leases at December 31, 2017 were $1.0 million, of which $0.7 million was included
in the current portion of long-term debt.
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Contractual Obligations
The following table sets forth information regarding our contractual obligations as of December 31, 2018:
Payments due by period:
(in thousands)
Contractual Obligations
Senior secured loans (1)
Subordinated debt (2)
Capital lease obligations (3)
Operating lease obligations
Litigation settlement (4)
Financing lease obligation (5)
Total
(1)
(2)
(3)
(4)
(5)

$

$

Total
437,601
10,460
916
84,542
8,000
59,571
601,090

Less than 1
year
$
40,485
1,427
626
11,722
8,000
4,345
$
66,605

2 to 3 years
$
84,189
3,703
270
18,712
—
8,752
$
115,626

4 to 5 years
$
312,927
5,330
20
15,751
—
8,807
$
342,835

More than 5
years
$
—
—
—
38,357
—
37,667
$
76,024

Amounts include required principal and interest payments. The estimated interest payments assume no change in LIBOR, or the base rate as
defined in the Company’s 2017 Credit Facility, as of December 31, 2018.
Amounts include required principal and interest payments related to the AdCare Note. Refer to Note 8 (Long-Term Debt) for further
information.
Includes future cash payments, including interest, due under our capital lease arrangements.
For further discussion of significant legal matters, see Note 15 (Commitments and Contingencies) to the Company’s consolidated financial
statements included in this Annual Report on Form 10-K.
Refer to Footnote 9 (Financing Lease Obligation) for further information.

In connection with the 2019 Senior Credit Facility, on March 8, 2019, the Company entered into the Amendments to the 2017 Credit Facility together
with the required lenders party thereto, Credit Suisse AG, as administrative agent and collateral agent, and the other loan parties party thereto, amending that certain
Credit Agreement, dated as of June 30, 2017, by and among the Company, Credit Suisse AG, as administrative agent and collateral agent, and the lenders party
thereto.
The 2017 Credit Facility requires the maintenance of a certain coverage ratio in order for the Company to be in compliance with the agreement. As of
December 31, 2018, the Company would have been in violation of this covenant absent the amendment. For the aforementioned factors, and in accordance with ASC
470-10-55, due to the uncertainties noted under Going Concern in Note 2 – Basis of Presentation , the Company has classified its obligations related to the 2017
Credit Facility as current liabilities as of December 31, 2018. This reclassification has no impact on the scheduled maturities or the timing of payments related to the
debt obligations.
Consolidation of VIEs
The Professional Groups engage physicians and mid-level service providers to provide professional services to our clients through professional services
agreements with each treatment facility. Under the professional services agreements, the Professional Groups also provide a physician to serve as medical director
for the applicable facility. The Professional Groups either bill the payor for their services directly or are compensated by the treatment facility based on fair market
value hourly rates. Each of the professional services agreements has a term of five years and will automatically renew for additional one-year periods.
We provided the initial working capital funding in connection with the formation of the Professional Groups and recorded the balance as a receivable on
our balance sheet. We make additional advances to the Professional Groups during periods in which there is a shortfall between revenue collected by the
Professional Groups from the treatment facilities and payors, on the one hand, and the Professional Group’s contracting expenses and payroll requirements, on the
other hand, thereby increasing the balance of the receivable. Excess cash flow of the Professional Groups is repaid to us, resulting in a decrease in the receivable.
The Professional Groups are obligated to repay these funds and are charged interest at commercially reasonable rates. We had receivables from the Professional
Groups at December 31, 2018. The receivables due to us from the Professional Groups are eliminated in consolidation as the Professional Groups are VIEs of which
we are the primary beneficiary.
The Company has entered into written management services agreements with each of the Professional Groups under which the Company provides
management and other administrative services to the Professional Groups. These services include billing, collection of accounts receivable, accounting, management
and human resource functions. Pursuant to the management services agreements, the Professional Groups’ monthly revenue will first be applied to the payment of
operating expenses consisting of refunds or rebates owed to clients or payors, compensation expenses of the physicians and other service providers, lease payments,
professional and liability insurance premiums and any other costs or expenses incurred by the Company for the benefit of the Professional Groups and, thereafter, to
the payment to the Company of a management fee equal to 20% of the Professional Groups’ gross collected monthly revenue. As described above, the Company also
provides financial support to each Professional Group on an as-needed basis to cover any shortfall between revenue collected by such Professional Groups from the
treatment facilities and payors and the Professional Group’s contracting expenses and payroll requirements. Through these arrangements, we are directing the
activities that most significantly impact the financial results of the respective Professional Groups; however, treatment decisions
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are made solely by licensed healthcare professionals employed or engaged by the Professional Groups as required by various state laws. Based on our ability to
direct the activities that most significantly impact the financial results of the Professional Groups, provide necessary funding and the obligation and likelihood of
absorbing all expected gains and losses, we have determined that we are the primary beneficiary, and, therefore, consolidate the seven Professional Groups as
VIEs.
Off Balance Sheet Arrangements
We have entered into various non-cancelable operating leases expiring through June 2025. Commercial properties under operating leases primarily
include space required to perform client services, sober living accommodations for our clients and space for administrative facilities. Rent expense was $10.4 million
and $7.5 million for the years ended December 31, 2018 and 2017, respectively.
Critical Accounting Policies
Our consolidated financial statements have been prepared in accordance with GAAP. In preparing our consolidated financial statements, we are required
to make certain estimates and assumptions that affect the reported amounts of assets, liabilities, revenue and expenses included in the financial statements. Estimates
are based on historical experience and other available information, the results of which form the basis of such estimates. While we believe our estimation processes
are reasonable, actual results could differ from our estimates. The following accounting policies are considered critical to our operating performance and involve
subjective and complex assumptions and assessments.
Revenue Recognition and Allowance for Doubtful Accounts
Adoption of Topic 606
Refer to Note 3 to the consolidated financial statements for additional information regarding the Company’s adoption of Topic 606.
Revenue
We provide services to our clients in both inpatient and outpatient treatment settings. Revenue is recognized when services are performed at the estimated
net realizable value amount from clients, third-party payors and others for services provided. We receive the majority of payments from commercial payors at outof-network rates. Client service revenue is recorded at established billing rates less adjustments to estimate net realizable value. Adjustments are recorded to state
client service revenue at the amount expected to be collected for the service provided based on historic adjustments for out-of-network services not under contract.
Provisions for estimated third party payor reimbursements are provided in the period related services are rendered and adjusted in future periods when actual
reimbursements are received.
Prior to admission, insurance coverage, as applicable, is verified and the client self-pay amount is determined. The client self-pay portion is generally
collected upon admission. In some instances, clients will pay out-of-pocket as services are provided or will make a deposit and negotiate the remaining payments.
These prepaid out-of-pocket payments are included in accrued liabilities in the accompanying consolidated balance sheets and revenue related to these payments is
deferred and recognized over the period services are provided. We do not recognize revenue for any amounts not collected from the client. We may provide
scholarships to a limited number of clients. We do not recognize revenue for scholarships provided.
We recognize revenue from commercial payors at the time services are provided based on our estimate of the amount that payors will pay us for the
services performed. We estimate the net realizable value of revenue by adjusting gross client charges using our expected realization and applying this discount to
gross client charges. Our methodology related to our net realizable value is designed to react to potential changes in reimbursements by facility, by type of service
and by payor. Management adjusts the expected realization discount, on a per facility basis, to reflect a historical analysis of reimbursement data by facility in
addition to considering the type of services provided, the payors and the gross client charge rates by facility. Subsequent to the year ended December 31, 2018 and as
part of the preparation of our year-end financial statements, we used recently developed financial database analytical tools, in order to analyze cash collection trends
for historical and prospective periods relating to our accounts receivable and allowance for doubtful accounts which resulted in more precise estimates being utilized
beginning with the fourth quarter of 2018. See Note 2A, Restatement of Previously Issued Financial Statements to the Notes to the Consolidated Financial
Statements and in Note 17, Unaudited Quarterly Information (Restated) included in Item 8 of this Annual Report on Form 10-K for further information regarding the
impact to prior periods.
Estimates of net realizable value are subject to significant judgment and approximation by management. It is possible that actual results could differ from
the historical estimates management has used to help determine the net realizable value of revenue. If our actual collections either exceed or are less than the net
realizable value estimates, we will record a revenue adjustment, either positive or negative, for the difference between our estimate of the receivable and the amount
actually collected in the reporting period in which the collection occurred.
Our non-client related revenue primarily consists of service charges for diagnostic laboratory services provided to clients of third-party addiction
treatment providers, addiction care treatment services for individuals in the criminal justice system and payments
56

by third-party behavioral healthcare providers who use our digital outreach platforms. Non-client revenue is recognized at the point in time that the Company
satisfies its performance obligations in each service area.
Allowance for Doubtful Accounts
Accounts receivable primarily consist of amounts due from third-party commercial payors and clients and are recorded net of contractual discounts. Our
ability to collect outstanding receivables is critical to our results of operations and cash flows. Prior to the adoption of Topic 606 on January 1, 2018, accounts
receivable are reported net of the allowance for doubtful accounts, which is management’s best estimate of accounts receivable that could become uncollectible in
the future. Accordingly, the accounts receivable reported in our consolidated financial statements are recorded at the net amount expected to be received. Our
primary collection risks are (i) the risk of overestimating our net revenue at the time of billing that may result in us receiving less than the recorded receivable,
(ii) the risk of non-payment as a result of commercial insurance companies denying claims, (iii) the risk that clients will fail to remit insurance payments to us when
the commercial insurance company pays out-of-network claims directly to the client, (iv) resource and capacity constraints that may prevent us from handling the
volume of billing and collection issues in a timely manner and (v) the risk of non-payment from uninsured clients. In evaluating the collectability of accounts
receivable and evaluating the adequacy of our allowance for doubtful accounts, management considers a number of factors, including historical experience, the age
of the accounts and current economic trends. We continually monitor our accounts receivable balances and utilize retrospective reviews and cash collection data to
support our estimates of the allowance for doubtful accounts.
Subsequent to the year ended December 31, 2018 and as part of the preparation of our year-end financial statements, we used recently developed financial
database analytical tools, in order to analyze cash collection trends for historical and prospective periods relating to our accounts receivable and allowance for
doubtful accounts which resulted in more precise estimates being utilized beginning with the fourth quarter of 2018. See Note 2A - Restatement of Previously Issued
Financial Statements to the Notes to the Consolidated Financial Statements and in Note 17, Unaudited Quarterly Information (Restated) included in Item 8 of this
Annual Report on Form 10-K for further information regarding the impact to prior periods.
If actual future collections are less favorable than those projected by management, additional allowances for uncollectible accounts may be required.
There can be no guarantee that we will continue to experience the same collection rates that we have experienced in the past. We do not believe that there are any
significant concentrations of revenue from any particular payor that would subject us to significant credit risks in the event a payor becomes unwilling or unable to
pay claims.
As a result of the adoption of Topic 606 as of January 1, 2018, substantially all of our adjustments related to collectability are considered implicit variable
price concessions and are recorded as a direct reduction to revenue. The only activity that is now recorded in operating expenses is bad debt related to specific
customers that experience significant adverse changes in creditworthiness, such as bankruptcies. We recorded $0.4 million of expense related to one such digital
outreach platform customer during the year ended December 31, 2018.
Goodwill and Intangible Assets
Goodwill represents the excess of the purchase price over the fair value of the identifiable net assets acquired. Goodwill and intangible assets with
indefinite lives are not amortized, but instead tested for impairment at least annually or whenever events or changes in circumstances indicate the carrying value may
not be recoverable. We have no intangible assets with indefinite useful lives other than goodwill. We consider the following to be important factors that could trigger
an impairment review: significant underperformance relative to historical or projected future operating results; identification of other impaired assets within a
reporting unit; significant adverse changes in business climate or regulations; significant changes in senior management; significant changes in the manner of use of
the acquired assets or the strategy for our overall business; and significant negative industry or economic trends.
In 2017, the Financial Accounting Standards Board issued A ccounting Standard Update 2017-04, “Simplifying the Test for Goodwill Impairment” which
eliminates the previous requirement to calculate the implied fair value of goodwill to measure a goodwill impairment charge. Instead, entities will record an
impairment charge based on the excess of a reporting unit’s carrying amount over its fair value. Goodwill is assessed for impairment using a fair value approach at
the reporting unit level.
In assessing the recoverability of goodwill, we consider historical results, current operating trends and results, and make estimates and assumptions about
revenue, margins and discount rates based on our budgets, business plans, economic projections and anticipated future cash flows. Each of these factors contains
inherent uncertainties, and management exercises substantial judgment and discretion in evaluating and applying these factors.
There was no goodwill impairment recorded during the years ended December 31, 2018, 2017 or 2016. See Note 7 – Goodwill and Intangible Assets to
the Notes to the Consolidated Financial Statements for further discussion.
Accounting for Income Taxes
We account for income taxes in accordance with ASC 740, Income Taxes . Under the asset and liability method of ASC 740, deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities
and their respective tax bases. Deferred tax assets and liabilities are
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measured using enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or settled.
Under ASC 740, the effect on the deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the
enactment date. A valuation allowance is provided for significant deferred tax assets when it is more likely than not that such assets will not be recovered.
Our practice is to recognize interest and/or penalties related to uncertain income tax positions in income tax expense.
Stock-Based Compensation Expense
We measure compensation expense for all stock-based awards at fair value on the date of grant and recognize compensation expense over the service
period for the awards expected to vest.
Item 7A. Quantitative and Qualitative Disclosures About Market Risk
In July 2014, the Company entered into two interest rate swap agreements to mitigate its exposure to fluctuations in interest rates. On June 29, 2017, the
Company terminated the interest rate swap agreements. The fair value of the interest rate swap agreements as of December 31, 2016 represented a liability of $0.3
million. Refer to Note 13 (Fair Value of Financial Instruments) for further discussion of fair value of the interest rate swap agreements.
Prior to terminating the interest rate swap agreements on June 29, 2017, the interest rate swap agreements had notional amounts of $7.2 million and
$10.5 million which fixed the interest rates over the life of the respective swap agreement at 4.21% and 4.73%, and were set to mature in May 2018 and August
2019, respectively. The notional amounts of the swap agreements represented amounts used to calculate the exchange of cash flows and were not the Company’s
assets or liabilities. The interest payments under these agreements were to be settled on a net basis. The Company did not designate the interest rate swaps as cash
flow hedges, and therefore, the changes in the fair value of the interest rate swaps are included within interest expense in the consolidated statements of operations.
Our interest expense is sensitive to changes in market interest rates. With respect to our interest-bearing liabilities, our long-term debt outstanding at
December 31, 2018 consisted of $317.5 million of variable rate debt with interest based on LIBOR plus an applicable margin. A hypothetical 1.0% increase in
interest rates would decrease our pre-tax income and cash flows by approximately $3.2 million on an annual basis based upon our borrowing level at December 31,
2018.
Item 8. Financial Statements and Supplementary Data
Information with respect to this Item is contained in our consolidated financial statements beginning on Page F-1 of this Annual Report on Form 10-K.
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
Not applicable.
Item 9A. Controls and Procedures
As previously reported in the Company’s Current Report on Form 8-K filed on March 29, 2019 with the SEC, on March 29, 2019, the Company, the
Audit Committee and the Company’s executive management, in consultation with BDO, concluded that the Company’s previously issued annual financial
statements included in the Company’s Annual Report on Form 10-K for the years ended December 31, 2017 and 2016 and the unaudited financial statements
included in the Company’s quarterly reports on Form 10-Q for the quarters ended September 30, 2018 and 2017, June 30, 2018 and 2017, and March 31, 2018 and
2017, must be restated to properly reflect accounts receivable balances and revenue for periods in 2018 and for periods prior to 2018, the provision for doubtful
accounts as well as the related income tax effects. Accordingly, the Company has restated its previously issued financial statements for those periods. See “Part II—
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations—Background of the Restatement” and Note 2A - Restatement of
Previously Issued Financial Statements of the Notes to Consolidated Financial Statements and in Note 17, Unaudited Quarterly Information (Restated) included in
Item 8 of this Annual Report on Form 10-K included in “Part II—Item 8. Financial Statements and Supplementary Data”.
Evaluation of Disclosure Controls and Procedures
Under the supervision of and with the participation of management, including our Chief Executive Officer and Chief Financial Officer, the Company
conducted an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) of
the Securities and Exchange Act of 1934, as amended (the “Exchange Act”), as of December 31, 2018. The Company’s evaluation has identified a material
weakness in its internal control over financial reporting as noted below in Management’s Report on Internal Control over Financial Reporting. Based on the
evaluation of this material weakness, the Chief Executive Officer and Chief Financial Officer have concluded that the Company’s disclosure controls and procedures
were not effective as of December 31, 2018 to ensure that information required to be disclosed by the Company in the reports that it files or submits under the
Exchange Act is recorded, processed, summarized and reported, within the time periods
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s pecified in the SEC’s rules and forms, and that such information is accumulated and communicated to management, including our Chief Executive Officer and
Chief Financial Officer, as appropriate to allow timely decisions regarding required disclosures. Base d on a number of factors including our internal review that
identified re statements to our previously issued financial statements, and efforts to remediate the material weakness in internal control over financial reporting
described below, we believe the c onsolidated financial statements in this Annual Report on Form 10-K fairly present, in all material respects, our financial position,
results of operations and cash flows as of the dates, and for the periods, presented, in conformity with GAAP.
Management’s Report on Internal Control Over Financial Reporting
Management is responsible for establishing and maintaining adequate internal control over financial reporting, as defined in Rules 13a-15(f) and 15d15(f) of the Exchange Act. The Company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
its financial reporting and the preparation of its financial statements for external purposes in accordance with GAAP and includes those policies and procedures that:
(i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the Company; (ii)
provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the Company are being made only in accordance with authorizations of management and directors of the
Company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the Company’s assets
that could have a material effect on the financial statements. Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes
in conditions or that the degree of compliance with the policies or procedures may deteriorate. This Annual Report on Form 10-K does not include an attestation
report from our registered public accounting firm regarding internal control over financial reporting. Management's report was not subject to attestation by our
registered public accounting firm pursuant to rules of the SEC that permit emerging growth companies, which we are, to provide only management's report in this
Annual Report on Form 10-K.
Under the supervision of and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, the Company
conducted an evaluation of the effectiveness of its internal control over financial reporting based on the criteria in Internal Control — Integrated Framework issued
by the Committee of Sponsoring Organizations of the Treadway Commission (2013 framework). A material weakness is a control deficiency, or combination of
control deficiencies, such that there is a reasonable possibility that a material misstatement to the annual or interim financial statements will not be prevented or
detected on a timely basis. Based upon that evaluation, management identified the following material weakness as of December 31, 2018 in the Company’s internal
control over financial reporting, principally related to the Company’s estimation of revenue and accounts receivable processes. The Company did not have effective
controls to ensure the accuracy of its estimation of provision for doubtful accounts, revenue and accounts receivable.
This material weakness resulted in the misstatement and audit adjustments of financial statement line items and related financial disclosures, as disclosed
in Note 2A, Restatement of Previously Issued Financial Statements of the Notes to Consolidated Financial Statements included in “Part II—Item 8. Financial
Statements and Supplementary Data”.
As a result of the material weakness in internal control over financial reporting described above, management concluded that the Company’s internal
control over financial reporting was not effective as of December 31, 2018 based on the criteria in Internal Control — Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission (2013 framework).
Changes in Internal Control Over Financial Reporting
There have been no changes in our internal control over financial reporting during the fourth quarter ended December 31, 2018, that have materially
affected, or are reasonably likely to materially affect our internal control over financial reporting.
Plan for Remediation of the Material Weakness in Internal Control Over Financial Reporting
The Audit Committee has directed management to develop a detailed plan and timetable for the implementation of measures designed to remediate the
identified material weakness and other areas of related risks. The Audit Committee will monitor the design and implementation of these remedial measures. In
addition, under the oversight of the Audit Committee, the Company’s management will continue to review and make necessary changes to the overall design of the
Company’s internal control environment, as well as policies and procedures to improve the overall effectiveness of internal control over financial reporting.
As of the date of this Annual Report on Form 10-K, the Company’s management has commenced the design of remediation efforts that are intended both
to address the identified material weakness and to enhance the Company’s overall financial control environment. These remediation efforts include the evaluation of
collectability of accounts receivable and the appropriateness of the allowance for doubtful accounts, which include re-evaluating all accounting and financial
reporting controls for revenue and accounts receivable.
Management is committed to the continuous improvement of the Company’s internal control processes and will continue to diligently review the
Company’s financial reporting controls and procedures. As management continues to evaluate and work to
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improve internal control over financial reporting, the Company may determine to take additional measures to address control deficiencies or determ ine to modify, or
in appropriate circumstances not to complete, certain of the to-be-implemented remediation measures.
Item 9B. Other Information
On April 5, 2019, AAC Holdings, Inc. (the “Company”) entered into that certain Amendment No. 1 to Credit Agreement (the “Amendment”) together
with the required lenders party thereto, Credit Suisse AG, as administrative agent and collateral agent, and the other loan parties party thereto, amending that certain
Credit Agreement (the “Credit Agreement”) by and among the Company, Credit Suisse AG, as administrative agent and collateral agent, and the lenders party
thereto. Pursuant to the terms of the Amendment, the maturity date of the term loan governed by the Credit Agreement has been extended from March 31, 2020 to
April 15, 2020. The Credit Agreement has not otherwise been modified. The above discussion is qualified in its entirety by reference to the terms of the Amendment,
a copy of which has been filed as Exhibit 10.23 to this Annual Report, which are incorporated herein by reference.
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P ART III
Item 10. Directors, Executive Officers and Corporate Governance
The information required by this Item will be presented in, and is incorporated herein by reference to, the Company’s Definitive Proxy Statement for the
2019 Annual Meeting of Shareholders which will be filed with the SEC within 120 days of December 31, 2018.
Item 11. Executive Compensation
The information required by this Item will be presented in, and is incorporated herein by reference to, the Company’s Definitive Proxy Statement for the
2019 Annual Meeting of Shareholders which will be files with the SEC within 120 days of December 31, 2018.
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
The information required by this Item will be presented in and is incorporated herein by reference to the Company’s Definitive Proxy Statement for the
2019 Annual Meeting of Shareholder’s which will be filed with the SEC within 120 days of December 31, 2018.
Item 13. Certain Relationships and Related Transactions, and Director Independence
The information required by this Item will be presented in and is incorporated herein by reference to the Company’s Definitive Proxy Statement for the
2019 Annual Meeting of Shareholder’s which will be filed with the SEC within 120 days of December 31, 2018.
Item 14. Principal Accounting Fees and Services
The information required by this Item will be presented in and is incorporated herein by reference to the Company’s Definitive Proxy Statement for the
2019 Annual Meeting of Shareholder’s which will be filed with the SEC within 120 days of December 31, 2018.
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PA RT IV
Item 15. Exhibits and Financial Statement Schedules
(a) The following documents are filed as part of this Annual Report on Form 10-K:
1. Consolidated Financial Statements :
The consolidated financial statements required to be included in “Part II — Item 8. Financial Statements and Supplementary Data”, begin on Page F-1 and
are submitted as a separate section of this report.
2. Financial Statement Schedules :
All schedules are omitted because they are not applicable or are not required, or because the required information is included in the consolidated financial
statements or notes in this report.
3. Exhibits :
The exhibits required by Item 601 of Regulation S-K, except as otherwise noted, have been filed with previous reports by the Company and are incorporated
by reference herein.
Exhibit No.

Description

2.1 †

Securities Purchase Agreement dated September 13, 2017, by and among AAC Holdings, Inc., AAC Healthcare Network, Inc., AdCare, Inc.,
and AdCare Holding Trust (previously filed as Exhibit 2.1 to the Current Report on Form 8-K (File 001-36643), filed on September 13, 2017
and incorporated herein by reference).

3.1

Articles of Incorporation of AAC Holdings, Inc. (previously filed as Exhibit 3.1 to Amendment No. 2 to Registration Statement on Form S-1
(Registration No. 333-197383), filed on September 10, 2014 and incorporated herein by reference).

3.2

Amended and Restated Bylaws of AAC Holdings, Inc. (previously filed as Exhibit 4.2 to the Registration Statement on Form S-8 (Registration
No. 333-199161), filed on October 3, 2014 and incorporated herein by reference).

4.1

Form of Certificate of Common Stock of AAC Holdings, Inc. (previously filed as Exhibit 4.1 to Amendment No. 1 to the Registration Statement
on Form S-1 (Registration No. 333-197383), filed on August 15, 2014 and incorporated herein by reference).

10.1+

Form of Restricted Share Award Agreement under the AAC Holdings, Inc. 2014 Equity Incentive Plan (previously filed as Exhibit 10.1 to the
Current Report on Form 8-K (File No. 001-36643), filed on January 9, 2015 and incorporated herein by reference).

10.2+

Form of Non-Employee Director Award Agreement under the AAC Holdings, Inc. 2014 Equity Incentive Plan (previously filed as Exhibit 10.2
to the Current Report on Form 8-K (File No. 001-36643), filed on January 9, 2015 and incorporated herein by reference).

10.3+

Form of Director Indemnification Agreement (previously filed as Exhibit 10.6 to the Registration Statement on Form S-1 (Registration No. 333197383), filed on July 11, 2014 and incorporated herein by reference).

10.4+

AAC Holdings, Inc. 2014 Equity Incentive Plan as amended (previously filed as Exhibit 10.1 to the Company’s Current Report on Form 8-K
(File No. 001-36643), filed on May 17, 2017 and incorporated herein by reference).

10.5+

AAC Holdings, Inc. Employee Stock Purchase Plan as amended (previously filed as Exhibit 10.2 to the Company’s Current Report on Form 8-K
(File No. 001-36643), filed on May 17, 2017 and incorporated herein by reference).

10.6

Credit Agreement dated June 30, 2017, by and among AAC Holdings, Inc., Credit Suisse AG, as administrative agent and collateral agent and
the Lenders party thereto (previously filed as Exhibit 10.1 to the Company’s Current Report on Form 8-K (File No. 001-36643), filed on August
3, 2017 and incorporated herein by reference).

10.7

Guarantee and Collateral Agreement, dated June 30, 2017, by and among AAC Holdings, Inc., the subsidiary guarantors party thereto and Credit
Suisse AG, as collateral agent (previously filed as Exhibit 10.2 to the Company’s Current Report on Form 8-K (File No. 001-36643), filed on
August 3, 2017 and incorporated herein by reference).
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10.8

Incremental Loan Assumption Agreement dated September 25, 2017, by and between AAC Holdings, Inc., the Incremental Revolving Credit
Lenders, Credit Suisse AG, as administrative agent, and the other Loan Parties (previously filed as Exhibit 10.1 to the Company’s Current
Report on Form 8-K (File No. 001-36643), filed on September 26, 2017 and incorporated herein by reference).

10.9

Incremental Loan Assumption Agreement dated March 1, 2018, by and among AAC Holdings, Inc., American Addiction Centers, Inc. and the
Incremental Term Lenders (previously filed as Exhibit 10.1 to the Company’s Current Report on Form 8-K (File No. 001-36643), filed on March
2, 2018 and incorporated herein by reference).

10.10

Amendment No. 1, dated March 30, 2018, to Guarantee and Collateral Agreement, dated June 30, 2017 by and among AAC Holdings, Inc., a
Nevada corporation and Credit Suisse AG. (previously filed as Exhibit 10.2 to the Company’s Quarterly Report on Form 10-Q (File No. 00136643), filed on May 9, 2018 and incorporated herein by reference).

10.11*

Credit Agreement, dated as of March 8, 2019, among the Company, the lenders party thereto and Credit Suisse AG, as administrative agent and
collateral agent.

10.12*

Amendment And Waiver No. 1, dated as of March 8 2019, to the Credit Agreement, dated June 30, 2017 (as previously amended), by and
among the Company, the other loan parties thereto, the required lenders party thereto and Credit Suisse AG, as administrative agent and
collateral agent.

10.13*

Amendment No. 2, dated as of March 8, 2019, to the Guarantee and Collateral Agreement, dated as of June 30, 2017 (as previously amended),
made by the Company and certain subsidiaries of the Company in favor of Credit Suisse AG, as collateral agent.

10.14*

Guarantee And Collateral Agreement, dated March 8, 2019, made by the Company, and certain subsidiaries of the Company in favor of Credit
Suisse, AG, as collateral agent.

10.15*

Intercreditor Agreement, dated as of March 8, 2019, among Credit Suisse AG as senior lien representative and junior lien representative, AAC
Holdings, Inc. and other grantor parties thereto

10.16

Purchase and Sale Agreement, dated August 7, 2017, by and among Concorde Real Estate, LLC, Greenhouse Real Estate, LLC and MedEquities
Realty Operating Partnership, L.P. (previously filed as Exhibit 10.1 to the Company’s Current Report on Form 8-K (File No. 001-36643), filed
on August 10, 2017 and incorporated herein by reference).

10.17

Master Lease dated August 9, 2017, by and among Concorde Real Estate, LLC, Greenhouse Real Estate, LLC, AAC Las Vegas Outpatient
Center, LLC, AAC Dallas Outpatient Center, LLC, MRT of Nevada – ATF, LLC and MRT of Texas – ATF, LLC. (previously filed as Exhibit
10.2 to the Company’s Current Report on Form 8-K (File No. 001-36643), filed on August 10, 2017 and incorporated herein by reference).

10.18+

Separation Agreement and Release dated September 8, 2017, by and among AAC Holdings, Inc., American Addiction Centers, Inc. and Jerrod
N. Menz (previously filed as Exhibit 10.11 to the Company’s Annual Report on Form 10-K (File No. 001-36643), filed on February 23, 2018
and incorporated herein by reference.)

10.19+

Separation Agreement and Release dated November 9, 2017, by and among AAC Holdings, Inc., American Addiction Centers, Inc. and Kirk R.
Manz (previously filed as Exhibit 10.1 to the Company’s Current Report on Form 8-K (File No. 001-36643), filed on November 13, 2017 and
incorporated herein by reference).

10.20+

Employment Offer Letter dated December 4, 2017, by and between AAC Holdings, Inc. and Michael Nanko (previously filed as exhibit 10.14 to
the Company’s Annual Report on Form 10-K (File No. 001-36643), filed on February 23, 2018 and incorporated herein by reference)

10.21+

Employment Offer Letter dated September 5, 2018, by and by and between AAC Holdings, Inc. and Stephen Ebbett. (previously filed as Exhibit
10.1 to the Company’s Current Report on Form 8-K (File No. 001-36643), filed on September 5, 2018 and incorporated herein by reference).

10.22*+

Confidential Separation Agreement and Mutual Release, dated March 12,2019, by and between the Company and Thomas W. Doub.
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10.23*

Amendment No. 1 to Credit Agreement, dated as of April 5, 2019 among the Company, the other loan parties, the lenders party thereto and
Credit Suisse AG, as administrative agent and collateral agent.

21.1*

List of subsidiaries.

23.1*

Consent of BDO USA, LLP.

31.1*

Certification of Chief Executive Officer pursuant to Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

31.2*

Certification of Chief Financial Officer pursuant to Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

32.1**

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

32.2**

Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

101.INS*
101.SCH*

XBRL Instance Document.
XBRL Taxonomy Extension Schema Document.

101.CAL*

XBRL Taxonomy Calculation Linkbase Document.

101.DEF*

XBRL Taxonomy Extension Definition Linkbase Document.

101.LAB*

XBRL Taxonomy Labels Linkbase Document.

101.PRE*

XBRL Taxonomy Presentation Linkbase Document.

*
†
+
**

Filed herewith.
Schedules and exhibits have been omitted pursuant to Item 601(b)(2) of Regulation S-K. AAC Holdings, Inc. hereby undertakes to furnish supplemental copies
of any of the omitted schedules and exhibits upon request by the Securities and Exchange Commission.
Denotes a management contract or compensatory plan or arrangement.
The certifications attached as Exhibit 32.1 and Exhibit 32.2 that accompany this Annual Report on Form 10-K are deemed furnished and not filed with the
Securities and Exchange Commission and are not to be incorporated by reference into any filing of AAC Holdings, Inc. under the Securities Act of 1933, as
amended, or the Securities Exchange Act of 1934, as amended, whether made before or after the date of this Annual Report on Form 10-K, irrespective of any
general incorporation language contained in such filing.

Item 16. Form 10-K Summary
None.
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REPO RT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Shareholders and Board of Directors
AAC Holdings, Inc.
Brentwood, Tennessee
Opinion on the Consolidated Financial Statements
We have audited the accompanying consolidated balance sheets of AAC Holdings, Inc. (the “Company”) and subsidiaries as of December 31, 2018 and 2017, the
related consolidated statements of operations, stockholders’ equity, and cash flows for each of the three years in the period ended December 31, 2018, and the related
notes (collectively referred to as the “consolidated financial statements”). In our opinion, the consolidated financial statements present fairly, in all material respects,
the financial position of the Company and subsidiaries at December 31, 2018 and 2017, and the results of their operations and their cash flows for each of the three
years in the period ended December 31, 2018 , in conformity with accounting principles generally accepted in the United States of America.
Going Concern Uncertainty
The accompanying consolidated financial statements have been prepared assuming that the Company will continue as a going concern. As discussed in Note 2 to the
consolidated financial statements, the Company has incurred a loss from operations and negative cash flows from operations that raise substantial doubt about its
ability to continue as a going concern. Management’s plans in regard to these matters are also described in Note 2. The consolidated financial statements do not
include any adjustments that might result from the outcome of this uncertainty.
Restatement to Correct 2017 and 2016 Misstatements
As discussed in Note 2A to the consolidated financial statements, the 2017 and 2016 consolidated financial statements have been restated to correct a misstatement.
Change in Accounting Principle
As discussed in Note 3 to the consolidated financial statements, the Company has changed its method of accounting for revenue recognition in 2018 due to the
adoption of Accounting Standard Update 2014-09, Revenue from Contracts with Customers (Topic 606) .
Basis for Opinion
These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on the Company’s
consolidated financial statements based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United
States) (“PCAOB”) and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free of material misstatement, whether due to error or fraud. The Company is not required to have, nor were
we engaged to perform, an audit of its internal control over financial reporting. As part of our audits we are required to obtain an understanding of internal control
over financial reporting but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion.
Our audits included performing procedures to assess the risks of material misstatement of the consolidated financial statements, whether due to error or fraud, and
performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
consolidated financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements. We believe that our audits provide a reasonable basis for our opinion.
/s/ BDO USA, LLP
We have served as the Company's auditor since 2011.
Nashville, Tennessee
April 12, 2019
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AAC HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollars in thousands, except share data)
Year Ended December 31,
2017
Restated

2018
Revenues
Client related revenue
Non-client related revenue
Total revenues

$

Operating expenses
Salaries, wages and benefits
Client related services
Provision for doubtful accounts
Advertising and marketing
Professional fees
Other operating expenses
Rentals and leases
Litigation settlement
Depreciation and amortization
Acquisition-related expenses
Total operating expenses
(Loss) income from operations
Interest expense, net (including change in fair value of interest rate
swaps of $0, ($108), and ($180), respectively)
Loss on extinguishment of debt
Gain on contingent consideration
Other (income) expense, net
Loss before income tax expense
Income tax (benefit) expense
Net loss
Less: net loss attributable to noncontrolling interest
Net loss attributable to AAC Holdings, Inc. common stockholders
Basic loss per common share
Diluted loss per common share
Weighted-average common shares outstanding:
Basic
Diluted

284,525
11,238
295,763

308,538
9,103
317,641

$

270,569
9,201
279,770

174,772
32,747
366
13,744
19,894
47,716
10,367
11,136
21,986
573
333,301
(37,538)

146,390
27,031
25,932
12,315
12,638
36,309
7,514
23,607
21,504
1,162
314,402
3,239

141,073
24,446
38,549
18,275
16,468
29,627
7,363
1,292
17,686
2,691
297,470
(17,700)

$

32,220
—
(501)
465
(69,722)
(3,004)
(66,718)
7,314
(59,404)

$

16,811
5,435
—
116
(19,123)
(1,742)
(17,381)
4,508
(12,873)

$

8,175
—
(1,350)
(500)
(24,025)
2,345
(26,370)
5,152
(21,218)

$
$

(2.47)
(2.47)

$
$

(0.55)
(0.55)

$
$

(0.93)
(0.93)

24,090,639
24,090,639
See accompanying notes to consolidated financial statements.
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$

2016
Restated

23,277,444
23,277,444

22,718,117
22,718,117

AAC HOLDINGS, INC.
CONSOLIDATED BALANCE SHEETS
(Dollars in thousands)
As of December 31,
2018
2017
Restated
Assets
Current assets
Cash and cash equivalents
Accounts receivable, net of allowances
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Goodwill
Intangible assets, net
Deferred tax assets, net
Other assets
Total assets

$

$

Liabilities and Stockholders’ Equity
Current liabilities
Accounts payable
Accrued and other current liabilities
Accrued litigation
Current portion of long-term debt
Total current liabilities
Deferred tax liabilities
Long-term debt, net of current portion and debt issuance costs
Financing lease obligation, net of current portion
Other long-term liabilities
Total liabilities

$

Stockholders’ equity
Common stock, $0.001 par value:
70,000,000 shares authorized, 24,573,679 and 23,872,436 shares issued
and outstanding at December 31, 2018 and 2017, respectively
Additional paid-in capital
Retained deficit
Total stockholders’ equity
Noncontrolling interest
Total stockholders’ equity including noncontrolling interest
Total liabilities and stockholders’ equity

$

See accompanying notes to consolidated financial statements.
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5,409
47,860
10,695
63,964
166,921
198,952
12,063
10,377
452,277

$

13,507
30,544
8,000
309,394
361,445
1,227
9,764
24,421
13,147
410,004

$

25
161,962
(97,574)
64,413
(22,140)
42,273
452,277

$

$

13,818
63,746
4,022
81,586
152,548
134,396
8,829
1,650
12,556
391,565

4,579
27,661
23,607
4,722
60,569
196,451
24,541
10,546
292,107

24
152,430
(38,170)
114,284
(14,826)
99,458
391,565

AAC HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(In thousands, except share data)

Balance at December 31, 2015, as reported
Cumulative effect of restatement on prior years (see Note 2A)
Balance at December 31, 2015, restated
Common stock granted and issued under stock incentive plan,
net of forfeitures
Common stock withheld for minimum statutory taxes
Effect of employee stock purchase plan
Townsend Acquisition
Solutions Acquisition
Acquisition of marketing intangibles
Net loss, restated
Balance at December 31, 2016, restated
Common stock granted and issued under stock incentive plan,
net of forfeitures
Common stock withheld for minimum statutory taxes
Effect of employee stock purchase plan
Common stock recouped from escrow for contingent
consideration on acquisition
Net loss, restated
Balance at December 31, 2017, restated
Common stock granted and issued under stock incentive
plan, net of forfeitures
Common stock withheld for minimum statutory taxes
Effect of employee stock purchase plan
Common stock issued upon acquisition of AdCare, Inc.
Net loss
Balance at December 31, 2018

Common Stock –
AAC Holdings, Inc.
Shares
Outstanding
Amount
22,813,809
$
23
—
—
22,813,809
$
23
106,663
(65,089)
44,174
447,369
309,871
17,110
—
23,673,907

$

—
—
—
1
—
—
—
24

Additional
Paid-in
Capital
$
121,923
—
$
121,923

$

8,823
(895)
682
9,112
6,318
—
—
145,963

Retained
(Deficit)
Earnings
$ 19,708
(23,787)
$ (4,079)

Total
Stockholders’
Equity of
AAC Holdings, Inc.
$
141,654
(23,787)
$
117,867

NonControlling
Interests
$
(5,166)
—
$
(5,166)

Total
Stockholders’
Equity
$
136,488
(23,787)
$
112,701

—
—
—
—
—
—
(21,218)
$ (25,297)

8,823
(895)
682
9,113
6,318
—
(21,218)
120,690

—
—
—
—
—
—
(5,152)
(10,318)

8,823
(895)
682
9,113
6,318
—
(26,370)
110,372

229,958
(76,385)
97,589

—
—
—

7,513
(660)
614

(52,633)
—
23,872,436

$

—
—
24

$

(1,000)
—
152,430

—
(12,873)
$ (38,170)

$

—
—
—
1
—
25

$

3,877
(166)
383
5,438
—
161,962

—
—
—
—
(59,404)
$ (97,574)

119,785
(28,989)
48,396
562,051
—
24,573,679

—
—
—

See accompanying notes to consolidated financial statements.
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$

$

7,513
(660)
614

$

(1,000)
(12,873)
114,284

$

3,877
(166)
383
5,439
(59,404)
64,413

$

—
—
—

$

—
(4,508)
(14,826)

$

—
—
—
—
(7,314)
(22,140)

7,513
(660)
614

$

(1,000)
(17,381)
99,458

$

3,877
(166)
383
5,439
(66,718)
42,273

AAC HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in thousands)
Year Ended December 31,
2017 Restated
2016

2018
Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash provided by
operating activities:
Provision for doubtful accounts
Depreciation and amortization
Equity compensation
Loss on disposal of property and equipment
Loss on extinguishment of debt
Gain on contingent consideration
Amortization of debt issuance costs
Deferred income taxes
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other assets
Accounts payable
Accrued and other current liabilities
Accrued litigation
Other long-term liabilities
Net cash (used in) provided by operating activities
Cash flows from investing activities:
Purchase of property and equipment
Acquisition of subsidiaries
Change in funds held on acquisition
Net cash used in investing activities
Cash flows from financing activities:
Payments on 2015 Credit Facility and Deerfield Facility
Proceeds from 2015 Credit Facility and Deerfield Facility,
net of deferred financing costs
Payments on 2017 Credit Facility
Proceeds from 2017 Credit Facility, net of deferred financing costs
Proceeds from financing lease obligation, net of deferred financing costs
Payments on capital leases and other
Payments on AdCare Note
Repayment of long-term debt — related party
Change in funds held on acquisition
Payment of employee taxes for net share settlement
Net cash provided by financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

$

(66,718)

$

(26,370)

25,932
21,504
7,513
55
5,435
1,564
(4,136)

38,549
17,686
8,823
163
(1,350)
633
1,772

19,876
(5,578)
5,737
1,780
(15,607)
(754)
(28,854)

(43,676)
(6,725)
(4,576)
4,685
22,645
6,453
19,292

(45,838)
2,510
824
2,973
162
(394)
143

(18,949)
(65,827)
(84,776)

(33,041)
(1,000)
(34,041)

(37,304)
(18,825)
(325)
(56,454)

(211,094)

(5,376)

18,000
(17,126)
211,073
24,621
(791)
1,000
(1,080)
24,603
9,854
3,964
13,818

48,930
(834)
(1,195)
41,525
(14,786)
18,750
3,964

(6,896)
114,286
(798)
(750)
(621)
105,221
(8,409)
13,818
5,409

See accompanying notes to consolidated financial statements.
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$

366
21,986
3,877
1,007
(501)
2,797
2,878

-

$

(17,381)

Restated

$

$

AAC HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in thousands)

Year Ended December 31,
2017
Restated
2016

2018
Supplemental disclosures of cash flow information:
Cash and cash equivalents paid for:
Interest, net of capitalized interest
Income taxes, net of refunds
Supplemental information on non-cash investing and financing transactions:
2018 Acquisition:
Purchase price, including contingent consideration
Buyer common stock issued
Contingent consideration
Promissory note issued
Cash acquired
Change in funds held on acquisition
Cash paid for acquisition
2016 Acquisitions:
Purchase price, including contingent consideration
Buyer common stock received (issued)
Cash (received) paid for acquisition

$
$

31,894
968

$
$

16,088
367

$
$

4,933
2,626

$

85,103
(5,439)
(501)
(9,636)
(2,700)
(1,000)
65,827

$

—
—
—
—
—
—
—

$

—
—
—
—
—
—
—

$
$

Acquisition of equipment through capital lease
Accrued purchase of property and equipment
Accrued employee taxes for net share settlement

$
$

$

—
—
—

$
$
$

975
1,208
14

$
$
$

See accompanying notes to consolidated financial statements.
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Restated

$

(2,000)
1,000
(1,000)
82
800
475

$
$
$

33,930
(15,105)
18,825

$
$
$

1,807
2,650
895

AAC HOLDINGS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Description of Business
AAC Holdings, Inc. (collectively with its subsidiaries, the “Company”), was incorporated on February 12, 2014. The Company is headquartered in
Brentwood, Tennessee and provides inpatient and outpatient substance use treatment services for individuals with drug and alcohol addiction. In addition to the
Company’s inpatient and outpatient substance use treatment services, the Company performs drug testing, diagnostic laboratory services, and provides physician
services to clients. The Company operates numerous facilities located throughout the United States, including inpatient substance abuse treatment facilities,
standalone outpatient centers and sober living facilities that focused on delivering effective clinical care and treatment solutions.
2. Basis of Presentation
Principles of Consolidation
The Company conducts its business through limited liability companies and C-corporations, each of which is a direct or indirect wholly owned subsidiary
of the Company. The accompanying consolidated financial statements include the accounts of the Company, its wholly owned subsidiaries, and the accounts of
variable interest entities (“VIEs”) in which the Company is the primary beneficiary, which include certain professional groups through rights granted to the
Company by contract to manage and control the business of such professional groups. All intercompany transactions and balances have been eliminated in
consolidation.
The Company consolidated seven professional groups (“Professional Groups”) that constituted VIEs as of December 31, 2018 and 2017. The Professional
Groups are responsible for the supervision and delivery of medical services to the Company’s clients. The Company provides management services to the
Professional Groups. Based on the Company’s ability to direct the activities that most significantly impact the economic performance of the Professional Groups,
provide necessary funding to the Professional Groups and the obligation and likelihood of absorbing all expected gains and losses of the Professional Groups, the
Company has determined that it is the primary beneficiary of these Professional Groups.
The accompanying consolidated balance sheets include assets of $1.5 million and $2.1 million as of December 31, 2018 and 2017, respectively, and
liabilities of $0.6 million and $0.4 million, respectively, related to the VIEs. The accompanying consolidated income statements include net loss attributable to
noncontrolling interest of $7.3 million, $4.5 million and $5.2 million related to the VIEs for the years ended December 31, 2018, 2017 and 2016, respectively.
The accompanying consolidated financial statements have been prepared in accordance with GAAP. The preparation of financial statements in conformity
with GAAP requires management to make estimates and assumptions that affect the amounts reported in the consolidated financial statements and accompanying
notes. Actual results could differ from those estimates.
Change in Accounting Estimate
During the three months ended September 30, 2018 and effective as of July 1, 2018, the Company made a change in its accounting estimate of the
collectability of accounts receivable, specifically relating to accounts where the Company has received a partial payment from a commercial insurance company and
the Company is continuing to pursue additional collections for the balance that the Company estimates remains outstanding (“partial payment accounts receivable”).
Based on the limited number of claims that were closed through the Company’s historical appeals process, information with respect to the ultimate resolution of the
appeals of these partial payment accounts receivable has been limited. As a result, initial assumptions of the ultimate collectability rates for partial payment accounts
receivable were primarily based on industry and other data. During 2018, to enhance the Company’s own collection processes, the Company began using a thirdparty vendor to pursue collections on these partial payment accounts receivable. As of December 31, 2018, the Company is using this vendor exclusively for
collection of the partial payment accounts receivable. As a result of utilizing the third-party vendor, the number of partial payment claims closed through the appeals
process has increased allowing the Company to rely on its own collection history and additional information obtained from the third party vendor to estimate
ultimate collectability. This recent information indicated that the Company’s current assumptions were different from its historical assumptions. The Company used
this additional information to further refine its procedures to more precisely estimate the collectability of partial payment accounts receivable. This change in
estimate resulted in a reduction in revenue of approximately $6.0 million, an increase in net loss of approximately $5.7 million, or $0.24 loss per basic and diluted
share for year ended December 31, 2018. The Company determined this change in assumptions and estimation procedures of the collectability of partial payment
accounts receivable is a change in accounting estimate in accordance with Accounting Standards Codification (“ASC”) 250-10 “Accounting Changes and Error
Corrections.”
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Going Concern
The Company incurred a loss from operations and had negative cash flows from operations for the year ended December 31, 2018, which contributed to
limited liquidity at December 31, 2018. This resulted primarily from declines in patient census during the third and fourth quarters of 2018. The Company’s revenue
is directly impacted by its ability to maintain census, which is dependent on a variety of factors, many of which are outside of the Company’s control, including its
referral relationships, average length of stay of its clients, the extent to which third-party payors require preadmission authorization or utilization review controls,
competition in the industry, the effectiveness of the Company’s multi-faceted sales and marketing strategy and the individual decisions of the Company’s clients to
seek and commit to treatment. On March 8, 2019 the Company entered into an incremental senior credit facility for a principal loan of $30 million which originally
matured on March 31, 2020 and was subsequently amended to mature on April 15, 2020.
The uncertainties associated with the factors described above raise substantial doubt about the Company's ability to continue as a going concern. In order
for the Company to continue operations beyond the next twelve months and to be able to discharge its liabilities and commitments in the normal course of business,
the Company must do some or all of the following: (i) improve operating results by increasing census while maintaining efficiency regarding operating expenses
through the cost savings initiatives implemented in late 2018 and early 2019; (ii) execute strategic alternatives related to the Company’s real-estate portfolio which
could include further sale leasebacks of individual facilities or larger portions of the company’s real estate portfolio (iii) sell additional non-core or non-essential
assets; and/or (iv) obtain additional financing. There can be no assurance that the Company will be able to achieve any or all of the foregoing.
The consolidated financial statements were prepared on a going concern basis in accordance with U.S. GAAP. The going concern basis of presentation
assumes that the Company will continue in operation for the next twelve months and will be able to realize its assets and discharge its liabilities and commitments in
the normal course of business. It does not include any adjustments to reflect the possible future effects on the recoverability and classification of assets or the
amounts and classification of liabilities that may result from its inability to continue as a going concern.
2A. Restatement of Previously Issued Financial Statements
Subsequent to the year ended December 31, 2018 and as part of the preparation of the Company’s year-end financial statements, using recently developed
financial database analytical tools, the Company became aware of historical cash collection trends by customer that existed at the time of the issuance of the
historical financial statements. As a result of this review and after consultation and deliberation with regard to the appropriate accounting treatment, including
discussion as to the size of the adjustments, the Company concluded that this oversight by the Company of the historical collection trends by customer led to the
adjustments being considered corrections of an error under accounting principles generally accepted in the United States of America . The adjustments relate to
estimates of accounts receivable, provision for doubtful accounts and revenue for the relevant periods described below and reclassifications, as well as the related
income tax effects.
The cumulative effect of this error on the Company’s consolidated retained earnings at January 1, 2016 has been reflected as a reduction to retained
earnings of approximately $23.8 million. The impact of the correction of an error on the affected line items of the Company’s consolidated balance sheets as of
December 31, 2016 and 2017 and consolidated statements of operations and cash flows for the years ended December 31, 2016 and 2017 is set forth below:
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AAC Holdings, Inc.
Consolidated Statement of Operations
(Dollars in thousands, except share data)
Year Ended,
December 31, 2017
As
Previously
Reported
Adjustments
Restated
Revenues
Client related revenue
Non-client related revenue
Total revenues

$

Operating expenses
Salaries, wages and benefits
Client related services
Provision for doubtful accounts
Advertising and marketing
Professional fees
Other operating expenses
Rentals and leases
Litigation settlement
Depreciation and amortization
Acquisition-related expenses
Total operating expenses
(Loss) income from operations
Interest expense, net (including change in fair value of
interest rate swaps of ($108), and ($180), respectively)
Loss on extinguishment of debt
Gain on contingent consideration
Other (income) expense, net
Loss before income tax expense
Income tax (benefit) expense
Net loss
Less: net loss attributable to noncontrolling interest
Net loss attributable to AAC Holdings, Inc. common
stockholders
Basic loss per common share
Diluted loss per common share
Weighted-average common shares outstanding:
Basic
Diluted

$
$

308,538
9,103
317,641

$

-

$

308,538
9,103
317,641

146,390
27,031
36,914
12,315
12,638
36,309
7,514
23,607
21,504
1,162
325,384
(7,743)

(10,982)
(10,982)
10,982

146,390
27,031
25,932
12,315
12,638
36,309
7,514
23,607
21,504
1,162
314,402
3,239

16,811
5,435
116
(30,105)
(5,018)
(25,087)
4,508

10,982
3,276
7,706
-

(20,579)

7,706

(0.88)
(0.88)

$
$

23,277,444
23,277,444

December
31, 2016

As
Previously
Reported
$

270,569
9,201
279,770

Adjustments
$

Restated
-

$

270,569
9,201
279,770

141,073
24,446
21,485
18,275
16,468
29,627
7,363
1,292
17,686
2,691
280,406
(636)

17,064
17,064
(17,064)

141,073
24,446
38,549
18,275
16,468
29,627
7,363
1,292
17,686
2,691
297,470
(17,700)

16,811
5,435
116
(19,123)
(1,742)
(17,381)
4,508

8,175
(1,350)
(500)
(6,961)
(1,220)
(5,741)
5,152

(17,064)
3,565
(20,629)
-

8,175
(1,350)
(500)
(24,025)
2,345
(26,370)
5,152

(12,873)

(589)

(20,629)

(21,218)

(0.55) $
(0.55) $
23,277,444
23,277,444
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Year Ended,

(0.03)
(0.03)
22,718,117
22,718,117

$
$

(0.93)
(0.93)
22,718,117
22,718,117

AAC Holdings, Inc.
Consolidated Balance Sheet
(Dollars in thousands, except share data)
Year Ended,

December 31,
2017
Adjustments

As Previously Reported
Assets
Current assets
Cash and cash equivalents
Accounts receivable, net of allowances
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Goodwill
Intangible assets, net
Deferred tax assets, net
Other assets
Total assets

$

$

Liabilities and Stockholders’ Equity
Current liabilities
Accounts payable
Accrued and other current liabilities
Accrued litigation
Current portion of long-term debt
Total current liabilities
Deferred tax liabilities
Long-term debt, net of current portion and debt issuance costs
Financing lease obligation, net of current portion
Other long-term liabilities
Total liabilities

$

Stockholders’ equity
Common stock, $0.001 par value:
70,000,000 shares authorized, 23,872,436 shares issued
and outstanding at December 31, 2017, respectively
Additional paid-in capital
Retained deficit
Total stockholders’ equity
Noncontrolling interest
Total stockholders’ equity including noncontrolling interest
Total liabilities and stockholders’ equity

$
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13,818
94,096
4,022
111,936
152,548
134,396
8,829
8,010
12,556
428,275

$

4,579
27,661
23,607
4,722
60,569
196,451
24,541
10,546
292,107

$

$

24
152,430
(1,460)
150,994
(14,826)
136,168
428,275 $

Restated

- $
(30,350)
(30,350)
(6,360)
(36,710) $

-

$

(36,710)
(36,710)
(36,710)
(36,710) $

13,818
63,746
4,022
81,586
152,548
134,396
8,829
1,650
12,556
391,565

4,579
27,661
23,607
4,722
60,569
196,451
24,541
10,546
292,107

24
152,430
(38,170)
114,284
(14,826)
99,458
391,565

AAC Holdings, Inc.
Consolidated Statements of Cash Flows
(Dollars in thousands, except share data)
Year Ended,

December
31, 2017

As
Previously
Reported
Cash flows from operating activities:
Net loss
$
Adjustments to reconcile net loss to net cash provided by
operating activities:
Provision for doubtful accounts
Depreciation and amortization
Equity compensation
Loss on disposal of property and equipment
Loss on extinguishment of debt
Gain on contingent consideration
Amortization of debt issuance costs
Deferred income taxes
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other assets
Accounts payable
Accrued and other current liabilities
Accrued litigation
Other long-term liabilities
Net cash provided by operating activities
Cash flows from investing activities:
Purchase of property and equipment
Acquisition of subsidiaries
Change in funds held on acquisition
Net cash used in investing activities
Cash flows from financing activities:
Payments on 2015 Credit Facility and Deerfield Facility
Proceeds from 2015 Credit Facility and Deerfield Facility,
net of deferred financing costs
Payments on 2017 Credit Facility
Proceeds from 2017 Credit Facility, net of deferred financing
costs
Proceeds from financing lease obligation, net of deferred
financing costs
Payments on capital leases and other
Payments on AdCare Note
Repayment of long-term debt — related party
Change in funds held on acquisition
Payment of employee taxes for net share settlement
Net cash provided by financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period
$

(25,087)

Adjustments
$

36,914
21,504
7,513
55
5,435
1,564
(7,412)

7,706

Restated
$

(10,982)
3,276

(17,381) $

Year Ended,
December 31, 2016
As
Previously
Reported
Adjustments
Restated
(5,741) $

(20,629) $

(26,370)

25,932
21,504
7,513
55
5,435
1,564
(4,136)

21,485
17,686
8,823
163
(1,350)
633
(1,793)

17,064
3,565

38,549
17,686
8,823
163
(1,350)
633
1,772

(43,676)
(6,725)
(4,576)
4,685
22,645
6,453
19,292

-

(43,676)
(6,725)
(4,576)
4,685
22,645
6,453
19,292

(45,838)
2,510
824
2,973
162
(394)
143

-

(45,838)
2,510
824
2,973
162
(394)
143

(33,041)
(1,000)
(34,041)

-

(33,041)
(1,000)
(34,041)

(37,304)
(18,825)
(325)
(56,454)

-

(37,304)
(18,825)
(325)
(56,454)

(211,094)

-

(211,094)

(5,376)

-

(5,376)

18,000
(17,126)

-

18,000
(17,126)

48,930
-

-

48,930
-

211,073

-

211,073

-

-

-

24,621
(791)
1,000
(1,080)
24,603
9,854
3,964
13,818

$
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-

$

24,621
(791)
1,000
(1,080)
24,603
9,854
3,964
13,818 $

(834)
(1,195)
41,525
(14,786)
18,750
3,964 $

-

$

(834)
(1,195)
41,525
(14,786)
18,750
3,964

3. Summary of Significant Accounting Policies
Use of Estimates
The preparation of consolidated financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenue and expenses at the date and for the periods that the consolidated financial statements are prepared. On an ongoing
basis, the Company evaluates its estimates, including those related to insurance adjustments, provisions for doubtful accounts, goodwill and intangible assets, longlived assets, deferred revenue and income taxes. The Company bases its estimates on historical experience and on various other assumptions that are believed to be
reasonable under the circumstances. Actual results could materially differ from those estimates.
General and Administrative Costs
The majority of the Company’s expenses are “cost of revenue” items. Costs that could be classified as general and administrative expenses include the
Company’s corporate overhead costs, which were $81.6 million, $96.1 million, and $74.8 million for the years ended December 31, 2018, 2017 and 2016,
respectively.
Client Related Revenue
The Company provides services to its clients in both inpatient and outpatient treatment settings. Client related revenues are recognized when services are
performed at estimated net realizable value from clients, third-party payors and others for services provided. The Company receives the majority of payments from
commercial payors at out-of-network rates. Client related revenues are recorded at established billing rates less adjustments to estimate net realizable value.
Adjustments are recorded to state client service revenue at the amount expected to be collected for the service provided based on historic adjustments for out-ofnetwork services not under contract. Prior to admission, each client’s insurance is verified, and the client self-pay amount is determined. The client self-pay portion
is generally collected upon admission. In some instances, clients will pay out-of-pocket as services are provided or will make a deposit and negotiate the remaining
payments. These out-of-pocket payments are included in accrued liabilities in the accompanying consolidated balance sheets, and revenue related to these payments
is deferred and recognized over the period services are provided. Scholarships may be provided to a limited number of clients. The Company does not recognize
revenue for care provided via scholarships.
For the year ended December 31, 2018, no payor accounted for more than 10% of the Company’s revenue for the year ended December 31, 2018.
For the year ended December 31, 2017, approximately 11.4% of the Company’s revenue was derived from Blue-Cross Blue Shield of Nevada, 10.9%
came from Blue-Cross Blue-Shield of Texas and 10.3% came from Blue-Cross Blue-Shield of Florida. No other payor accounted for more than 10% of the
Company’s revenue for the year ended December 31, 2017.
For the year ended December 31, 2016, approximately 10.5% of the Company’s revenue was derived from Anthem Blue-Cross Blue-Shield of Florida,
10.4% by Blue-Cross Blue-Shield of Texas and 10.4% by Aetna. No other payor accounted for more than 10% of revenue for the year ended December 31, 2016.
The following tables summarize the composition of the Company’s client related revenue for inpatient treatment facility services, outpatient facility and
sober living services, and client related diagnostic services. Inpatient treatment facility services include revenues from related professional services, and client
related diagnostic services includes revenues from point of care services as well as laboratory services.
For the year ended December 31, 2018 and 2017, client related revenue was (in thousands):
Year Ended
December 31, 2018
As Reported
Amount

Inpatient treatment facility services
Outpatient facility and sober living services
Client related diagnostic services
Total client related revenue

$

$

235,513
34,405
14,607
284,525

2017
%

Year Ended
December 31,
Restated

Amount

82.8
12.1
5.1
100.0
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$

$

246,976
29,080
32,482
308,538

Increase (Decrease)

%

Amount

80.0
9.4
10.6
100.0

$

$

(11,463)
5,325
(17,875)
(24,013)

%

(4.6)
18.3
(55.0)
(7.8)

F or the year ended December 31, 2018 and 2017, client related revenue on a comparable basis was (in thousands):
Previous Accounting Guidance
Year Ended
December 31, 2018
Amount

Inpatient treatment facility services
Outpatient facility and sober living services
Client related diagnostic services
Total client related revenue

$

$

247,273
35,947
24,561
307,781

2017
%

As Reported
Year Ended
December 31,
Restated

Amount

80.3
11.7
8.0
100.0

$

$

Increase (Decrease)

%

246,976
29,080
32,482
308,538

Amount

80.0
9.4
10.6
100.0

$

$

%

297
6,867
(7,921)
(757)

0.1
23.6
(24.4)
(0.2)

Non-Client Related Revenue
Our non-client related revenue primarily consists of service charges for diagnostic laboratory services provided to clients of third-party addiction
treatment providers, addiction care treatment services for individuals in the criminal justice system and payments by third-party behavioral healthcare providers who
use our digital outreach platforms. Non-client revenue is recognized at the point in time that the Company satisfies its performance obligations in each service area.
Allowance for Contractual and Other Discounts
The Company derives the majority of its revenue from non-governmental commercial payors at out-of-network rates. Management estimates the
allowance for contractual and other discounts based on its historical collection experience. The services authorized and provided, and the related reimbursements are
often subject to interpretation and negotiation that could result in payments that differ from the Company’s estimates.
Accounts Receivable and Allowance for Doubtful Accounts
Accounts receivable primarily consists of amounts due from third-party payors and is recorded net of contractual discounts. The Company’s ability to
collect outstanding receivables is critical to its results of operations and cash flows. Prior to the adoption of Topic 606, accounts receivable is reported net of an
allowance for doubtful accounts, which is management’s best estimate of accounts receivable that could become uncollectible in the future. Accordingly, accounts
receivable reported in the Company’s consolidated financial statements is recorded at the net amount expected to be received. The Company’s primary collection
risks are (i) the risk of overestimating net revenue at the time of billing that may result in the Company receiving less than the recorded receivable, (ii) the risk of
non-payment as a result of commercial insurance companies denying claims, (iii) the risk that clients will fail to remit insurance payments to the Company when the
commercial insurance company pays out-of-network claims directly to the client and (iv) resource and capacity constraints that may prevent the Company from
handling the volume of billing and collection issues in a timely manner. The Company’s allowance for doubtful accounts is based on historical experience, but
management also takes into consideration the age of accounts, creditworthiness of payors and current economic trends when evaluating the adequacy of the
allowance for doubtful accounts. Subsequent to the year ended December 31, 2018 and as part of the preparation of the Company’s year-end financial statements, the
Company used recently developed financial database analytical tools, in order to analyze cash collection trends for historical and prospective periods relating to its
accounts receivable and allowance for doubtful accounts which resulted in more precise estimates being utilized beginning with the fourth quarter of 2018. See Note
2A, Restatement of Previously Issued Financial Statements to the Notes to the Consolidated Financial Statements and in Note 17, Unaudited Quarterly Information
(Restated) included in Item 8 of this Annual Report on Form 10-K for further information regarding the impact to prior periods.
Approximately $2.2 million and $14.6 million of accounts receivable, net of the allowance for doubtful accounts, at December 31, 2018 and 2017,
respectively, includes accounts where the Company has received a partial payment from a commercial insurance company and the Company is continuing to pursue
additional collections for the estimated balance. An account is written off only after the Company has exhausted collection efforts or otherwise determines an
account to be uncollectible.
The following table presents a summary of the Company’s aging of accounts receivable, net of the allowance for doubtful accounts as of December 31,
2017. 2018 is not presented as under Topic 606, the Company has no allowance for doubtful accounts as of December 31, 2018.
31-180
Days

Current
December 31, 2017, restated

31.2%
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Over 180
Days
44.7%

Total
24.1%

100.0%

At December 31, 2018 , no payor accounted for more than 10% of accounts receivable. At December 31, 201 7 , 11.6% of accounts receivable was from
Anthem Blue-Cross Blue-Shield of Colorado and 10.3 % was from Blue-Cross Blue-Shield of California. No other payor accounted for more than 10% of accounts
receivable at December 31, 201 7 .
A summary of activity in the Company’s allowance for doubtful accounts is as follows (in thousands):
Balance at December 31, 2015, restated
Additions charged to provision for doubtful accounts
Accounts written off, net of recoveries
Balance at December 31, 2016, restated
Additions charged to provision for doubtful accounts
Accounts written off, net of recoveries
Balance at December 31, 2017, restated

$

Balance at January 1, 2018 (1)
Additions charged to provision for doubtful accounts
Accounts written off, net of recoveries
Balance at December 31, 2018

$

(1)

$

$

$

41,145
38,549
(10,234)
69,460
25,932
(6,968)
88,424
366
(366)
-

As discussed at Note 3 to the Notes of the Consolidated Financial Statements, on January 1, 2018, the Company adopted the new revenue recognition standard (Topic 606). Upon
adoption of Topic 606, the allowance for doubtful accounts of approximately $88.4 million was reclassified as a component of accounts receivable. The only activity that is now
recorded as a provision for doubtful accounts is related to specific customers that experience significant adverse changes in creditworthiness, such as bankruptcies.

Cash and Cash Equivalents
The Company considers all highly liquid investments with maturities of three months or less when purchased to be cash equivalents.
Property and Equipment
Property and equipment are stated at cost or at acquisition date fair value for assets obtained in business combinations, net of accumulated depreciation.
Expenditures for maintenance and repairs are charged to expense as incurred. The Company capitalizes interest paid on debt that is outstanding while construction
projects are in progress, and such interest is included in the cost of the related asset. Capitalized interest recognized by the Company for the year ended December
31, 2018 was $0.3 million. Assets held for development are classified as construction in progress, and the Company does not depreciate these assets until they are
placed in service. Leasehold improvements are amortized over their estimated useful lives or the remaining lease period, whichever is less. Assets under capital
leases are amortized over the lease term or in the event of transfer of ownership at the end of the lease over the economic life of the leased asset. Depreciation is
calculated using the straight-line method over the estimated economic useful lives of the assets, as follows:
Range of Lives
Computer software and equipment
Buildings
Furniture, fixtures and equipment
Vehicles
Equipment under capital lease
Leasehold improvements

3 years
36 years
5 years
5 years
3-5 years
Life of the asset or lease,
whichever is less

Assets and Liabilities Held for Sale
We report long-lived assets to be disposed of by sale as held for sale and recognize those assets in the balance sheet at the lower of carrying amount or fair
value less cost to sell, and we cease depreciation and amortization.
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In November 2018, the Company began actively pursuing the sale of its Townsend operations. On January 28, 2019, the Company finalized the sale for
$1.9 million in cash proceeds from the buyer . The assets and liabilities deemed held for sale by the Company at December 31,2018 were as follows:
•
•
•
•

$0.1 million of property, plant and equipment, net;
$0.8 million of intangible assets, net;
$0.1 million of other long-term assets;
$0.1 million of current liabilities.

The fair value of the assets deemed as held for sale were considered a Level 1 estimate. Because the implied fair value of the assets and liabilities was
greater than the carrying value as of December 31, 2018, the Company did not recognize a gain or loss related to the assets held for sale for the year ended December
31, 2018. The Company recognized a gain of $0.9 million on January 28, 2019 related to the sale.
Goodwill and Other Intangible Assets
The Company has only one operating segment, substance abuse and behavioral healthcare treatment services, for segment reporting purposes. The
substance abuse and behavioral healthcare treatment services operating segment represents one reporting unit for purposes of the Company’s goodwill impairment
test. Goodwill represents the excess of the purchase price over the fair value of the identifiable net assets acquired. Goodwill and intangible assets with indefinite
lives are not amortized, but instead are tested for impairment at least annually or whenever events or changes in circumstances indicate the carrying value may not be
recoverable. If the carrying value of goodwill exceeds its implied fair value, an impairment loss is recorded.
While performing the Company’s annual goodwill impairment test as of December 31, 2018, t he Company assessed certain indicators of goodwill
impairment including, but not limited to, a declining market capitalization, declining cash flows and negative trending performance indicators, such as admissions
and total daily census. Because these factors indicated impairment was likely, the Company performed a quantitative analysis to measure the amount of loss due to
goodwill impairment, if any. Determining whether an impairment has occurred typically requires various estimates and assumptions, including determining which
undiscounted cash flows are directly related to the potentially impaired asset, the useful life over which cash flows will occur, their amount, and the asset’s residual
value, if any. In turn, measurement of an impairment loss requires a determination of fair value, which is based on the best information available. We derive the
required undiscounted cash flow estimates from our historical experience and our internal forecasted business plans. To determine fair value, we use quoted market
prices when available, our internal cash flow estimates discounted at a discount rate of 16% and independent appraisals, as appropriate. See Note 7 for further
discussion regarding the 2018 goodwill impairment test.
The Company has no intangible assets with indefinite useful lives other than goodwill.
The Company’s other intangible assets principally relate to trademarks, marketing intangibles, non-compete agreements, services contracts and leasehold
interests acquired during business combinations. Trademarks, marketing intangibles and service contracts are amortized over a period of ten years, non-compete
agreements are amortized over the term of the agreements, and leasehold interests are amortized over the remaining life of the leases.
Long-Lived Asset Impairment
Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate the carrying amount of an asset may not be
recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an asset to future net undiscounted cash flows
expected to be generated by the asset. Impairment is measured by the amount by which the carrying value of the assets exceeds the fair value of the assets.
We review long-lived assets for impairment whenever events or changes in circumstances indicate that the related carrying amounts may not be
recoverable. Due to the goodwill impairment recognized as of December 31, 2018, t he Company considered indicators of impairment related to long-lived assets.
Determining whether an impairment has occurred typically requires various estimates and assumptions, including determining which undiscounted cash flows are
directly related to the potentially impaired asset, the useful life over which cash flows will occur, their amount, and the asset’s residual value, if any. In turn,
measurement of an impairment loss requires a determination of fair value, which is based on the best information available. We derive the required undiscounted
cash flow estimates from our historical experience and our internal forecasted business plans. To determine fair value, we use quoted market prices when available,
our internal cash flow estimates discounted at an appropriate discount rate and independent appraisals, as appropriate.
The Company did not recognize any impairment to long-lived assets during the years ended December 31, 2018, 2017 or 2016.
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Accrued and Other Current Liabilities
The Company’s accrued liabilities, reflected as a current liability in the accompanying consolidated balance sheets, consist of the following (in
thousands):
Year Ended December 31,
2018
2017

Accrued payroll liabilities
Accrued interest
Other
Total accrued liabilities

$

12,892
4,792
12,860
30,544

$

13,197
2,864
11,600
27,661

Separately disclosed on the balance sheet as of December 31, 2018 are accrued litigation expenses of $8.0 million of expenses related to shareholder
lawsuits that were settled in November 2018.
Separately disclosed on the balance sheet as of December 31, 2017 are accrued litigation expenses of $23.6 million, which includes $23.3 million of
expenses related to shareholder lawsuits that were settled in principle in December 2017, subject to court approval, which cannot be assured. Refer to Note 15
(Commitments and Contingencies) for further information regarding these matters.
Segment
The focus of all Company operations is centered on a single service, substance abuse and behavioral healthcare treatment. The Company is organized and
operates as one reportable segment, consisting of various treatment facilities located in the United States. The treatment facilities have similar economic
characteristics, services and clients. Management has the ability to direct and serve clients in any of these facilities, which allows it to operate the Company’s
business and analyze its revenue on a system-wide basis, rather than focusing on any individual facility. The Company’s chief operating decision maker evaluates
performance and manages resources based on the results of the consolidated operations as a whole.
Advertising Expenses
Advertising costs are expensed as the related activity occurs.
Stock-Based Compensation
The Company accounts for employee stock-based compensation using the fair-value based method for costs related to all share-based payments. The fair
value of the portion of the award that is ultimately expected to vest is recognized as expense on a straight-line basis over the requisite service periods in the
Company’s consolidated statements of operations.
Earnings Per Share
Basic and diluted earnings per common share are calculated based on the weighted-average number of common shares outstanding in each period and
non-vested shares, to the extent such securities have a dilutive effect on earnings per share using the treasury stock method.
Income Taxes
The Company accounts for income taxes using the asset and liability method. Under the asset and liability method, deferred tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their
respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled.
The effect on the deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the enactment date. A
valuation allowance is provided for significant deferred tax assets when it is more likely than not that such assets will not be recovered.
Fair Value Measurements
Fair value, for financial reporting purposes, is defined as an exit price, representing the amount that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants.
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Disclosure is required about how fair value was determined for assets and liabilities and following a hierarchy for which these assets and liabilities must
be grouped, based on significant leve ls of inputs as follows: Level 1 —quoted prices in active markets for identical assets or liabilities; Level 2 — quoted prices in
active markets for similar assets and liabilities and inputs that are observable for the asset or liability; or Level 3 — unob servable inputs for the asset or liability,
such as discounted cash flow models or valuations. The determination of where assets and liabilities fall within this hierarchy is based upon the lowest level of input
that is significant to the fair value measur ement.
Comprehensive Income
As of December 31, 2018, 2017 and 2016, the Company did not have any components of other comprehensive income. As such, comprehensive income
was the same as net income for each of the periods presented in the accompanying consolidated statements of operations.
Recent Pronouncements
In January 2017, the Financial Accounting Standards Board (“FASB”) issued Accounting Standard Update (“ASU”) 2017-04, “Simplifying the Test for
Goodwill Impairment” (“ASU 2017-04”). The new guidance eliminates the requirement to calculate the implied fair value of goodwill (i.e., Step 2 of the current
goodwill impairment test) to measure a goodwill impairment charge. Instead, entities will record an impairment charge based on the excess of a reporting unit’s
carrying amount over its fair value (i.e., measure the charge based on the current Step 1). ASU 2017-04 is effective for annual and interim impairment tests for
periods beginning after December 15, 2019. The Company chose to early adopt ASU 2017-04 during the year ended December 31, 2018. The adoption did not have
an impact on the Company’s financial statements.
In February 2016, the FASB issued ASU 2016-02, “Leases” (“ASU 2016-02”). The new standard establishes a right-of-use (“ROU”) model that requires
a lessee to record an ROU asset and a lease liability on the balance sheet for all leases with terms longer than 12 months. Leases will be classified as either financing
or operating, with classification affecting the pattern of expense recognition in the statements of operations. The new standard is effective for fiscal years beginning
after December 15, 2018, including interim periods within those fiscal years. A modified retrospective transition approach is required for lessees for capital and
operating leases existing at, or entered into after, the beginning of the earliest comparative period presented in the financial statements, with certain practical
expedients available. In July 2018, the FASB issued amendments in ASU 2018-11, which provide a transition election to not restate comparative periods for the
effects of applying the new standard. This transition election, which the Company has elected, permits entities to change the date of initial application to the
beginning of the year of adoption and to recognize the effects of applying the new standard as a cumulative-effect adjustment to the opening balance of retained
earnings.
The Company is substantially complete in evaluating the impact of the standard, including practical expedients and updates to the standard, and has
assessed its existing lease portfolio to determine the impact of adoption on its condensed consolidated financial statements and related disclosures. The Company
expects to utilize available practical expedients, including the package of practical expedients not to reassess whether a contract is or contains a lease, the lease
classification and initial direct costs, as well as the expedient forgoing the separation of lease and non-lease components. Total right-of-use assets and related
operating lease obligations of approximately $33 million and $38 million, respectively will be recorded on the consolidated balance sheet on adoption, with no
material impact to our Consolidated Statements of Operations.
In May 2014, the FASB issued ASU 2014-09, “Revenue from Contracts with Customers” (“Topic 606”), which outlines a five-step model for recognizing
revenue and supersedes most existing revenue recognition guidance, including guidance specific to the healthcare industry. The core principle of the new standard is
that a company should recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the
company expects to be entitled in exchange for those goods or services. The guidance was effective January 1, 2018 and was applied to all contracts on a modified
retrospective basis.
The Company has analyzed the impact of the standard based on a review of its accounting policies and practices in relation to the five-step model to
ensure proper assessment of operating results under Topic 606.
The analysis of the Company’s processes under the new revenue standard supports the recognition of revenue over time as clients simultaneously receive
and consume the benefits of the services provided. However, the adoption of the standard has an impact on the presentation of revenue recognized and the provision
for doubtful accounts due to additional requirements within Topic 606. As a result of these new requirements, substantially all of the Company’s adjustments related
to price concessions will now be recorded as a direct reduction to revenue as opposed to the provision for doubtful accounts included within operating expenses.
The only activity related to collectability that will be recorded as an operating expense from January 1, 2018 forward will be bad debt related to specific
customers that experience significant adverse changes in creditworthiness, such as bankruptcies. The Company recorded $0.4 million of expense related to one of the
Company’s digital outreach platform customers during the year ended December 31, 2018.
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The initial application of Topic 606 had no impact to th e beginning balances of the Company's consolidated financial statements as of January 1, 2018. In
adopting Topic 606, the Company elected the practical expedients related to immaterial contract acquisition costs and insignificant financing components of th e
transaction price.
For the year ended December 31, 2018, the impact on the Company's Condensed Consolidated Statements of Operations was as follows (in thousands):
As Reported

Client related revenue
Non-client related revenue
Provision for doubtful accounts

$
$
$

284,525
11,238
366

Year Ended December 31, 2018
Previous Accounting
Guidance

Impact of Adopting Topic 606

$
$
$

$
$
$

307,781
11,727
24,111

(23,256)
(489)
(23,745)

4. Earnings Per Share
Basic earnings per share (“EPS”) is computed by dividing net income attributable to common stockholders by the weighted average number of shares of
common stock outstanding for the period.
For the calculation of diluted EPS, net income attributable to common stockholders for basic EPS is adjusted by the effect of dilutive securities, including
awards under stock-based payment arrangements, and outstanding convertible debt securities. Diluted EPS attributable to common stockholders is computed by
dividing net income attributable to common stockholders by the weighted average number of fully diluted common shares outstanding during the period.
The following table sets forth the components of the numerator and denominator used in the calculation of basic and diluted EPS (in thousands except
share data):
Year Ended December 31,
2018

Numerator
Net loss attributable to AAC Holdings, Inc.
common stockholders
Denominator
Weighted-average shares outstanding – basic
Dilutive securities
Weighted-average shares outstanding – diluted
Basic loss per share
Diluted loss per share

$

2017

(59,404 ) $
24,090,639
—
24,090,639

$
$

(2.47) $
(2.47) $

Restated

2016

(12,873 ) $
23,277,444
—
23,277,444
(0.55) $
(0.55) $

Restated

(21,218 )
22,718,117
—
22,718,117
(0.93)
(0.93)

The Company had 42,997; 96,130 and 25,181 shares for the years ended December 31, 2018, 2017 and 2016, respectively, that are not included in the
earnings per share calculation above, because to do so would be anti-dilutive for the periods presented.
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5. Property and Equipment, net
Property and equipment consisted of the following (in thousands):
December 31,
2018

Land
Buildings and improvements
Equipment and software
Construction in progress
Total property and equipment
Less accumulated depreciation
Property and equipment, net

$

$

19,364 $
161,723
35,059
16,413
232,559
(65,638)
166,921 $

2017

15,766
130,710
32,968
22,310
201,754
(49,206)
152,548

Depreciation expense was $20.1 million, $20.0 million and $16.1 million for the years ended December 31, 2018, 2017 and 2016, respectively.
Capitalized interest related to the purchase of property, plant and equipment totaled $0.3 million for the year ended December 31, 2018.
The Company considered the indicators of goodwill impairment to be an indicator of potential impairment of long-lived assets. The Company performed
an analysis of undiscounted cash flows for each facility to determine if impairment existed for long-lived assets. Based on the Company’s analysis, there was no
impairment of long-lived assets as of December 31, 2018.
6. Acquisition
On March 1, 2018, the Company acquired all of the outstanding shares of AdCare, Inc., a Massachusetts corporation (“AdCare”), and wholly owned
subsidiary of AdCare Holding Trust, a Massachusetts business trust (the “Seller”) (the “AdCare Acquisition”). AdCare and its subsidiaries offer treatment of drug
and alcohol addiction and own, among other things, a 114-bed hospital, five outpatient centers in Massachusetts, a 59-bed residential inpatient treatment center and
two outpatient centers in Rhode Island. AdCare was purchased for total consideration of $85.1 million, including adjustments as set forth in the Securities Purchase
Agreement (the “Purchase Agreement”), by and among AAC Healthcare Network, Inc., AAC Holdings, AdCare, and the Seller. The consideration was comprised of
(i) approximately $66.8 million in cash, exclud ing expenses and other adjustments, (ii) approximately $5.4 million in shares of AAC Holdings’ common stock (or
562,051 shares at $9.68 per share), (iii) a promissory note in the aggregate principal amount of approximately $9.6 million (the “AdCare Note”), and (iv) contingent
consideration valued at $0.5 million recorded in accrued and other current liabilities. The Company acquired $2.7 million of cash on hand at AdCare, which was
returned to the Seller within 60 days of the acquisition as required by the Purchase Agreement. The contingent consideration that can be earned by the seller ranges
from zero to $1.7 million, subject to achievement of a certain adjusted EBITDA target over the 12 months following the closing date of the transaction.
FASB ASC 805 requires that the fair value of a contingent consideration liability be updated at each reporting period until the contingency is resolved.
The Company remeasured the fair value of the contingent consideration related to the AdCare Acquisition as of December 31, 2018 and determined that the fair
value was zero. The change in the fair value resulted in the reduction of $0.5 million gain on contingent consideration recognized during the three months ended
December 31, 2018. For the year ended December 31, 2018, the Company recorded a net $0.9 million as a reduction to acquisition related expense.
The AdCare Acquisition was accounted for as a business combination in accordance with FASB ASC 805, Business Combinations . For U.S. federal
income tax purposes, the Purchase Agreement contemplates that the AdCare Acquisition shall be treated as an “applicable asset acquisition” as defined in Section
1060 of the Code. The Company recorded the transaction based upon the fair value of the consideration paid. This consideration was allocated to the fair value of the
assets acquired and liabilities assumed on the acquisition date.
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The allocation of assets acquired and liabilities assumed on the acquisition date, based on the fair value of AdCare, is as follows (in thousands):
AdCare Acquisition

Cash and cash equivalents
Accounts receivable
Prepaid expenses and other assets
Property and equipment
Goodwill
Intangible assets
Total assets acquired
Accrued and other current liabilities
Long-term liabilities
Net assets acquired

$

2,700
4,357
996
15,309
64,556
5,120
93,038
5,931
2,004
85,103

$

Acquisition-related costs for the transaction were recorded as acquisition-related expenses in the consolidated statements of operations.
Total AdCare revenue and income before income tax expense from the date of acquisition through December 31, 2018 was approximately $ 44.4
million and $6.6 million, respectively. The following pro forma results of operations of the Company for the year ended December 31, 2018 and 2017, are
presented as if the AdCare Acquisition had occurred on January 1, 2017.
The pro forma loss before income tax benefit for year ended December 31, 2018 was adjusted to exclude approximately $0.8 million of nonrecurring
acquisition costs, to include additional interest expense of $0.4 million and depreciation and amortization expense of $0.2 million.
The pro forma income before income tax expense for the year ended December 31, 2017 was adjusted to exclude approximately $0.9 million of
nonrecurring acquisition costs and to include additional interest expense of $6.2 million and depreciation and amortization expense of $1.0 million.
The following table presents pro forma results as discussed above, which are not indicative of the actual results of operations (in thousands):
Year Ended December 31,
2018

Total revenues
(Loss) income before income tax (benefit) expense

$
$
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304,037
(70,666)

2017

Restated

$
$

370,235
(14,038)

7 . Goodwill and Intangible Assets
Goodwill Impairment Test
The Company has only one operating segment, substance abuse and behavioral healthcare treatment services, for segment reporting purposes. The
substance abuse and behavioral healthcare treatment services operating segment represents one reporting unit for purposes of the Company’s goodwill impairment
test.
The Company performed its annual test for goodwill impairment as of December 31, 2018 and based on certain qualitative factors, determined that more
likely than not, the carrying value of its goodwill was greater than its fair va lue. These factors included, but were not limited to, a declining market capitalization,
declining cash flows and negative trending performance indicators, such as admissions and total daily census. Because certain qualitative factors indicated
impairment was likely, the Company performed a quantitative analysis to measure the amount of loss due to goodwill impairment, if any.
The Company used a blended approach of a market capitalization approach and income approach to determine the fair value of the reporting unit. For the
market capitalization approach, the Company determined its implied fair value of total invested capital based on the number of outstanding shares as of December
31, 2018, its average stock price based on the ten days immediately proceeding and ten days immediately following the valuation date. For the income approach, the
Company used a discounted cash flow model in which cash flows are projected using historical and internal forecasts over future periods including growth
assumptions regarding revenue, EBITDA, tax depreciation and capital expenditures, plus a terminal value, and are discounted to present value using a risk-adjusted
rate of return. The discount rate assumption is based on an assessment of the risk inherent in the future cash flows and was 16% .
Based on the implied fair value using the aforementioned blended approach, there was no goodwill impairment, as the fair value of goodwill exceeded the
carrying value by a minimal amount as of December 31, 2018. There is a risk that future declines in fair value could result in goodwill impairment. The
determination of fair value in step one of our goodwill impairment analysis is based on an estimate of fair value utilizing known and estimated inputs at the
evaluation date. Some of those inputs include, but are not limited to, the most recent price of our common stock, estimates of future revenue and expenses, estimated
market multiples, expected capital expenditures, income tax rates, and costs of invested capital. Future estimates of fair value could be adversely affected if the
actual outcome of one or more of these assumptions changes materially in the future, including further decline in our stock price, lower than expected census, higher
market interest rates or increased operating costs. Such changes impacting the calculation of our fair value could result in a material impairment charge in the future.
The Company’s goodwill balance was $199.0 million and $134.4 million as of December 31, 2018 and 2017, respectively.
The changes in goodwill relate to the AdCare Acquisition during the year ended December 31, 2018, as shown below:
Balance at December 31, 2016
2017 Activity
Balance at December 31, 2017
AdCare Acquisition
Balance at December 31, 2018

$

134,396
134,396
64,556
198,952

$
$

Other intangible assets and related accumulated amortization consisted of the following as of December 31, 2018 and 2017 (in thousands):
Gross Carrying Value
December 31,
December 31,
2018
2017

Trademarks
Non-compete agreements
Marketing intangibles
Leasehold interests
Service contracts
Other
Intangible assets

$

$

8,422
2,107
5,651
1,498
950
601
19,229
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$

$

5,322
1,587
5,651
1,498
—
51
14,109

Accumulated Amortization
December 31,
December 31,
2018
2017

$

$

2,777
1,583
2,050
587
79
90
7,166

$

$

1,986
1,372
1,485
397
—
40
5,280

Amortization expense was $ 1.9 million, $1.5 million, and $ 1.5 million for the years ended December 31, 2018, 2017 and 2016 , respectively.
Changes to the net carrying value of intangible assets during the year ended December 31, 2018 and 2017 were as follows (in thousands):
Balance at December 31, 2016
Amortization expense
Balance at December 31, 2017
Amortization expense
AdCare Acquisition
Balance at December 31, 2018

$

10,356
(1,527)
8,829
(1,886)
5,120
12,063

$

$

At December 31, 2018, all intangible assets are amortized using a straight-line method. The following table presents amortization expense expected to be
recognized during fiscal years subsequent to December 31, 2018 (in thousands):
Year ended December 31,
2019
2020
2021
2022
2023

$

Thereafter
Total

1,955
1,951
1,756
1,619
1,385
3,397
12,063

$

8. Long-Term Debt
In connection with the 2019 Senior Credit Facility further described below, on March 8, 2019, the Company entered into the Amendments to the 2017
Credit Facility together with the required lenders party thereto, Credit Suisse AG, as administrative agent and collateral agent, and the other loan parties party
thereto, amending that certain Credit Agreement (the “2017 Credit Facility”), dated as of June 30, 2017, by and among the Company, Credit Suisse AG, as
administrative agent and collateral agent, and the lenders party thereto.
The 2017 Credit Facility requires the maintenance of a certain coverage ratio in order for the Company to be in compliance with the agreement. As of
December 31, 2018, the Company would have been in violation of this covenant absent the amendment. For the aforementioned factors, and in accordance with ASC
470-10-55, due to the uncertainties noted under Going Concern in Note 2 – Basis of Presentation , the Company has classified its obligations related to the 2017
Credit Facility as current liabilities as of December 31, 2018. This reclassification has no impact on the scheduled maturities or the timing of payments related to the
debt obligations.
A summary of the Company’s debt obligations is as follows (in thousands):
December 31,
2018

Senior secured loans
Subordinated debt
Unamortized debt issuance costs
Capital lease obligations
Total debt
Less current portion
Total long-term debt

$

$

2017

317,479
8,884
(8,085)
880
319,158
(309,394)
9,764

$

$

207,375
—
(7,233)
1,031
201,173
(4,722)
196,451

2019 Senior Credit Facility
On March 8, 2019, the Company entered into the 2019 Senior Credit Facility with Credit Suisse AG, as administrative agent and collateral agent, and the
lenders party thereto. The 2019 Senior Credit Facility makes available to the Company a term loan in the principal amount of $30.0 million. The 2019 Senior Credit
Facility will mature on April 15, 2020. Net proceeds from funding of the 2019 Senior Credit Facility were approximately $23 million after the payment of fees,
costs and other expenses.
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The 2019 Senior Credit Facility is guaranteed by the Company’s wholly-owned subsidiary, American Addiction Centers, Inc., and certain of its other
subsidiaries. The obligations are secured by a first priority lien (senior to liens grant ed in connection with the 2017 Credit Facility) on substantially all of the
Company’s and each subsidiary guarantor’s assets.
The 2019 Senior Credit Facility bears interest at a rate per annum equal to LIBOR (with a 1.0% floor) plus 11.00% per annum. In the event of any
repayment or prepayment of the 2019 Senior Credit Facility or any acceleration of the 2019 Senior Credit Facility after an event of default, the Company must make
a payment equal to 1.00% of the then outstanding principal amount of the 2019 Senior Credit Facility (the “Exit Payment”) if such event occurs on or prior to the
date that is nine months after the closing date of the 2019 Senior Credit Facility (the “2019 Senior Credit Facility Closing Date”). The Exit Payment will be
increased by an additional 1.0% at the end of each 30-day period after the nine-month anniversary of the 2019 Senior Credit Facility Closing Date until the 2019
Senior Credit Facility matures.
The terms of the 2019 Senior Credit Facility contains certain financial covenants, including, a maximum Senior Secured Leverage Ratio of (i) 7.75:1.00
as of the last day of the fiscal quarter ending June 30, 2019, (ii) 6.50:1.00 as of the last day of the fiscal quarter ending September 30, 2019, (iii) 6.25:1.00 as of the
last day of the fiscal quarter ending December 31, 2019, (iv) 5.75:1.00 as of the last day of the fiscal quarter ending March 31, 2020, (v) 5.50:1.00 as of the last day
of the fiscal quarter ending June 30, 2020, (vi) 5.25:1.00 as of the last day of the fiscal quarters ending September 30, 2020 and December 31, 2020, (vii) 5.00:1.00
as of the last day of the fiscal quarters ending March 31 and June 30, 2021 and (viii) 4.75:1.00 as of the last day of each fiscal quarter ending on and after December
31, 2020. The 2019 Senior Credit Facility requires the Company to periodically report to lenders with respect to, and to comply with, the Company’s operating
budget. The Company is also required to (i) maintain no less than $5.0 million at any time of cash, cash equivalents and undrawn revolving loans under the 2017
Credit Facility (“Available Liquidity”) and (ii) to maintain no less than $7.5 million of Available Liquidity for any calendar week.
Amendments to the 2017 Credit Facility
In connection with the 2019 Senior Credit Facility, on March 8, 2019, the Company entered into the Amendment to the 2017 Credit Facility together with
the required lenders party thereto, Credit Suisse AG, as administrative agent and collateral agent, and the other loan parties party thereto, amending that certain
Credit Agreement, dated as of June 30, 2017, by and among the Company, Credit Suisse AG, as administrative agent and collateral agent, and the lenders party
thereto.
The Amendment to the 2017 Credit Facility increased the interest rate on the term loans outstanding under the 2017 Credit Facility (the “2017 Term
Loans”) by, at the Company’s option, either (i) 2.00% per annum (which shall be reduced to 1.00% per annum if the Senior Secured Leverage Ratio Condition, as
defined in the Amendment to the 2017 Credit Facility is satisfied), payable in cash or (ii) 4.00% per annum, payable-in-kind. In addition, the Amendment to the 2017
Credit Facility increased the commitment fee for the undrawn portion of the revolving credit facility under the 2017 Credit Facility from 0.50% to 1.00% per annum.
If the Company has repaid all indebtedness under the 2019 Senior Credit Facility, the Amendments to the 2017 Credit Facility requires the Company to
use net cash proceeds of certain asset sales and other dispositions of property to prepay outstanding term and revolving credit loans. If the 2017 Term Loans are
prepaid at any time, the Amendment to the 2017 Credit Facility requires the payment of (i) a 2.00% premium if paid on or prior to the first anniversary of the closing
of the Amendment to the 2017 Credit Facility and (ii) a 1.00% premium if paid after the first anniversary but before the second anniversary of the closing of the
Amendment to the 2017 Credit Facility.
The Amendment to the 2017 Credit Facility amended financial covenants with respect to the Senior Secured Leverage Ratio (as defined therein) and
budgeting and lender reporting covenants that mirror those contained in the 2019 Senior Credit Facility. It also restricts certain Company actions, including certain
acquisitions and joint venture arrangements.
On March 1, 2018, in conjunction with the AdCare Acquisition, we secured a $65.0 million incremental term loan commitment under the 2017 Credit
Facility. In connection with the incremental term loan, we incurred $2.6 million in deferred financing costs related to underwriting and other professional fees.
On March 1, 2018, and also in conjunction with the AdCare Acquisition, in consideration for covenants and agreements set forth in the Purchase
Agreement, we issued the AdCare Note to the Seller in the original principal amount of $9.6 million, which matures on September 29, 2023 and accrues interest at a
fixed rate per annum equal to 5.0%, compounded annually. Payments of principal and interest pursuant to the AdCare Note commenced on April 30, 2018 and will
continue monthly until the maturity date.
2017 Credit Facility
On June 30, 2017, the Company entered into a senior secured credit agreement with Credit Suisse AG, as administrative agent and collateral agent and the
lenders party thereto (the “2017 Credit Facility”). The 2017 Credit Facility initially made available to the Company a $40.0 million revolving line of credit (the
“2017 Revolver”) and a term loan in an aggregate original principal amount of $210.0 million (the “2017 Term Loan”). As discussed further below, on September
25, 2017 the 2017 Revolver was increased to $55.0 million. The 2017 Credit Facility also provides for standby letters of credit in an aggregate undrawn amount not
to exceed $7.0 million.
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The 2017 Term Loan matures on June 30, 2023 and requires scheduled quarterly principal repayments in an amount equal to $ 1.7 million for September
30, 2017, through June 30, 2019, $ 3.4 million for September 30, 2019, through Ma rch 31, 2023, with the remaining principal balance of the term loan due on the
maturity date of June 30, 2023. The 2017 Term Loan was fully drawn on June 30, 2017.
The 2017 Revolver matures on June 30, 2022. As of December 31, 2018, $52.0 million was outstanding on the 2017 Revolver.
The 2017 Credit Facility also includes an incremental facility providing for the Company to incur Additional Term Loans in an aggregate principal
amount of up to $25.0 million (plus such additional amounts, so long as, after giving pro forma effect to the incurrence of such additional borrowings, the
Company’s Senior Secured Leverage Ratio (as defined in the 2017 Credit Facility) would be less than 3.90:1.00) (each, an “Incremental Term Loan”) and/or
Additional Revolving Commitments in an aggregate principal amount of up to $15.0 million (the “Incremental Revolver”), each subject to the satisfaction of
certain conditions contained in the 2017 Credit Facility, including obtaining additional commitments from existing or additional lenders. On September 25, 2017, the
Company obtained its Incremental Revolver from certain incremental revolving credit lenders thereby increasing the 2017 Revolver pursuant to the 2017 Credit
Facility from $40.0 million to $55.0 million. The lenders under the 2017 Credit Facility are not under any obligation to provide any Incremental Term Loans.
Borrowings under the 2017 Credit Facility bore interest at a rate tied to the Alternative Base Rate or the Adjusted London Interbank Offered Rate
(“LIBOR”) (at the Company’s option, and both as defined in the 2017 Credit Facility). ABR Loans (as defined in the 2017 Credit Facility) made under the 2017
Revolver bore interest at a rate per annum equal to the Alternative Base Rate plus 5.0% per annum. ABR Loans made under the 2017 Term Loan bore interest at a
rate per annum equal to the Alternate Base Rate plus 5.75% per annum. Eurodollar Loans (as defined in the 2017 Credit Facility) made under the 2017 Revolver
bore interest at the applicable Adjusted LIBOR plus 6.0%. Eurodollar Loans made under the 2017 Term Loan bore interest at the applicable Adjusted LIBOR plus
6.75% (with a 1.0% floor). In addition, under the 2017 Credit Facility, the Company paid a commitment fee for the undrawn portion of the 2017 Revolver of
0.5% per annum.
Borrowings under the 2017 Credit Facility are guaranteed by the Company’s wholly owned subsidiary, AAC and certain of its other subsidiaries pursuant
to that certain Guarantee and Collateral Agreement, dated as of June 30, 2017, by and among the Company, each of the subsidiary guarantors party thereto and
Credit Suisse AG, as collateral agent (the “Guarantee and Collateral Agreement”). The obligations under the 2017 Credit Facility and the Guarantee and Collateral
Agreement are secured by a lien on substantially all of the Company’s and each subsidiary guarantor’s assets.
The Company is permitted to voluntarily reduce the unutilized portion of the commitment amount and repay outstanding loans under the 2017 Credit
Facility at any time without premium or penalty, other than (i) customary “breakage” costs with respect to Eurodollar Loans and, (ii) with respect to the 2017 Term
Loan, if certain repricing transactions are consummated or certain mandatory repayments are made, (x) a yield maintenance premium within one year after the
closing as set forth in the 2017 Credit Facility, (y) a 2.0% premium if paid after the first anniversary of the closing but before the second anniversary of the closing
and (z) a 1.0% premium if paid after the second anniversary of the closing but before the third anniversary of the closing.
In addition, the 2017 Credit Facility places certain restrictions on the ability of the Company and its subsidiaries to, among other things, incur debt and
liens; merge, consolidate or liquidate; dispose of assets; enter into hedging arrangements; pay dividends and make other restricted payments; undertake transactions
with affiliates; enter into restrictive agreements on dividends and other distributions; make negative pledges; enter into certain sale-leaseback transactions; make
certain investments; prepay or modify the terms of certain indebtedness and modify the terms of certain organizational agreements.
The 2017 Credit Facility contains customary events of default, including payment defaults, breaches of representations and warranties, covenant defaults,
cross-defaults to other material indebtedness, certain events of bankruptcy and insolvency, material judgments, certain ERISA events, invalidity of loan documents
and certain changes in control.
The Company incurred approximately $12.9 million in debt issuance costs related to underwriting and other professional fees, of which $7.6 million
related to the 2017 Term Loan and $5.3 million related to the 2017 Revolver.
On October 6, 2017, in conjunction with the Company’s pending acquisition of AdCare, Inc., the Company secured a $65.0 million incremental term loan
commitment in conjunction with the 2017 Credit Facility, subject to customary closing conditions and regulatory provisions. In connection with the financing, the
Company committed to a ticking fee that commenced on October 17, 2017, at a rate of LIBOR plus 3.375%, which increased to LIBOR plus 6.75% from November
2017, until the closing date of the acquisition. As of December 31, 2017, the Company had accrued for $0.8 million of expenses related to the ticking fee.
As of December 31, 2018, the Company had fully drawn on the 2017 Revolver less $2.7 million of outstanding letters of credit.
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Subordinated Note
On March 1, 2018, in conjunction with the AdCare Acquisition, in consideration for covenants and agreements set forth in the Purchase Agreement, the
Company issued the AdCare Note to the Seller, in the original principal amount of $9.6 million, which matures on September 29, 2023 and accrues interest at a fixed
rate per annum equal to 5.0%, compounded annually. Payments of principal and interest pursuant to the AdCare Note commenced on April 30, 2018 and will
continue until the maturity date.
2015 Credit Facility
On March 9, 2015, the Company entered into a five-year senior secured credit facility (the “2015 Credit Facility”) with Bank of America, N.A., as
administrative agent for the lenders party thereto (i n connection with the effectiveness of the 2017 Credit Facility, on June 30, 2017, the 2015 Credit Facility was
repaid in full, and as of December 31, 2017, no amounts were outstanding under the 2015 Credit Facility). The 2015 Credit Facility initially consisted of a $50.0
million revolving credit facility and a $75.0 million term loan. The Company incurred approximately $2.0 million in debt issuance costs related to underwriting and
other professional fees, of which approximately $1.1 were million related to the revolving credit loan and approximately $0.9 million were related to the term loan.
The Company deferred these costs over the term of the 2015 Credit Facility.
On July 13, 2016, the Company increased its 2015 Credit Facility to $171.3 million, which consisted of a $50.0 million revolving credit facility and a
$121.3 million term loan. The facility was scheduled to mature in March 2020 and bore interest at LIBOR plus a margin between 2.25% to 3.75% or a base rate plus
a margin between 1.25% and 2.75%, in each case depending on the Company’s leverage ratio. The facility had an accordion feature that provides for an additional
$75.0 million of borrowing capacity under the credit facility, subject to certain consents and conditions, including obtaining additional commitments from lenders.
As of December 31, 2016, the balance on the term loan was $118.8 million, and the balance on the revolving credit facility was $21.0 million.
On February 27, 2017, the Company amended its 2015 Credit Facility, to, among other things, provide for certain modifications to the terms of the 2015
Credit Agreement, dated as of March 19, 2015, as amended (the “2015 Credit Agreement”), including the following: (i) extend the maximum Consolidated Total
Leverage Ratio (as defined in the 2015 Credit Agreement) of 4:25:1.00 through the measurement period ending September 30, 2017; and (ii) amend the definition of
Applicable Margin (as defined in the 2015 Credit Agreement) to add an additional pricing level of 3.75% for Eurodollar Rate Loans and Letter of Credit Fee, 2.75%
for Base Rate Loans and 0.60% for Commitment Fee (as all such terms are defined in the 2015 Credit Agreement), which would have been applicable when the
Consolidated Total Leverage Ratio was equal to or exceeded 4.00:1.00 at the end of the applicable measuring period (the “New Pricing Level”) and to provide that
the Applicable Rate (as defined in the 2015 Credit Agreement) be set at the New Pricing Level from the date of such amendment until the first business day
following the date the Company delivered its next Compliance Certificate (as defined in the 2015 Credit Agreement). The amendment also provided for additional
Adjusted EBITDA (as defined in the 2015 Credit Agreement) add backs under the Company’s covenant calculation to account for its February 2017 reduction in
workforce.
The 2015 Credit Facility required quarterly term loan principal repayments for the outstanding term loan of $2.3 million for March 31, 2017 to December
31, 2017, $3.9 million from March 31, 2018 to December 31, 2018, and $4.7 million from March 31, 2019 to December 31, 2019, with the remaining principal
balance of the term loan was scheduled to mature on March 9, 2020. Repayment of the revolving loan is due on the maturity date of March 9, 2020. The 2015 Credit
Facility generally required quarterly interest payments and limited the Company’s ability to pay dividends.
Borrowings under the 2015 Credit Facility were guaranteed by the Company and each of its subsidiaries and were secured by a lien on substantially all of
the Company’s and its subsidiaries’ assets. Borrowings under the 2015 Credit Facility bore interest at a rate tied to the Company’s Consolidated Total Leverage
Ratio (defined as Consolidated Funded Indebtedness to Consolidated EBITDA, in each case as defined in the 2015 Credit Facility, as amended). Eurodollar Rate
Loans with respect to the 2015 Credit Facility bore interest at the Applicable Rate plus the Eurodollar Rate (each as defined in the 2015 Credit Facility, as amended)
(based upon the LIBOR Rate (as defined in the 2015 Credit Facility, as amended) prior to commencement of the interest rate period). Base Rate Loans with respect
to the 2015 Credit Facility bore interest at the Applicable Rate plus the highest of (i) the federal funds rate plus 0.50%, (ii) the prime rate and (iii) the Eurodollar
Rate plus 1.0% (the interest rate at December 31, 2016 was 4.25%). In addition, the Company was required to pay a commitment fee on undrawn amounts under the
revolving loan of the 2015 Credit Facility of 0.35% to 0.60% depending on the Company’s Consolidated Total Leverage Ratio (the commitment fee rate at
December 31, 2016 was 0.50%).
In 2015, the Company incurred approximately $1.4 million in debt issuance costs related to underwriting and other professional fees, and deferred these
costs over the term of the 2015 Credit Facility.
As of December 31, 2016, total borrowings under the $50.0 million revolver portion of the 2015 Credit Facility were $21.0 million and $2.5 million in
standby letters of credit issued for various corporate purposes resulting in $26.5 million available to the Company.
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In connection with the effectiveness of the 2017 Credit Facility, on June 30, 2017, the 2015 Credit Facility was repaid in full, and as of December 31,
2017, no amounts were outstanding under the 2015 Credit Facility.
2015 Subordinated Debt
On October 2, 2015, the Company entered into two financing facilities with affiliates of Deerfield Management Company, L.P. (“Deerfield”). The
financing facilities consisted of $25.0 million of subordinated convertible debt and up to $25.0 million of unsecured subordinated debt, together with an incremental
facility of up to an additional $50.0 million of subordinated convertible debt (subject to certain conditions) (the “Deerfield Facility”). The Company issued $25.0
million of subordinated convertible debt at closing. The $25.0 million of subordinated convertible debt bore interest at an annual rate of 2.50% and was scheduled to
mature on September 30, 2021. The $25.0 million of subordinated convertible debt funded at closing was convertible into shares of the Company’s common stock at
$30.00 per share. In the second quarter of 2016, the Company issued $25.0 million of the unsecured subordinated debt. The unsecured subordinated debt bore
interest at an annual rate of 12.0% and was schedule to mature on October 2, 2020.
The Company incurred approximately $1.4 million in debt issuance costs related to underwriting and other professional fees and deferred these costs over
the term of the debt.
As of December 31, 2016, both the $25.0 million of subordinated convertible debt, bearing interest at 2.5%, and the $25.0 million of unsecured
subordinated debt, bearing interest at 12.0%, were outstanding. In connection with the effectiveness of the 2017 Credit Facility, on June 30, 2017, the Company
terminated the Deerfield Facility and paid to Deerfield the Deerfield Consent Fee, and as of December 31, 2017, no amounts were outstanding under the Deerfield
Facility.
Interest Rate Swap Agreements
In July 2014, the Company entered into two interest rate swap agreements to mitigate its exposure to fluctuations in interest rates. On June 29, 2017, the
Company terminated the interest rate swap agreements. The fair value of the interest rate swap agreements as of December 31, 2016 represented a liability of $0.3
million. Refer to Note 13 (Fair Value of Financial Instruments) for further discussion of fair value of the interest rate swap agreements.
Prior to terminating the interest rate swap agreements on June 29, 2017, the interest rate swap agreements had notional amounts of $7.2 million and
$10.5 million which fixed the interest rates over the life of the respective swap agreement at 4.21% and 4.73%, respectively, and were set to mature in May 2018 and
August 2019, respectively. The notional amounts of the swap agreements represented amounts used to calculate the exchange of cash flows and were not the
Company’s assets or liabilities. The interest payments under these agreements were to be settled on a net basis. The Company did not designate the interest rate
swaps as cash flow hedges, and therefore, the changes in the fair value of the interest rate swaps are included within interest expense in the consolidated statements
of operations.
A summary of future contractual maturities of long-term debt, excluding unamortized debt issuance costs, as of December 31, 2018, is as follows (in
thousands):
Years ending December 31,
Notes Payable 1
Capital Lease Obligations
2019
$
11,343
$
626
2020
14,791
208
2021
14,791
62
2022
66,791
12
2023
218,647
8
Thereafter
—
—
Total
$
326,363
$
916
Less interest portion
Total, excluding interest

$

(36)
880

1 As noted above, as of December 31, 2018 the Company has classified its Term Loan and Revolver under the 2017 Credit Facility as current liabilities. This table
presents the scheduled maturities of the loan per their respective agreements.

9. Financing Lease Obligation
On August 9, 2017, the Company closed on a sale-leaseback transaction with MedEquities Realty Operating Partnership, LP, a subsidiary of MedEquities
Realty Trust, Inc. (“MedEquities”), for $25.0 million (the “2017 Sale-Leaseback”), in which MedEquities purchased from subsidiaries of the Company two drug
and alcohol rehabilitation outpatient facilities and two sober living facilities: the Desert Hope Facility and Resolutions Las Vegas, each located in Las Vegas,
Nevada, and the Greenhouse Facility and Resolutions Arlington, each located in Arlington, Texas (collectively, the “Sale-Leaseback Facilities”).
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Simultaneously with the sale of the Sale -Leaseback Facili ties, the Company, through its subsidiaries and affiliates of MedEquities, entered into an
operating lease, dated August 9, 2017 (the “Lease”), in which the Company will continue to operate the Sale-Leaseback Facilities. The Lease provides for a 15year te rm for each facility with two separate renewal terms of five years each if the Company chooses to exercise its right to extend the lease term.
The initial annual minimum rent payable to MedEquities pursuant to the Lease is $2.2 million due in equal monthly installments of $0.2 million. On the
first, second and third anniversary of the lease date, the annual rent will increase to an amount equal to 101.5% of the annual rent in effect for the immediately
preceding year. On the fourth anniversary of the lease date and thereafter during the lease term, the annual rent will increase to the amount equal to the CPI Factor
(as defined in the Lease) multiplied by the annual rent in effect for the immediately preceding year; provided, however, that the adjusted annual rent increase will
always be between 1.5% and 3.0%.
Due to the nature of the agreement between MedEquities and the Company and because of the Company’s continuing involvement in the Sale-Leaseback
Facilities, the transaction does not qualify for sale-leaseback accounting under GAAP. Therefore, the Sale-Leaseback Facilities will remain on the Company’s
balance sheet and will continue to be depreciated over the remaining life of the asset. The Company accounted for the $25.0 million of proceeds, less $0.4 million of
transaction costs, as a financing obligation, of which $0.1 million was classified as a short-term liability. On a monthly basis, a portion of the payment is allocated to
principal, which reduces the obligation balance, and interest, computed based on the Company’s incremental borrowing rate.
A summary of the Company’s financing lease obligation is as follows (in thousands):
December 31,
2018

Financing lease obligation: Sale-Leaseback Facilities
Less current portion (included in accrued and other current liabilities)
Total financing lease obligation, net of current portion

$

2017

24,542
(121)
24,421

$

$

24,621
(80)
24,541

$

The future minimum lease payments with remaining terms of one or more years as of December 31, 2018, as it relates to the 2017 Sale-Leaseback
consisted of the following (in thousands):
Years ending December 31,
2019
2020
2021
2022
2023
Thereafter
Total

Annual Payment

$

$

2,233
2,267
2,301
2,336
2,371
22,093
33,601

10. Stockholders’ Equity
Pursuant to the Articles of Incorporation of the Company, the aggregate number of shares which the Company shall have authority to issue is 75,000,000
shares, consisting of 70,000,000 shares of common stock, par value $0.001 per share, and 5,000,000 shares of preferred stock, par value $0.001 per share. As of
December 31, 2018, there were 24,573,679 shares of common stock issued and outstanding and no shares of preferred stock issued and outstanding.
Holders of the Company’s common stock are entitled to one vote for each share held of record on all matters on which stockholders may vote. Certain
restrictions imposed by the Company’s various debt instruments limit the Company’s ability to pay dividends.
11. Stock Based Compensation
2014 Equity Incentive Plan
The Company adopted the 2014 Equity Incentive Plan, as amended (“2014 Incentive Plan”) in 2014. An aggregate of 1,571,120 shares of common stock
were initially reserved for issuance pursuant to the 2014 Incentive Plan. The 2014 Incentive Plan is administered by the Board of Directors, which determines,
subject to the provisions of the 2014 Incentive Plan, the employees, directors or consultants to whom incentives are awarded. On May 16, 2017, the Company
approved an amendment to the 2014 Incentive Plan to increase the number of shares reserved for issuance thereunder by 1,800,000 shares. As of December 31,
2018, 2,015,920 shares of common stock were available for issuance pursuant to the 2014 Incentive Plan.
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On March 9, 2017, the Company granted 38,000 shares of fully vested common stock to each of its five non-employee directors. Additionally, on March
9, 2017, the Compan y issued 408,000 shares of restricted common stock under the 2014 Incentive Plan, which vest annually on each December 31 over a three year
period.
For the years ended December 31, 2018, 2017 and 2016, the Company withheld 28,989, 76,385 and 65,089 common shares, respectively, to satisfy tax
withholding obligations.
Excluding fully vested shares, the Company recognizes compensation expense on a straight-line basis over the life of each grant. The total compensation
is based on the number of restricted shares issued and the fair market value of the restricted shares on the grant date. The Company recognizes compensation expense
in its entirety for fully vested common stock on the day of grant based on the number of shares issued and the grant date fair market value of the shares.
The Company recognized $3.9 million, $7.5 million, and $8.8 million in stock-based compensation expense for the years ended December 31, 2018, 2017
and 2016, respectively, related to the 2014 Incentive Plan. As of December 31, 2018, there was $1.9 million of unrecognized compensation expense related to
unvested restricted stock grants, which is expected to be recognized over the remaining weighted average vesting period of 1.6 years.
A summary of share activity under the 2014 Incentive Plan is set forth below:
WeightedAverage Grant
Shares

Unvested at December 31, 2016
Granted
Vested
Forfeitures
Unvested at December 31, 2017

522,175
446,000
(402,267)
(217,053)
348,855

Granted
Vested
Forfeitures
Unvested at December 31, 2018

196,000
(286,817)
(76,213)
181,825

Date Fair Value

$

$

23.22
8.60
18.49
17.27
13.69

$

11.47
14.19
14.44
10.20

The total grant date fair value of restricted common stock vested during the year ended December 31, 2018 was $4.1 million.
The Company’s policy is to recognize forfeitures as they occur rather than estimating future forfeitures.
Employee Stock Purchase Plan
On May 19, 2015, the Company’s shareholders approved the Company’s Employee Stock Purchase Plan, as amended (“ESPP”), which was adopted by
the Board of Directors in the fourth quarter of 2014. On May 16, 2017, the Company approved an amendment to the ESPP to increase the number of shares reserved
for issuance thereunder by 250,000 shares. As of December 31, 2018, 297,204 shares of common stock were available for issuance pursuant to the ESPP.
The ESPP enables eligible employees to purchase shares of the Company’s common stock through a payroll deduction during certain option periods,
generally commencing on January 1 and July 1 of each year and ending on June 30 and December 31 of each year. On the exercise date (the last trading day of each
option period), the cumulative amount deducted from each participant’s salary during that option period will be used to purchase the maximum number of shares of
the Company’s common stock at a purchase price equal to the lesser of (i) 85% of the closing market price of the Company’s common stock as quoted on the New
York Stock Exchange on the exercise date or (ii) 85% of the closing market price of the Company’s common stock as quoted on the New York Stock Exchange on
the grant date, subject to certain limitations and restrictions.
In 2018, 2017 and 2016, the Company issued 48,396; 97,589 and 44,174 shares of the Company’s common stock, respectively, in connection with
employee deductions contributed to the ESPP.
At both December 31, 2018 and 2017, the Company recorded a liability of $0.2 million related to employee deductions contributed during the July 1,
2018 and December 31, 2018 and the July 1, 2017 through December 31, 2017 periods, respectively.
For the years ended December 31, 2018, 2017 and 2016 the Company recognized $0.1 million, $0.2 million and $0.3 million of compensation expense
related to the ESPP, respectively.
On January 10, 2019, the Company issued 116,032 shares of the Company’s common stock in connection with employee deductions of $0.1 million
contributed in the July 1, 2018 through December 31, 2018 ESPP option period.
F-29

1 2 . Qualified 401(k) Savings Plan
The Company has a qualified 401(k) savings plan (the “Plan”) which provides for eligible employees (as defined) to make voluntary contributions to the
Plan. The Company makes contributions to the Plan based upon the participants’ level of participation, which is fully vested at the time of contribution. For the years
ended December 31, 2018, 2017 and 2016 the Company contributions under this Plan were $1.4 million, $0.9 million and $0.8 million, respectively.
13. Income Taxes
Income tax (benefit) expense consisted of the following for the years ended December 31, 2018, 2017 and 2016:
Year Ended December 31,
2018

Current
Federal
State
Total current tax expense
Deferred:
Federal
State
Total deferred tax (benefit) expense
Total income tax (benefit) expense

$

2017

(5,447)
(438)
(5,885)
(529)
3,410
2,881
(3,004)

$

Restated

$

$

1,150
1,244
2,394
(3,476)
(660)
(4,136)
(1,742)

2016

Restated

$

(456)
1,042
586
2,782
(1,023)
1,759
2,345

$

The Company’s effective income tax rate for the years ended December 31, 2018, 2017 and 2016 reconciles with the federal statutory rate as follows:
Year Ended December 31,
2018

Federal statutory rate
State income taxes, net of federal tax benefit
Effect of Tax Cuts and Jobs Act
Non-deductible expenses
Stock compensation adjustment
Return to provision adjustment
Change in valuation allowance
Other differences
Effective income tax rate on income before taxes

2017

21.0 %
7.9
(0.5)
(0.8)
4.0
(27.4)
0.1
4.3 %

Restated

35.0 %
1.8
(38.1)
(1.8)
(8.1)
(0.1)
20.3
0.1
9.1 %

2016

Restated

35.0 %
1.9
(0.6)
(4.6)
(41.1)
(0.4)
(9.8) %

The difference between the Company’s effective tax rate and federal statutory rate for 2018 is 16.7%, which is primarily due to the valuation allowance
recorded against Federal and certain state deferred tax assets, state income taxes, and change in prior year estimates associated with the filing of 2017 income tax
returns.
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Deferred income tax assets (liabilities) are comprised of the following at December 31, 201 8 and 201 7 :
Year Ended December 31,
2018

Employee compensation
Operating loss carryforwards
Business interest limitation
Accrued litigation
Accounts receivable
Tax credits
Acquisition related costs
Property, equipment and amortization
Other
Valuation allowance
Total deferred tax assets
Goodwill and other intangible property
Other
Accounts receivable
Total deferred tax liabilities
Net deferred tax (liabilities) assets

$

$

2017

1,786
27,147
8,295
2,088
332
1,438
3,301
1,337
(34,722)
11,002
(8,891)
(512)
(2,826)
(12,229)
(1,227)

$

$

Restated

1,839
2,894
5,517
8,059
1,255
2,377
(15,091)
6,850
(5,130)
(70)
(5,200)
1,650

At December 31, 2018, the Company has federal and state income tax NOL carryforwards of $87.5 million and $8.7 million, of which $17.0 million will
expire between 2027 and 2038. The remaining $70.5 million will carry forward indefinitely subject to annual taxable income limitations.
Management assesses the available positive and negative evidence to estimate whether sufficient future taxable income will be generated to permit use of
the existing deferred tax assets. A significant piece of objective negative evidence evaluated was the cumulative loss incurred over the three-year period ended
December 31, 2018. Such objective evidence limits the ability to consider other subjective evidence, such as our projections for future growth.
On the basis of this evaluation, as of December 31, 2018, a valuation allowance of $34.7 million has been recorded to recognize only the portion of the
deferred tax asset that is more likely than not to be realized. The amount of the deferred tax asset considered realizable, however, could be adjusted if estimates of
future taxable income during the carryforward period are reduced or increased or if objective negative evidence in the form of cumulative losses is no longer present
and additional weight is given to subjective evidence such as our projections for growth. Overall, the Company’s valuation allowance increased by approximately
$19.6 million during the year ended December 31, 2018.
The Company had no uncertain tax positions as of December 31, 2018 and 2017, respectively. Generally, for federal and state purposes, the Company's
2013 through 2018 tax years remain open for examination by tax authorities. Additionally, any net operating losses that were generated in prior years and utilized in
these years may also be subject to examination by the IRS. The Internal Revenue Service is currently examining the Company’s 2013 and 2014 tax returns. The
results of such examination and impact on the Company’s results of operation are not known at this time. The Company has not been notified of any state income tax
examinations. The Company’s policy is to reco gnize interest and penalties associated with uncertain tax positions as part of income tax expense.
On December 22, 2017, President Trump signed into law the “Tax Cuts and Jobs Act”. This legislation created significant changes in U.S. tax law,
including a reduction in corporate tax rates, changes to net operating loss carryforwards and carrybacks, a limitation on the amount of deductible business interest
expense, and a repeal of the corporate alternative minimum tax. The legislation reduced the U.S. corporate tax rate from the current rate of 35% to 21% for tax
periods beginning after December 31, 2017.
In December 2017, the SEC staff issued Staff Accounting Bulletin No. 118 (“SAB 118”) to address the application of U.S. GAAP in situations when a
registrant does not have the necessary information available, prepared, or analyzed (including computations) in reasonable detail to complete the accounting for
certain income tax effects of the legislation. At December 31, 2017, the Company recorded a discrete net tax expense of $3.5 million related to provisional amounts
under SAB 118 for the remeasurement of U.S. deferred tax assets and liabilities due to reduction in the federal tax rate. The Company completed its accounting
under SAB 118 in the fourth quarter and recorded no provisional adjustment to the amount recorded at December 31, 2017.
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1 4 . Fair Value of Financial Instruments
The carrying amounts reported at December 31, 2018 and 2017 for cash and cash equivalents, accounts receivable, prepaid expenses and other current
assets, accounts payable and accrued liabilities approximate fair value because of the short-term maturity of these instruments and are categorized as Level 1 within
the GAAP fair value hierarchy. The fair value of the Company’s revolving line of credit is categorized as Level 2.
The Company has debt with variable and fixed interest rates. The fair value of debt with fixed interest rates was determined using the quoted market
prices of debt instruments with similar terms and maturities, which are considered Level 2 inputs. The fair value of debt with variable interest rates was also
measured using other Level 2 inputs, including good faith estimates of the market value for the particular debt instrument, which represent the amount an
independent market participant would provide, based upon market observations and other factors relevant under the circumstances. The carrying value of such debt
approximated its estimated fair value at December 31, 2018 and 2017.
Prior to terminating the interest rate swap agreements on June 29, 2017, the Company had entered into the agreements to manage exposure to fluctuations
in interest rates. Fair value of the interest rate swaps was determined using a pricing model based on published interest rates and other observable market data. The
fair value was determined after considering the potential impact of collateralization, adjusted to reflect both our own nonperformance risk and the respective
counterparty’s nonperformance risk. The fair value measurement of interest rate swaps utilized Level 2 inputs. Refer to Note 7 (Long-Term Debt) for further
discussion of the interest rate swap agreements.
Intangible assets are measured at fair value on a non-recurring basis. These assets are classified in Level 3 of the fair value hierarchy. Goodwill and other
indefinite-lived intangibles are tested for impairment at least annually, or more frequently if circumstances indicate that the carrying amount exceeds fair value.
The Company estimates the fair values of goodwill and other indefinite-lived intangibles utilizing multiple measurement techniques. The estimation is
primarily determined based on an estimate of future cash flows (income approach) discounted at a market derived weighted-average cost of capital. The income
approach has been determined to be the most representative of fair value. Other unobservable inputs used in these valuations include management’s cash flow
projections and estimated terminal growth rates. The valuation of indefinite-lived intangible assets also includes an unobservable input for royalty rate, which is
based on rates used by comparable industries.
The useful lives of definite-lived intangible assets (customer relationships) are evaluated whenever events or circumstances warrant a revision to the
remaining amortization period. The fair value of definite-lived intangible assets is based on estimated cash flows from the future use of the asset, discounted at a
market derived weighted-average cost of capital.
Long-lived assets are measured at fair value on a non-recurring basis and are classified in Level 3 of the fair value hierarchy. The fair value is estimated
utilizing unobservable inputs, including appraisals on real estate as well as evaluations of the marketability and potential relocation of other assets in similar
condition and similar market areas. The Company analyzes long-lived assets on an annual basis for any triggering events that would necessitate an impairment
test. No impairment charges were recorded for the years ended December 31, 2018, 2017 and 2016.
15. Commitments and Contingencies
Operating Leases
The Company has entered into various operating leases expiring through June 2025. Commercial properties under operating leases primarily include
space required to perform client services and space for administrative facilities. Rent expense was $10.4 million, $7.5 million and $7.4 million for the years
ended December 31, 2018, 2017 and 2016, respectively. The Company recognizes rent expense on a straight line basis with the difference between rent expense and
rent paid recorded as deferred rent. Such amount is included in accrued liabilities in the consolidated balance sheets.
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The future minimum lease payments under non-cancelable operating leases with remaining terms of one or more years as of December 31, 201 8
consisted of the following (in thousands):
Years ending December 31,

Annual Payment

2019
2020
2021
2022
2023
Thereafter
Total

$

$

11,722
9,896
8,816
8,116
7,635
38,357
84,542

Litigation
RSG Litigation
On June 30, 2017, Jeffrey Smith, Abhilash Patel and certain of their affiliates (“Plaintiffs”) filed a lawsuit in the Superior Court of the State of California
in Los Angeles County against the Company, AAC, Sober Media Group, LLC, and certain of the Company’s current and former officers (Jeffrey Smith, Abhilash
Patel v. American Addiction Centers, Inc. et al.) (the “Smith Litigation). Plaintiffs are former owners of Referral Solutions Group, LLC (RSG) and Taj Media, LLC,
which were acquired by the Company in July 2015. The plaintiffs generally alleged that, in connection with the Company’s acquisition, the defendants violated
California securities laws and further allege intentional misrepresentation, common law fraud, equitable fraud, promissory estoppel, civil conspiracy to conceal an
investigation and civil conspiracy to conceal profitability. On November 21, 2018, the Company entered into a settlement (the “Settlement”) with Plaintiffs
providing that (i) the Company pay Plaintiffs an aggregate of $8,000,000 (the “Settlement Payment”) in payments to be made throughout 2019, (ii) mutual exchange
of releases, (iii) dismissal of the litigation and (iv) other non-monetary terms. In connection with the Settlement, the Company also agreed to release its former
officer and director, Jerrod N. Menz (“Menz”) from his agreement to contribute 300,000 shares to the settlement of a previously settled securities class action lawsuit
in exchange for Menz releasing his claim for indemnification arising out of the Smith Litigation.
SEC Matter
The Company provided general accounting, finance and governance documentation in response to a subpoena received from the SEC in March 2018.
Following this initial document request, the Commission requested additional information pertaining to the Company’s accounting for partial payments from
insurance companies, where the Company is continuing to pursue additional collections for the estimated balance. Beginning in the third quarter of 2018, the
Company’s Audit Committee initiated a review of the Company’s accounting for these partial payments. The Audit Committee has completed this review. In
connection with this review, the Audit Committee determined that the Company’s change in estimate of the collectability of accounts receivable relating to partial
payments was appropriate. See “Note 2. Basis of Presentation and Recently Issued Accounting Pronouncements—Change in Accounting Estimate.” The
Commission’s investigation is ongoing, and the Company is continuing to fully cooperate on this matter. The Commission’s investigation is neither an allegation of
wrongdoing nor a finding that any violation of law has occurred. At this time, the Company is unable to predict the final outcome of this matter or what impact i t
might have on the Company’s consolidated financial position, results of operations or cash flows.
Other
The Company is also aware of various other legal matters arising in the ordinary course of business. To cover these other types of claims as well as the
legal matters referenced above, the Company maintains insurance it believes to be sufficient for its operations, although some claims may potentially exceed the
scope of coverage in effect and the insurer may argue that some claims, including, without limitation, the claims described above, are excluded from coverage.
Plaintiffs in these matters may also request punitive or other damages that may not be covered by insurance. Except as described above, after taking into
consideration the evaluation of such matters by the Company’s legal counsel, the Company’s management believes at this time that the anticipated outcome of these
matters will not have a material impact on the Company’s consolidated financial position, results of operations or cash flows.
16. Related Parties
An entity beneficially owned by Mr. Cartwright, the Company’s Chief Executive Officer, owns an airplane that the Company uses for business purposes
in the course of its operations pursuant to a written lease agreement. The Company pays an hourly rate for use of the airplane as well as fuel and certain maintenance
costs. For the years ended December 31, 2018, 2017 and 2016, the Company made aggregate payments to the related entity for use of the airplane of approximately
$1.2 million, $1.0 million and $0.9 million, respectively.
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1 7 . Unaudited Quarterly Information ( Restated )
The tables below present summarized unaudited quarterly results of operations for the years ended December 31, 2018 and 2017, as restated to reflect
adjustments to our previously issued financial statements as more fully discussed in Note 2A, Restatement of Previously Issued Financial Statements . The following
data should be read in conjunction with Note 2A in order to fully understand factors that may affect the comparability of the financial data.
Management believes that all necessary adjustments have been included in the amounts stated below for a fair presentation of the results of operations for
the periods presented when read in conjunction with the Company’s consolidated financial statements for the years ended December 31, 2018 and 2017. Results of
operations for a particular quarter are not necessarily indicative of results of operations for an annual period and are not predictive of future periods.
Quarter Ended
June 30,
September 30,
Restated
Restated
(In thousands except share data)

March 31,
Restated

December 31,

2018:
Revenue
Net loss
Net income (loss) available to AAC Holdings, Inc. common
stockholders
Basic net loss per share
Diluted net loss per share

$
$
$
$
$

81,187
(837)
1,056
0.04
0.04

$

88,094

$

69,034

$

$

(3,592)

$

(23,844)

$

$
$
$

(1,602)
(0.07)
(0.07)

$
$
$

(22,181)
(0.92)
(0.92)

$
$
$

March 31,
Restated

2017:
Revenue
Net (loss) income
Net (loss) income available to AAC Holdings, Inc. common
stockholders
Basic net (loss) income per share
Diluted net (loss) income per share

June 30,
Restated

Quarter Ended
September 30,
Restated

57,448 (a)
(a),
(38,445) (b)
(a),
(36,677) (b)
(1.52)
(1.52)

December 31,
Restated

(In thousands except share data)

$
$

73,039
(766)

$
$

78,042
158

$
$

80,424
715

$
$

86,136
(17,488) (c)

$
$
$

275
0.01
0.01

$
$
$

1,140
0.05
0.05

$
$
$

1,841
0.08
0.08

$
$
$

(16,129) (c)
(0.69)
(0.69)

(a) Refer to Note 2 – Basis of Presentation to the Notes to the Consolidated Financial Statements.
(b) Refer to Note 15 – Commitments and Contingencies to the Notes to the Consolidated Financial Statements.
(c) Fourth quarter results include a $23.3 million litigation settlement expense related to the estimated settlement of the Tennessee class action litigation and the Nevada derivative litigation
matters.

The following tables present our quarterly historical consolidated financial data as of the dates and for the periods indicated. The quarterly financial data
set forth below have been restated to reflect adjustments to our previously issued financial statements as more fully discussed in Note 2A, Restatement of Previously
Issued Financial Statements . The following data should be read in conjunction with Note 2A in order to fully understand factors that may affect the comparability of
the financial data.
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The initial application of Topic 606 caused no impact to the beginning balances of the Company’s consolidated financial statements as of January 1, 2018.
The restated impact of the Adoption of Topic 606 on the Company’s Condensed Consolidated Statements of Operations for the first three quarters of 2018 was as
follows (in thousands):

Client related revenue
Non-client related revenue
Provision for doubtful accounts

Client related revenue
Non-client related revenue
Provision for doubtful accounts

Client related revenue
Non-client related revenue
Provision for doubtful accounts

$

$

$

Three Months Ended March 31, 2018
Restated
Previous Accounting
Impact of Adopting
As Reported
Guidance
Topic 606
78,630
$
82,481
$
(3,851)
2,557
2,798
(241)
4,092
(4,092)
Three Months Ended June 30, 2018
Restated
Previous Accounting
Impact of Adopting
As Reported
Guidance
Topic 606
84,620
$
96,150
$
(11,530)
3,474
3,616
(142)
366
12,038
(11,672)
Three Months Ended September 30, 2018
Restated
Previous Accounting
Impact of Adopting
As Reported
Guidance
Topic 606
66,107
$
81,626
$
(15,519)
2,927
3,029
(102)
15,621
(15,621)

A summary of activity in the Company’s allowance for doubtful accounts is as follows (in thousands):
Balance at December 31, 2016, restated
Additions charged to provision for doubtful accounts
Accounts written off, net of recoveries
Balance at March 31, 2017, restated
Additions charged to provision for doubtful accounts
Accounts written off, net of recoveries
Balance at June 30, 2017, restated
Additions charged to provision for doubtful accounts
Accounts written off, net of recoveries
Balance at September 30, 2017, restated

$

$

$

$

69,460
4,403
(680)
73,183
6,261
(2,231)
77,213
7,406
(2,239)
82,380

Income Taxes
The provision for income taxes for the three months ended September 30, 2018 and 2017 reflects an income tax benefit of $1.1 million and expense of
$0.7 million, respectively, at an effective tax rate of 4.3% and 50.9%, respectively. The increase in income tax benefit from the comparable period in 2017 and the
change in the effective tax rate is primarily related to the change in loss before income tax benefit as well as tax treatment of stock compensation, litigation
settlement expense and the effect of the Tax Cuts and Jobs Act.
The provision for income taxes for the three months ended June 30, 2018 and 2017 reflects an income tax benefit of $0.2 million and expense of $0.7
million, respectively, at an effective tax rate of 4.3% and 82.4%, respectively. The increase in income tax benefit from the comparable period in 2017 and the change
in the effective tax rate is primarily related to the change in loss before
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income tax benefit as well as tax treatment of stock compens ation, litigation settlement expense and the effect of the Tax Cuts and Jobs Act.
The provision for income taxes for the three months ended March 31, 2018 and 2017 reflects an income tax benefit of $0.0 million and expense of $0.7
million, respectively, at an effective tax rate of 4.3% and (2,910.0%), respectively. The increase in income tax benefit from the comparable period in 2017 and the
change in the effective tax rate is primarily related to the change in loss before income tax benefit as well as tax treatment of stock compensation, litigation
settlement expense and the effect of the Tax Cuts and Jobs Act.
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AAC Holdings, Inc.
Unaudited Consolidated Statement of Operations
For the Three Months Ended September 30, 2018
(Dollars in thousands, except share data)

As Previously
Reported
Revenues
Client related revenue
Non-client related revenue
Total revenues

$

Operating expenses
Salaries, wages and benefits
Client related services
Provision for doubtful accounts
Advertising and marketing
Professional fees
Other operating expenses
Rentals and leases
Litigation settlement
Depreciation and amortization
Acquisition-related expenses
Total operating expenses
Loss from operations
Interest expense, net (including change in fair value of interest rate
swaps of $0, respectively)
Loss on contingent consideration
Other expense, net
Loss before income tax expense
Income tax benefit
Net loss
Less: net loss attributable to noncontrolling interest
Net loss attributable to AAC Holdings, Inc. common stockholders

74,477
2,996
77,473

Adjustments
$

44,831
8,594
3,037
5,697
12,833
2,760
100
5,573
1,058
84,483
(7,010)

Basic loss per common share
Diluted loss per common share
Weighted-average common shares outstanding:
Basic
Diluted

$

8,738
732
(16,480)
(3,324)
(13,156)
1,663
(11,493) $

$
$

(0.47)
(0.47)
24,205,159
24,205,159
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Restated

(8,370) $
(69)
(8,439)

(947)
(947)
(7,492)

66,107
2,927
69,034

44,831
8,594
3,037
5,697
12,833
2,760
100
5,573
111
83,536
(14,502)

947
(8,439)
2,249
(10,688)
(10,688) $

8,738
947
732
(24,919)
(1,075)
(23,844)
1,663
(22,181)

$
$

(0.92)
(0.92)
24,205,159
24,205,159

AAC Holdin gs, Inc.
Unaudited Consolidated Statement of Operations
For the Three Months Ended June 30, 2018
(Dollars in thousands, except share data)

As Previously
Reported
Revenues
Client related revenue
Non-client related revenue
Total revenues

$

Operating expenses
Salaries, wages and benefits
Client related services
Provision for doubtful accounts
Advertising and marketing
Professional fees
Other operating expenses
Rentals and leases
Litigation settlement
Depreciation and amortization
Acquisition-related expenses
Total operating expenses
Income from operations
Interest expense, net (including change in fair value of interest rate
swaps of $0, respectively)
Gain on contingent consideration
Other income, net
Loss before income tax expense
Income tax benefit
Net loss
Less: net loss attributable to noncontrolling interest
Net loss attributable to AAC Holdings, Inc. common stockholders

$

Basic loss per common share
Diluted loss per common share
Weighted-average common shares outstanding:
Basic
Diluted

$
$

83,293
3,468
86,761

$

1,327
6
1,333

Restated
$

84,620
3,474
88,094

46,850
8,393
366
2,584
4,950
12,194
2,563
244
5,909
84,053
2,708

176
176
1,157

46,850
8,393
366
2,584
4,950
12,194
2,563
244
5,909
176
84,229
3,865

7,893
(98)
(5,087)
(84)
(5,003)
1,990
(3,013) $

(176)
1,333
(78)
1,411
1,411 $

7,893
(176)
(98)
(3,754)
(162)
(3,592)
1,990
(1,602)

$
$

(0.07)
(0.07)

(0.12)
(0.12)
24,166,976
24,166,976
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Adjustments

24,166,976
24,166,976

AAC Holdin gs, Inc.
Unaudited Consolidated Statement of Operations
For the Three Months Ended March 31, 2018
(Dollars in thousands, except share data)
As Previously
Reported
Revenues
Client related revenue
Non-client related revenue
Total revenues

$

Operating expenses
Salaries, wages and benefits
Client related services
Provision for doubtful accounts
Advertising and marketing
Professional fees
Other operating expenses
Rentals and leases
Litigation settlement
Depreciation and amortization
Acquisition-related expenses
Total operating expenses
Income from operations
Interest expense, net (including change in fair value of interest rate
swaps of $0, respectively)
Gain on contingent consideration
Other expense, net
Loss before income tax expense
Income tax benefit
Net loss
Less: net loss attributable to noncontrolling interest
Net (loss) income attributable to AAC Holdings, Inc. common stockholders

$

Basic (loss) earnings per common share
Diluted (loss) earnings per common share
Weighted-average common shares outstanding:
Basic
Diluted

$
$

75,923
2,550
78,473

$

2,707
7
2,714

40,084
7,747
2,599
3,650
10,588
2,116
2,791
5,464
305
75,344
3,129

2,714

6,709
9
(3,589)
(1,494)
(2,095)
1,893
(202) $

2,714
1,456
1,258
1,258

(0.01)
(0.01)
23,744,208
23,744,208
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Adjustments

Restated
$

78,630
2,557
81,187

40,084
7,747
2,599
3,650
10,588
2,116
2,791
5,464
305
75,344
5,843

$

6,709
9
(875)
(38)
(837)
1,893
1,056

$
$

0.04
0.04
23,744,208
23,781,604

AAC Holdin gs, Inc.
Unaudited Consolidated Statement of Operations
For the Three Months Ended September 30, 2017
(Dollars in thousands, except share data)

As Previously
Reported
Revenues
Client related revenue
Non-client related revenue
Total revenues

$

Operating expenses
Salaries, wages and benefits
Client related services
Provision for doubtful accounts
Advertising and marketing
Professional fees
Other operating expenses
Rentals and leases
Litigation settlement
Depreciation and amortization
Acquisition-related expenses
Total operating expenses
Income from operations
Interest expense, net (including change in fair value of interest rate
swaps of $0, respectively)
Loss on extinguishment of debt
Gain on contingent consideration
Other expense, net
(Loss) income before income tax expense
Income tax expense (benefit)
Net (loss) income
Less: net loss attributable to noncontrolling interest
Net income attributable to AAC Holdings, Inc. common stockholders

77,948
2,476
80,424

Adjustments
$

36,709
6,598
9,682
3,074
3,641
8,306
2,105
5,218
370
75,703
4,721

$

Basic earnings per common share
Diluted earnings per common share
Weighted-average common shares outstanding:
Basic
Diluted

$
$

5,492
49
(820)
(456)
(364)
1,126
762 $
0.03
0.03
23,331,414
23,469,985

F-40

Restated
-

$

77,948
2,476
80,424

(2,276)
(2,276)
2,276

36,709
6,598
7,406
3,074
3,641
8,306
2,105
5,218
370
73,427
6,997

2,276
1,197
1,079
1,079

$

5,492
49
1,456
741
715
1,126
1,841

$
$

0.08
0.08
23,331,414
23,469,985

AAC Holdin gs, Inc.
Unaudited Consolidated Statement of Operations
For the Three Months Ended June 30, 2017
(Dollars in thousands, except share data)

As Previously
Reported
Revenues
Client related revenue
Non-client related revenue
Total revenues

$

Operating expenses
Salaries, wages and benefits
Client related services
Provision for doubtful accounts
Advertising and marketing
Professional fees
Other operating expenses
Rentals and leases
Litigation settlement
Depreciation and amortization
Acquisition-related expenses
Total operating expenses
Income from operations
Interest expense, net (including change in fair value of interest rate
swaps of ($25), respectively)
Loss on extinguishment of debt
Gain on contingent consideration
Other income, net
(Loss) income before income tax expense
Income tax expense
Net (loss) income
Less: net loss attributable to noncontrolling interest
Net (loss) income attributable to AAC Holdings, Inc. common stockholders

75,692
2,350
78,042

Adjustments
$

34,508
6,646
9,496
3,266
3,039
8,199
1,849
5,058
42
72,103
5,939

$

Basic (loss) earnings per common share
Diluted (loss) earnings per common share
Weighted-average common shares outstanding:
Basic
Diluted

$
$

2,846
5,435
6
(2,336)
562
(2,898)
982
(1,916) $
(0.08)
(0.08)
23,242,177
23,242,177

F-41

Restated
-

$

75,692
2,350
78,042

(3,235)
(3,235)
3,235

34,508
6,646
6,261
3,266
3,039
8,199
1,849
5,058
42
68,868
9,174

3,235
179
3,056
3,056

$

2,846
5,435
6
899
741
158
982
1,140

$
$

0.05
0.05
23,242,177
23,254,162

AAC Holdin gs, Inc.
Unaudited Consolidated Statement of Operations
For the Three Months Ended March 31, 2017
(Dollars in thousands, except share data)

As Previously
Reported
Revenues
Client related revenue
Non-client related revenue
Total revenues

$

Operating expenses
Salaries, wages and benefits
Client related services
Provision for doubtful accounts
Advertising and marketing
Professional fees
Other operating expenses
Rentals and leases
Litigation settlement
Depreciation and amortization
Acquisition-related expenses
Total operating expenses
Income from operations
Interest expense, net (including change in fair value of interest rate
swaps of ($83), respectively)
Loss on extinguishment of debt
Gain on contingent consideration
Other expense, net
Loss before income tax expense
Income tax (benefit) expense
Net loss
Less: net loss attributable to noncontrolling interest
Net (loss) income attributable to AAC Holdings, Inc. common stockholders

71,219
1,820
73,039

Adjustments
$

36,772
6,378
6,587
3,775
2,642
8,789
1,885
5,469
183
72,480
559

$

Basic (loss) earnings per common share
Diluted (loss) earnings per common share
Weighted-average common shares outstanding:
Basic
Diluted

$
$

2,734
34
(2,209)
(565)
(1,644)
1,041
(603) $
(0.03)
(0.03)
23,163,626
23,163,626

F-42

Restated
-

$

(2,184)
(2,184)
2,184
2,184
1,306
878
878

71,219
1,820
73,039

36,772
6,378
4,403
3,775
2,642
8,789
1,885
5,469
183
70,296
2,743

$

2,734
34
(25)
741
(766)
1,041
275

$
$

0.01
0.01
23,163,626
23,174,899

AAC Holdin gs, Inc.
Unaudited Consolidated Balance Sheet
September 30, 2018
(Dollars in thousands)

As Previously
Reported
Assets
Current assets
Cash and cash equivalents
Accounts receivable, net of allowances
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Goodwill
Intangible assets, net
Deferred tax assets, net
Other assets
Total assets

$

$

Liabilities and Stockholders’ Equity
Current liabilities
Accounts payable
Accrued and other current liabilities
Accrued litigation
Current portion of long-term debt
Total current liabilities
Deferred tax liabilities
Long-term debt, net of current portion and debt issuance costs
Financing lease obligation, net of current portion
Other long-term liabilities
Total liabilities

$

Stockholders’ equity
Common stock, $0.001 par value:
70,000,000 shares authorized, 24,621,653 shares issued
and outstanding at September 30, 2018, respectively
Additional paid-in capital
Retained deficit
Total stockholders’ equity
Noncontrolling interest
Total stockholders’ equity including noncontrolling interest
Total liabilities and stockholders’ equity

$

F-43

Adjustments

5,259
94,583
5,547
105,389
166,345
198,952
12,561
13,042
10,679
506,968

$

8,722
31,607
8,350
48,679
297,143
24,459
11,993
382,274

$

$

25
161,209
(16,168)
145,066
(20,372)
124,694
506,968 $

Restated

- $
(34,744)
(34,744)
(10,118)
(44,862) $

-

$

(44,862)
(44,862)
(44,862)
(44,862) $

5,259
59,839
5,547
70,645
166,345
198,952
12,561
2,924
10,679
462,106

8,722
31,607
8,350
48,679
297,143
24,459
11,993
382,274

25
161,209
(61,030)
100,204
(20,372)
79,832
462,106

AAC Holdings, Inc.
Unaudited Consolidated Balance Sheet
June 30, 2018
(Dollars in thousands)

As Previously
Reported
Assets
Current assets
Cash and cash equivalents
Accounts receivable, net of allowances
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Goodwill
Intangible assets, net
Deferred tax assets, net
Other assets
Total assets
Liabilities and Stockholders’ Equity
Current liabilities
Accounts payable
Accrued and other current liabilities
Accrued litigation
Current portion of long-term debt
Total current liabilities
Deferred tax liabilities
Long-term debt, net of current portion and debt issuance costs
Financing lease obligation, net of current portion
Other long-term liabilities
Total liabilities
Stockholders’ equity
Common stock, $0.001 par value:
70,000,000 shares authorized, 24,596,675 shares issued
and outstanding at June 30, 2018, respectively
Additional paid-in capital
Retained deficit
Total stockholders’ equity
Noncontrolling interest
Total stockholders’ equity including noncontrolling interest
Total liabilities and stockholders’ equity

$

11,353
97,362
4,638
113,353
168,373
197,184
13,201
9,572
11,069
512,752

$

$

6,613
30,487
6,723
43,823
295,322
24,488
12,322
375,955

$

$

F-44

Adjustments

25
160,156
(4,675)
155,506
(18,709)
136,797
512,752

$

Restated

(26,305)
(26,305)
(7,723)
(34,028)

-

(34,028)
(34,028)
(34,028)
(34,028)

$

11,353
71,057
4,638
87,048
168,373
197,184
13,201
1,849
11,069
478,724

$

6,613
30,487
6,723
43,823
295,322
24,488
12,322
375,955

$

25
160,156
(38,703)
121,478
(18,709)
102,769
478,724

AAC Holdings, Inc.
Unaudited Consolidated Balance Sheet
March 31, 2018
(Dollars in thousands)

As Previously
Reported
Assets
Current assets
Cash and cash equivalents
Accounts receivable, net of allowances
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Goodwill
Intangible assets, net
Deferred tax assets, net
Other assets
Total assets

$

$

Liabilities and Stockholders’ Equity
Current liabilities
Accounts payable
Accrued and other current liabilities
Accrued litigation
Current portion of long-term debt
Total current liabilities
Deferred tax liabilities
Long-term debt, net of current portion and debt issuance costs
Financing lease obligation, net of current portion
Other long-term liabilities
Total liabilities

$

Stockholders’ equity
Common stock, $0.001 par value:
70,000,000 shares authorized, 24,438,739 shares issued
and outstanding at March 31, 2018, respectively
Additional paid-in capital
Retained deficit
Total stockholders’ equity
Noncontrolling interest
Total stockholders’ equity including noncontrolling interest
Total liabilities and stockholders’ equity

$

F-45

Adjustments

14,341
99,581
3,354
117,276
169,744
197,184
13,712
9,030
12,468
519,414

$

3,338
34,039
1,000
7,319
45,696
296,443
24,515
12,277
378,931

$

24
158,840
(1,662)
157,202
(16,719)
140,483
519,414

$

$

Restated

(27,637)
(27,637)
(7,343)
(34,980)

-

(34,980)
(34,980)
(34,980)
(34,980)

$

$

$

$

14,341
71,944
3,354
89,639
169,744
197,184
13,712
1,687
12,468
484,434

3,338
34,039
1,000
7,319
45,696
296,443
24,515
12,277
378,931

24
158,840
(36,642)
122,222
(16,719)
105,503
484,434

AAC Holdings, Inc.
Unaudited Consolidated Balance Sheet
September 30, 2017
(Dollars in thousands)

As Previously
Reported
Assets
Current assets
Cash and cash equivalents
Accounts receivable, net of allowances
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Goodwill
Intangible assets, net
Deferred tax assets, net
Other assets
Total assets

$

$

Liabilities and Stockholders’ Equity
Current liabilities
Accounts payable
Accrued and other current liabilities
Accrued litigation
Current portion of long-term debt
Total current liabilities
Deferred tax liabilities
Long-term debt, net of current portion and debt issuance costs
Financing lease obligation, net of current portion
Other long-term liabilities
Total liabilities

$

Stockholders’ equity
Common stock, $0.001 par value:
70,000,000 shares authorized, 24,021,219 shares issued
and outstanding at September 30, 2017, respectively
Additional paid-in capital
Retained earnings (deficit)
Total stockholders’ equity
Noncontrolling interest
Total stockholders’ equity including noncontrolling interest
Total liabilities and stockholders’ equity

$

F-46

Adjustments

16,412
92,547
6,030
114,989
151,769
134,396
9,169
1,579
5,664
417,566

$

5,732
24,633
4,736
35,101
197,872
24,398
3,836
261,207

$

24
152,440
17,362
169,826
(13,467)
156,359
417,566

$

$

Restated

(33,638)
(33,638)
(1,579)
(35,217)

$

4,709
4,709

$

(39,926)
(39,926)
(39,926)
(35,217)

$

$

16,412
58,909
6,030
81,351
151,769
134,396
9,169
5,664
382,349

5,732
24,633
4,736
35,101
4,709
197,872
24,398
3,836
265,916

24
152,440
(22,564)
129,900
(13,467)
116,433
382,349

AAC Holdings, Inc.
Unaudited Consolidated Balance Sheet
June 30, 2017
(Dollars in thousands)

As Previously
Reported
Assets
Current assets
Cash and cash equivalents
Accounts receivable, net of allowances
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Goodwill
Intangible assets, net
Deferred tax assets, net
Other assets
Total assets

$

$

Liabilities and Stockholders’ Equity
Current liabilities
Accounts payable
Accrued and other current liabilities
Accrued litigation
Current portion of long-term debt
Total current liabilities
Deferred tax liabilities
Long-term debt, net of current portion and debt issuance costs
Financing lease obligation, net of current portion
Other long-term liabilities
Total liabilities

$

Stockholders’ equity
Common stock, $0.001 par value:
70,000,000 shares authorized, 24,060,888 shares issued
and outstanding at June 30, 2017, respectively
Additional paid-in capital
Retained earnings (deficit)
Total stockholders’ equity
Noncontrolling interest
Total stockholders’ equity including noncontrolling interest
Total liabilities and stockholders’ equity

$

F-47

Adjustments

10,793
96,527
4,456
111,776
148,965
134,396
9,551
1,180
783
406,651

$

10,441
24,800
4,503
39,744
208,467
3,782
251,993

$

24
150,375
16,600
166,999
(12,341)
154,658
406,651

$

$

Restated

(35,914)
(35,914)
(1,180)
(37,094)

$

3,968
3,968

$

(41,062)
(41,062)
(41,062)
(37,094)

$

$

10,793
60,613
4,456
75,862
148,965
134,396
9,551
783
369,557

10,441
24,800
4,503
39,744
3,968
208,467
3,782
255,961

24
150,375
(24,462)
125,937
(12,341)
113,596
369,557

AAC Holdings, Inc.
Unaudited Consolidated Balance Sheet
March 31, 2017
(Dollars in thousands)

As Previously
Reported
Assets
Current assets
Cash and cash equivalents
Accounts receivable, net of allowances
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Goodwill
Intangible assets, net
Deferred tax assets, net
Other assets
Total assets

$

$

Liabilities and Stockholders’ Equity
Current liabilities
Accounts payable
Accrued and other current liabilities
Accrued litigation
Current portion of long-term debt
Total current liabilities
Deferred tax liabilities
Long-term debt, net of current portion and debt issuance costs
Financing lease obligation, net of current portion
Other long-term liabilities
Total liabilities

$

Stockholders’ equity
Common stock, $0.001 par value:
70,000,000 shares authorized, 24,076,469 shares issued
and outstanding at March 31, 2017, respectively
Additional paid-in capital
Retained earnings (deficit)
Total stockholders’ equity
Noncontrolling interest
Total stockholders’ equity including noncontrolling interest
Total liabilities and stockholders’ equity

$

F-48

Adjustments

5,880
94,144
4,897
104,921
145,410
134,396
9,953
1,316
626
396,622

$

13,711
24,865
10,965
49,541
187,456
4,121
241,118

$

24
148,323
18,516
166,863
(11,359)
155,504
396,622

$

$

Restated

(39,149)
(39,149)
(1,316)
(40,465)

$

3,227
3,227

$

(43,692)
(43,692)
(43,692)
(40,465)

$

$

5,880
54,995
4,897
65,772
145,410
134,396
9,953
626
356,157

13,711
24,865
10,965
49,541
3,227
187,456
4,121
244,345

24
148,323
(25,176)
123,171
(11,359)
111,812
356,157

AAC Holdings, Inc.
Unaudited Consolidated Statements of Cash Flows
For the Nine Months Ended, September 30, 2018
(Dollars in thousands)

As Previously
Reported
Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash provided by
operating activities:
Provision for doubtful accounts
Depreciation and amortization
Equity compensation
Loss on disposal of property and equipment
Loss on extinguishment of debt
Loss on contingent consideration
Amortization of debt issuance costs
Deferred income taxes
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other assets
Accounts payable
Accrued and other current liabilities
Accrued litigation
Other long-term liabilities
Net cash (used in) provided by operating activities
Cash flows from investing activities:
Purchase of property and equipment
Acquisition of subsidiaries
Change in funds held on acquisition
Net cash used in investing activities
Cash flows from financing activities:
Payments on 2015 Credit Facility and Deerfield Facility
Proceeds from 2015 Credit Facility and Deerfield Facility, net of deferred financing costs
Payments on 2017 Credit Facility
Proceeds from 2017 Credit Facility, net of deferred financing costs
Proceeds from financing lease obligation, net of deferred financing costs
Payments on capital leases and other
Payments on AdCare Note
Repayment of long-term debt — related party
Change in funds held on acquisition
Payment of employee taxes for net share settlement
Net cash provided by financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

F-49

$

$

Adjustments

(20,254)

$

Restated

(8,019)

366
16,946
3,104
1,000
-

-

-

771

2,077
(5,032)

3,627

3,503
(461)
645

4,392
-

2,207

(771)

$

(28,273)

366
16,946
3,104
1,000
771
2,077
(1,405)

(23,300)
(559)
(19,758)

-

7,895
(461)
645
1,436
(23,300)
(559)
(19,758)

(15,458)
(65,827)
(81,285)

-

(15,458)
(65,827)
(81,285)

(5,172)
99,286
(563)
(500)
(567)
92,484
(8,559)
13,818
5,259

-

(5,172)
99,286
(563)
(500)
(567)
92,484
(8,559)
13,818
5,259

$

$

AAC Holdings, Inc.
Unaudited Consolidated Statements of Cash Flows
For the Six Months Ended, June 30, 2018
(Dollars in thousands)

As Previously
Reported
Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash provided by
operating activities:
Provision for doubtful accounts
Depreciation and amortization
Equity compensation
Loss on disposal of property and equipment
Loss on extinguishment of debt
Gain on contingent consideration
Amortization of debt issuance costs
Deferred income taxes
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other assets
Accounts payable
Accrued and other current liabilities
Accrued litigation
Other long-term liabilities
Net cash (used in) provided by operating activities
Cash flows from investing activities:
Purchase of property and equipment
Acquisition of subsidiaries
Change in funds held on acquisition
Net cash used in investing activities
Cash flows from financing activities:
Payments on 2015 Credit Facility and Deerfield Facility
Proceeds from 2015 Credit Facility and Deerfield Facility, net of deferred financing costs
Payments on 2017 Credit Facility
Proceeds from 2017 Credit Facility, net of deferred financing costs
Proceeds from financing lease obligation, net of deferred financing costs
Payments on capital leases and other
Payments on AdCare Note
Repayment of long-term debt — related party
Change in funds held on acquisition
Payment of employee taxes for net share settlement
Net cash provided by financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

F-50

$

Adjustments

(7,098)

$

366
11,373
2,159
34
-

2,669

$

-

-

$

Restated

366
11,373
2,159
34
(176)
1,357
(184)

(176)

1,357
(1,562)

1,378

724
1,475
(1,464)

(4,047)
-

457

176

(4,429)

(23,300)
(230)
(15,709)

-

(3,323)
1,475
(1,464)
633
(23,300)
(230)
(15,709)

(11,196)
(65,185)
(76,381)

-

(11,196)
(65,185)
(76,381)

(3,448)
94,286
(440)
(250)
(523)
89,625
(2,465)
13,818
11,353

-

(3,448)
94,286
(440)
(250)
(523)
89,625
(2,465)
13,818
11,353

$

$

AAC Holdings, Inc.
Unaudited Consolidated Statements of Cash Flows
For the Three Months Ended, March 31, 2018
(Dollars in thousands)

As Previously
Reported
Cash flows from operating activities:
Net Income (loss)
Adjustments to reconcile net loss to net cash provided by
operating activities:
Provision for doubtful accounts
Depreciation and amortization
Equity compensation
Loss on disposal of property and equipment
Loss on extinguishment of debt
Gain (loss) on contingent consideration
Amortization of debt issuance costs
Deferred income taxes
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other assets
Accounts payable
Accrued and other current liabilities
Accrued litigation
Other long-term liabilities
Net cash (used in) provided by operating activities
Cash flows from investing activities:
Purchase of property and equipment
Acquisition of subsidiaries
Change in funds held on acquisition
Net cash used in investing activities
Cash flows from financing activities:
Payments on 2015 Credit Facility and Deerfield Facility
Proceeds from 2015 Credit Facility and Deerfield Facility, net of deferred financing costs
Payments on 2017 Credit Facility
Proceeds from 2017 Credit Facility, net of deferred financing costs
Proceeds from financing lease obligation, net of deferred financing costs
Payments on capital leases and other
Payments on AdCare Note
Repayment of long-term debt — related party
Change in funds held on acquisition
Payment of employee taxes for net share settlement
Net cash provided by financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

F-51

$

$

(2,095)

Adjustments
$

Restated

1,258

$

(837)

5,464
798
34
637
(1,020)

1,456

5,464
798
34
637
436

(1,129)
1,485
(4,739)
4,141
(22,300)
(275)
(18,999)

(2,714)
-

(3,843)
1,485
(4,739)
4,141
(22,300)
(275)
(18,999)

(7,305)
(65,185)
(72,490)

-

(7,305)
(65,185)
(72,490)

(1,724)
94,432
(221)
(475)
92,012
523
13,818
14,341

-

(1,724)
94,432
(221)
(475)
92,012
523
13,818
14,341

$

$

AAC Holdings, Inc.
Unaudited Consolidated Statements of Cash Flows
For the Nine Months Ended, September 30, 2017
(Dollars in thousands)

As Previously
Reported
Cash flows from operating activities:
Net Income (loss)
Adjustments to reconcile net loss to net cash provided by
operating activities:
Provision for doubtful accounts
Depreciation and amortization
Equity compensation
Loss on disposal of property and equipment
Loss on extinguishment of debt
Gain on contingent consideration
Amortization of debt issuance costs
Deferred income taxes
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other assets
Accounts payable
Accrued and other current liabilities
Accrued litigation
Other long-term liabilities
Net cash (used in) provided by operating activities
Cash flows from investing activities:
Purchase of property and equipment
Acquisition of subsidiaries
Change in funds held on acquisition
Net cash used in investing activities
Cash flows from financing activities:
Payments on 2015 Credit Facility and Deerfield Facility
Proceeds from 2015 Credit Facility and Deerfield Facility, net of deferred financing costs
Payments on 2017 Credit Facility
Proceeds from 2017 Credit Facility, net of deferred financing costs
Proceeds from financing lease obligation, net of deferred financing costs
Payments on capital leases and other
Payments on AdCare Note
Repayment of long-term debt — related party
Change in funds held on acquisition
Payment of employee taxes for net share settlement
Net cash provided by financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

F-52

$

(4,906)

Adjustments
$

25,765
15,745
6,048
5,435
949
(981)

$

Restated

5,013

$

(7,695)
2,682

107

18,070
15,745
6,048
5,435
949
1,701

(30,978)
(703)
(3,423)
1,171
165
(257)
14,030

-

(30,978)
(703)
(3,423)
1,171
165
(257)
14,030

(27,186)
(27,186)

-

(27,186)
(27,186)

(211,094)
18,000
(15,813)
211,494
24,617
(596)
(1,004)
25,604
12,448
3,964
16,412

-

(211,094)
18,000
(15,813)
211,494
24,617
(596)
(1,004)
25,604
12,448
3,964
16,412

$

$

AAC Holdings, Inc.
Unaudited Consolidated Statements of Cash Flows
For the Six Months Ended, June 30, 2017
(Dollars in thousands)

As Previously
Reported
Cash flows from operating activities:
Net Income (loss)
Adjustments to reconcile net loss to net cash provided by
operating activities:
Provision for doubtful accounts
Depreciation and amortization
Equity compensation
Loss on disposal of property and equipment
Loss on extinguishment of debt
Gain on contingent consideration
Amortization of debt issuance costs
Deferred income taxes
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other assets
Accounts payable
Accrued and other current liabilities
Accrued litigation
Other long-term liabilities
Net cash (used in) provided by operating activities
Cash flows from investing activities:
Purchase of property and equipment
Acquisition of subsidiaries
Change in funds held on acquisition
Net cash used in investing activities
Cash flows from financing activities:
Proceeds from 2017 Revolving Facility, net of debt issuance costs
Proceeds from 2017 Term Loan, net of debt issuance costs
Payments on 2015 Credit Facility and Deerfield Facility
Payments on 2017 Credit Facility
Proceeds from 2017 Credit Facility, net of deferred financing costs
Proceeds from financing lease obligation, net of deferred financing costs
Payments on capital leases and other
Payments on AdCare Note
Repayment of long-term debt — related party
Change in funds held on acquisition
Payment of employee taxes for net share settlement
Net cash provided by financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

$

(4,542)

Adjustments
$

16,083
10,527
4,189
5,435
364
(582)

$
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Restated

3,934

$

(5,419)
1,485

(608)

10,664
10,527
4,189
5,435
364
903

(25,276)
690
1,286
526
(311)
8,389

-

(25,276)
690
1,286
526
(311)
8,389

(18,665)
(18,665)

-

(18,665)
(18,665)

9,169
202,325
(193,094)
(400)
(895)
17,105
6,829
3,964
10,793

-

9,169
202,325
(193,094)
(400)
(895)
17,105
6,829
3,964
10,793

-

$

-

$

AAC Holdings, Inc.
Unaudited Consolidated Statements of Cash Flows
For the Three Months Ended, March 31, 2017
(Dollars in thousands)

As Previously
Reported
Cash flows from operating activities:
Net Income (loss)
Adjustments to reconcile net loss to net cash provided by
operating activities:
Provision for doubtful accounts
Depreciation and amortization
Equity compensation
Loss on disposal of property and equipment
Loss on extinguishment of debt
Gain on contingent consideration
Amortization of debt issuance costs
Deferred income taxes
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other assets
Accounts payable
Accrued and other current liabilities
Accrued litigation
Other long-term liabilities
Net cash (used in) provided by operating activities
Cash flows from investing activities:
Purchase of property and equipment
Acquisition of subsidiaries
Change in funds held on acquisition
Net cash used in investing activities
Cash flows from financing activities:
Proceeds from revolving line of credit, net
Payments on 2015 Credit Facility and Deerfield Facility
Proceeds from 2015 Credit Facility and Deerfield Facility, net of deferred financing costs
Payments on 2017 Credit Facility
Proceeds from 2017 Credit Facility, net of deferred financing costs
Proceeds from financing lease obligation, net of deferred financing costs
Payments on capital leases and other
Payments on AdCare Note
Repayment of long-term debt — related party
Change in funds held on acquisition
Payment of employee taxes for net share settlement
Net cash provided by financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period
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$

(1,644) $

6,587
5,469
2,137
173
(718)

$

Adjustments

Restated
878

$

(2,184)
1,306

(766)

4,403
5,469
2,137
173
588

(13,397)
406
4,556
759
28
4,356

-

(13,397)
406
4,556
759
28
4,356

(10,687)
(10,687)

-

(10,687)
(10,687)

-

11,679
(2,537)
(895)
8,247
1,916
3,964
5,880

11,679
(2,537)
(895)
8,247
1,916
3,964
5,880 $

-

$

Comparison of the Three Months Ended September 30, 2018 (Restated) to the Three Months Ended September 30, 2017 (Restated)
The following discussion sets forth the effects of the restatement for both periods on the affected line items within our previously reported interim
Consolidated Statements of Operations.
Client Related Revenue
Client related revenue decreased $11.8 million, or 15.2%, to $66.1 million for the three months ended September 30, 2018 from $77.9 million for the
three months ended September 30, 2017. During the three months ended September 30, 2018, we recorded a change in accounting estimate which reduced revenue
by $6.0 million. Excluding the change in accounting estimate, client related revenue, decreased $5.8 million, or 7.5%, to $72.1 million for the three months ended
September 30, 2018 from $77.9 million for the three months ended September 30, 2017. The decrease in client related revenue was primarily due to a 17.6%
decrease in ADR, excluding the change in accounting estimate, from the three months ended September 30, 2018 compared to the three months ended September 30,
2017, offset partially by the full quarter benefit of revenue from AdCare, which was acquired on March 1, 2018.
Non-Client Related Revenue
Our non-client related revenue primarily consists of service charges for diagnostic laboratory services provided to clients of third-party addiction
treatment providers, addiction care treatment services for individuals in the criminal justice system and payments by third-party behavioral healthcare providers who
use our internet assets to serve potential patients who are seeking treatment. Non-client related revenue increased $0.4 million, or 21.0%, to $2.9 million for the three
months ended September 30, 2018 from $2.5 million for the three months ended September 30, 2017.
Provision for Doubtful Accounts
As a result of the adoption of Topic 606 as of January 1, 2018, substantially all of our adjustments related to bad debt will now be recorded as a direct
reduction to revenue as opposed to the provision for doubtful accounts included within operating expenses. The only activity that will be recorded in operating
expenses from 2018 forward will be bad debt related to specific customers that experience significant adverse changes in creditworthiness, such as bankruptcies.
Comparison of the Three Months Ended June 30, 2018 (Restated) to the Three Months Ended June 30, 2017 (Restated)
The following discussion sets forth the effects of the restatement on the affected line items within our previously reported interim Consolidated
Statements of Operations.
Client Related Revenue
Client related revenue increased $8.9 million, or 11.8%, to $84.6 million for the three months ended June 30, 2018 from $75.7 million for the three
months ended June 30, 2017. The increase in client related revenue was primarily due to a 9.8% increase in ADR from the three months ended June 30, 2018
compared to the three months ended June 30, 2017, as well as the full quarter benefit of revenue from AdCare, which was acquired on March 1, 2018.
Non-Client Related Revenue
Our non-client related revenue primarily consists of service charges for diagnostic laboratory services provided to clients of third-party addiction
treatment providers, addiction care treatment services for individuals in the criminal justice system and payments by third-party behavioral healthcare providers who
use our internet assets to serve potential patients who are seeking treatment. Non-client related revenue increased $1.1 million, or 47.8%, to $3.5 million for the three
months ended June 30, 2018 from $2.5 million for the three months ended June 30, 2017.
Provision for Doubtful Accounts
As a result of the adoption of Topic 606 as of January 1, 2018, substantially all of our adjustments related to bad debt will now be recorded as a direct
reduction to revenue as opposed to the provision for doubtful accounts included within operating expenses. The only activity that will be recorded in operating
expenses from 2018 forward will be bad debt related to specific customers that experience significant adverse changes in creditworthiness, such as bankruptcies.
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Comparison of the Three Months Ended March 31, 2018 (Restated) to the Three Months Ended March 31 , 2017 (Restated)
The following discussion sets forth the effects of the restatement on the affected line items within our previously reported interim Consolidated
Statements of Operations.
Client Related Revenue
Client related revenue increased $7.4 million, or 10.4%, to $78.6 million for the three months ended March 31, 2018 from $71.2 million for the three
months ended March 31, 2017. The increase in client related revenue was primarily due to a 5.0% increase in ADC and a 45.1% increase in ADR from the three
months ended March 31, 2018 compared to the three months ended March 31, 2017, as well as the benefit of revenue from AdCare, which was acquired on March 1,
2018.
Non-Client Related Revenue
Our non-client related revenue primarily consists of service charges for diagnostic laboratory services provided to clients of third-party addiction
treatment providers, addiction care treatment services for individuals in the criminal justice system and payments by third-party behavioral healthcare providers who
use our internet assets to serve potential patients who are seeking treatment. Non-client related revenue increased $0.7 million, or 40.5%, to $2.6 million for the three
months ended March 31, 2018 from $1.8 million for the three months ended March 31, 2017.
Provision for Doubtful Accounts
As a result of the adoption of Topic 606 as of January 1, 2018, substantially all of our adjustments related to bad debt will now be recorded as a direct reduction to
revenue as opposed to the provision for doubtful accounts included within operating expenses. The only activity that will be recorded in operating expenses from
2018 forward will be bad debt related to specific customers that experience significant adverse changes in creditworthiness, such as bankruptcies.
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S IGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.
AAC Holdings, Inc.
By:

/s/ Michael T. Cartwright
Michael T. Cartwright
Chairman and Chief Executive Officer

Dated: April 12, 2019
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the dates indicated.
Signature

Title

Date

/s/ Michael T. Cartwright
Michael T. Cartwright

Chairman and Chief Executive Officer
(Principal Executive Officer)

April 12, 2019

/s/ Andrew W. McWilliams
Andrew W. McWilliams

Chief Financial Officer
(Principal Financial and Accounting Officer)

April 12, 2019

/s/ Darrell S. Freeman, Sr.
Darrell S. Freeman, Sr.

Lead Independent Director

April 12, 2019

/s/ Michael J. Blackburn
Michael J. Blackburn

Director

April 12, 2019

/s/ Jerry D. Bostelman
Jerry D. Bostelman

Director

April 12, 2019

/s/ Lucius E. Burch, III
Lucius E. Burch, III

Director

April 12, 2019

/s/ W. Larry Cash
W. Larry Cash

Director

April 12, 2019

/s/ David W. Hillis
David W. Hillis

Director

April 12, 2019

/s/ David C. Kloeppel
David C. Kloeppel

Director

April 12, 2019
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CREDIT AGREEMENT, dated as of March 8, 2019 (as amended, restated, supplemented or otherwise modified from time to time, this “ Agreement ”),
among AAC HOLDINGS, INC., a Nevada corporation (the “ Borrower ”), the Lenders (such term and each other capitalized term used but not defined in this
preamble having the meaning given to it in Article I) party hereto and CREDIT SUISSE AG (“ Credit Suisse ”), as administrative agent for the Lenders (in such
capacity, including any successor thereto, the “ Administrative Agent ”) and as collateral agent for the Secured Parties (in such capacity, including any successor
thereto, the “ Collateral Agent ”).
The Borrower has requested the Lenders to extend credit in the form of Term Loans on the Closing Date, in an aggregate principal amount equal to
$30,000,000. The proceeds of the Term Loans shall be used solely (i) to pay the Transaction Costs and (ii) for other general corporate purposes in accordance with
Section 5.08.
The Lenders are willing to extend such credit to the Borrower on the terms and subject to the conditions set forth herein. Accordingly, the parties hereto
hereby agree as follows:

ARTICLE I
Definitions
SECTION 1.01 Defined Terms . As used in this Agreement, the following terms shall have the meanings specified below:
“ ABR ”, when used in reference to any Loan or Borrowing, shall refer to whether such Loan, or the Loans comprising such Borrowing, are bearing interest
at a rate determined by reference to the Alternate Base Rate.
“ Adjusted LIBO Rate ” shall mean, with respect to any Eurodollar Borrowing for any Interest Period, an interest rate per annum equal to the greater of
(a) in the case of Term Loans, 1.00% and (b) the product of (i) the LIBO Rate in effect for such Interest Period and (ii) Statutory Reserves.
“ Administrative Agent ” shall have the meaning assigned to such term in the preamble.
“ Administrative Agent Fees ” shall have the meaning assigned to such term in Section 2.05(b).
“Administrative Questionnaire ” shall mean an Administrative Questionnaire in the form of Exhibit A, or such other form as may be supplied from time to
time by the Administrative Agent.
“ Affiliate ” shall mean, when used with respect to a specified Person, another Person that directly, or indirectly through one or more intermediaries,
Controls or is Controlled by or is under common Control with the Person specified; provided that, for purposes of the definition of “Eligible Assignee” and
Section 6.07, the term “Affiliate” shall also include (i) any Person that directly or indirectly owns 10% or more of any class of Equity Interests of the Person
specified and (ii) any Controlled Physician Affiliate.
“ Affiliate Subordination Agreement ” shall mean an Affiliate Subordination Agreement in the form of Exhibit F pursuant to which intercompany
obligations and advances owed by any Loan Party are subordinated to the Obligations.

“ Agency Fee Letter ” shall mean the Agency Fee Letter, dated as of March 8, 2019, between the Borrower and Credit Suisse, as amended, restated,
supplemented or otherwise modified from time to time.
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“ Agents ” shall have the meaning assigned to such term in Article VIII.
“ Agreement ” shall have the meaning assigned to such term in the preamble.
“ Agreement Value ” shall mean, for each Hedging Agreement, at the applicable time, the maximum aggregate amount (giving effect to any netting
agreements) that the Borrower or any Subsidiary would be required to pay if such Hedging Agreement were terminated at such time.
“ All-In Yield ” shall mean, with respect to any Indebtedness, the amount (as reasonably determined by the Administrative Agent) equal to the sum of
(a) the margin above the Adjusted LIBO Rate applicable to such Indebtedness (which shall be increased by the amount by which any “LIBOR floor” applicable to
such Indebtedness at the applicable time exceeds the Adjusted LIBO Rate at such time), plus (b) the quotient obtained by dividing (i) the amount of any upfront fees
on such Indebtedness by (ii) the lesser of (x) the Weighted Average Life to Maturity and (y) four; provided that “All-In Yield” shall not include structuring fees,
underwriting fees, commitment fees, arranger fees and any fees not paid to all providers of such Indebtedness pro rata.
“ Alternate Base Rate ” shall mean, for any day, a rate per annum equal to the greatest of (a) the Prime Rate in effect on such day, (b) the Federal Funds
Effective Rate in effect on such day plus 1/2 of 1.00%, and (c) the Adjusted LIBO Rate applicable for an Interest Period of one month commencing on such day (or
if such day is not a Business Day, the immediately preceding Business Day) plus 1.00%; provided that, solely for purposes of determining the Adjusted LIBO Rate
for purposes of the foregoing, the Adjusted LIBO Rate for any day shall be based on the rate set forth on such day at approximately 11:00 a.m. (London time) by
reference to the ICE Benchmark Administration Interest Settlement Rates for deposits in Dollars (as set forth by any service selected by the Administrative Agent
that has been nominated by the ICE Benchmark Administration Limited (or any Person who takes over the administration of such rate) as an authorized vendor for
the purpose of displaying such rates) (“ ICE LIBOR ”) as published by Reuters (or such other commercially available source providing quotations of ICE LIBOR as
may be designated by the Administrative Agent from time to time). If the Administrative Agent shall have determined (which determination shall be conclusive
absent manifest error) that it is unable to ascertain the Federal Funds Effective Rate or the Adjusted LIBO Rate, as the case may be, for any reason, including the
inability or failure of the Administrative Agent to obtain sufficient quotations in accordance with the terms of the respective definitions thereof, the Alternate Base
Rate shall be determined without regard to clause (b) or (c), as applicable, of the preceding sentence until the circumstances giving rise to such inability no longer
exist. Any change in the Alternate Base Rate due to a change in the Prime Rate, the Federal Funds Effective Rate or the Adjusted LIBO Rate shall be effective as of
the opening of business on the effective day of such change in the Prime Rate, the Federal Funds Effective Rate or the Adjusted LIBO Rate, as the case may be.
“ Amendment and Waiver No. 1 ” shall mean Amendment and Waiver No. 1, dated as of March 8, 2019, by and among the Loan Parties, Credit Suisse, as
administrative agent, and the lenders party thereto, which shall, among other things, permit the incurrence by the Loan Parties of the Obligations and the Liens on the
Collateral securing the Obligations and effectuate other amendments to the Existing Credit Agreement (as in effect immediately prior to the Closing Date).
“ Applicable Margin ” shall mean, for any day, (a) with respect to any Eurodollar Term Loan, 11.00% per annum and (y) with respect to any ABR Term
Loan, 10.00% per annum.
“ Approved Budget ” shall mean the Initial Budget at all times until superseded by an Updated Budget, subject to the approval rights of the Required
Lenders set forth in Section 5.18(a).
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“ Asset Sale ” shall mean the sale, transfer or other disposition (by way of merger, casualty, condemnation or otherwise) by the Borrower or any of the
Subsidiaries to any Person other than the Borrower or any Subsidiary Guarantor of (a) any Equity Interests of any of the Subsidiaries (other than directors’ qualifying
shares) or (b) any other assets of the Borrower or any of the Subsidiaries (other than (i) inventory, damaged, obsolete or worn out assets, scrap and Permitted
Investments, in each case disposed of in the ordinary course of business, (ii) any lease or sub-lease of any real property or personal property, in each case in the
ordinary course of business, (iii) any license or sublicense of intellectual property of the Borrower or any Subsidiary, in each case in the ordinary course of business,
(iv) any sale, transfer or other disposition constituting the abandonment of intellectual property rights that, in the reasonable good faith determination of the
Borrower, are not material to the conduct of the business of the Borrower and the Subsidiaries, in each case in the ordinary course of business, (v) any sale, transfer
or other disposition consisting of the granting of Liens permitted by Section 6.02 and (vi) (A) any sale, transfer or other disposition consummated prior to the
Closing Date, (B) for the fiscal year ending December 31, 2019, any sale, transfer or other disposition or series of related sales, transfers or other dispositions having
a value not in excess of $100,000 individually or $500,000 in the aggregate for all such sales, transfers and other dispositions and (C) for the fiscal year ending
December 31, 2020 and each fiscal year ending thereafter, any sale, transfer or other disposition or series of related sales, transfers or other dispositions having a
value not in excess of $1,000,000 per fiscal year.
“ Assignment and Acceptance ” shall mean an assignment and acceptance entered into by a Lender and an Eligible Assignee, and accepted by the
Administrative Agent, in the form of Exhibit B or such other form as shall be approved by the Administrative Agent.
“ Attributable Indebtedness ” shall mean, when used with respect to any Sale and Leaseback Transaction permitted by Section 6.03, as at the time of
determination, the present value (discounted at a rate equivalent to Borrower’s then-current weighted average cost of funds for borrowed money as at the time of
determination, compounded on a semi-annual basis) of the total obligations of the lessee for rental payments during the remaining term of the lease included in any
such Sale and Leaseback Transaction.
“ Auction Procedures ” shall mean the auction procedures with respect to Dutch Auctions reasonably satisfactory to the Borrower and the Administrative
Agent.
“ Available Liquidity ” shall mean, at any time, the sum of (a) (i) the aggregate amount of all Revolving Credit Commitments outstanding at such time,
minus (ii) the aggregate amount of L/C Disbursements at such time, minus (iii) the aggregate amount of all Revolving Loans outstanding at such time, plus (b) the
aggregate amount of unrestricted cash and Permitted Investments of the Borrower and its Subsidiaries at such time. Each defined term used in this definition but that
is not defined in this Agreement has the meaning assigned thereto in the Existing Credit Agreement as in effect on the date hereof.
“ Backstop Lenders ” shall mean Brightwood Capital Advisors, LLC, HG Vora Capital Management, LLC, Main Street Capital Corporation, CQS (UK)
LLP, Capital Southwest Corporation and I-45 SPV LLC and each of their respective Related Funds.
“ Bail-In Action ” shall mean the exercise of any Write-Down and Conversion Powers by the applicable EEA Resolution Authority in respect of any
liability of an EEA Financial Institution.
“ Bail-In Legislation ” shall mean, with respect to any EEA Member Country implementing Article 55 of Directive 2014/59/EU of the European Parliament
and of the Council of the European Union, the implementing law for such EEA Member Country from time to time which is described in the EU Bail-In Legislation
Schedule.
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“ Beneficial Ownership Regulation ” shall mean 31 C.F.R. § 1010.230.
“ Board ” shall mean the Board of Governors of the Federal Reserve System of the United States of America.
“ Borrower ” shall have the meaning assigned to such term in the preamble.

“ Borrower Materials ” shall have the meaning assigned to such term in Section 9.01.
“ Borrowing ” shall mean Loans of the same Class and Type made, converted or continued on the same date and, in the case of Eurodollar Loans, as to
which a single Interest Period is in effect.
“ Borrowing Request ” shall mean a request by the Borrower in accordance with the terms of Section 2.03 and substantially in the form of Exhibit C, or
such other form as shall be approved by the Administrative Agent.
“ Breakage Event ” shall have the meaning assigned to such term in Section 2.16.
“ Business Day ” shall mean any day other than a Saturday, Sunday or day on which banks in New York City are authorized or required by law to close;
provided, however , that when used in connection with a Eurodollar Loan or an ABR Loan based on the Adjusted LIBO Rate, the term “Business Day” shall also
exclude any day on which banks are not open for dealings in Dollar deposits in the London interbank market.
“ Capital Expenditures ” shall mean, for any period, the additions to property, plant and equipment and other capital expenditures of the Borrower and its
consolidated Subsidiaries that are (or should be) set forth in a consolidated statement of cash flows of the Borrower for such period prepared in accordance with
GAAP, but excluding in each case any such expenditure made to restore, replace or rebuild property to the condition of such property immediately prior to any
damage, loss, destruction or condemnation of such property, to the extent such expenditure is made with insurance proceeds, condemnation awards or damage
recovery proceeds relating to any such damage, loss, destruction or condemnation.
“ Capital Lease Obligations ” of any Person shall mean the obligations of such Person to pay rent or other amounts under any lease of (or other arrangement
conveying the right to use) real or personal property, or a combination thereof, which obligations are required to be classified and accounted for as capital leases on a
balance sheet of such Person under GAAP, and the amount of such obligations shall be the capitalized amount thereof determined in accordance with GAAP.
A “ Change in Control ” shall mean any event or series of events by which:
(a) a “person” or “group” (as such terms are used in Section 13(d) and 14(d) of the Securities Exchange Act of 1934, but excluding any employee benefit
plan of such person or its subsidiaries, and any person or entity acting in its capacity as trustee, agent or other fiduciary or administrator of any such plan) becomes
the “beneficial owner” (as defined in Rules 13d-3 and 13d-5 under the Securities Exchange Act of 1934, except that a person or group shall be deemed to have
“beneficial ownership” of all securities that such person or group has the right to acquire, whether such right is exercisable immediately or only after the passage of
time (such right, an “option right”)), directly or indirectly, of thirty-five percent (35%) or more of the Equity Interests of the Borrower entitled to vote for members
of the board of directors or equivalent governing body of the Borrower on a fully-diluted basis (and taking into account all such securities that such “person” or
“group” has the right to acquire pursuant to any option right); or
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(b) during any period of twenty-four (24) consecutive months, a majority of the members of the board of directors or other equivalent governing body of the
Borrower cease to be composed of individuals (i) who were members of that board or equivalent governing body on the first day of such period, (ii) whose election
or nomination to that board or equivalent governing body was approved by individuals referred to in clause (i) above constituting at the time of such election or
nomination at least a majority of that board or equivalent governing body or (iii) whose election or nomination to that board or other equivalent governing body was
approved by individuals referred to in clauses (i) and (ii) above constituting at the time of such election or nomination at least a majority of that board or equivalent
governing body.
“ Change in Law ” shall mean (a) the adoption of any law, rule or regulation after the date of this Agreement, (b) any change in any law, rule or regulation
or in the interpretation or application thereof by any Governmental Authority after the date of this Agreement or (c) compliance by any Lender (or, for purposes of
Section 2.14, by any lending office of such Lender or by such Lender’s holding company, if any) with any request, guideline or directive

(whether or not having the force of law) of any Governmental Authority made or issued after the date of this Agreement; provided that notwithstanding anything
herein to the contrary, (x) the Dodd-Frank Wall Street Reform and Consumer Protection Act and all requests, rules, guidelines or directives thereunder or issued in
connection therewith and (y) all requests, rules, guidelines or directives promulgated by the Bank for International Settlements, the Basel Committee on Banking
Supervision (or any successor or similar authority) or the United States or foreign regulatory authorities, in each case pursuant to Basel III, shall in each case be
deemed to be a “Change in Law”, regardless of the date enacted, adopted or issued.
“ Charges ” shall have the meaning assigned to such term in Section 9.09.
“ Class ,” when used in reference to any Loan or Borrowing, shall refer to whether such Loan, or the Loans comprising such Borrowing, are Term Loans or
Other Term Loans and, when used in reference to any Commitment, refers to whether such Commitment is a Term Loan Commitment or Incremental Term Loan
Commitment in respect of any Other Term Loan.
“ Closing Date ” shall mean the date on which the conditions set forth in Section 4.02 shall have been satisfied or waived, which date is March 8, 2019.
“ Closing Fee ” shall have the meaning assigned to such term in Section 2.05(d).
“ Code ” shall mean the Internal Revenue Code of 1986, as amended from time to time.
“ Collateral ” shall mean all the “Collateral” as defined in any Security Document and shall also include the Mortgaged Properties.
“ Collateral Agent ” shall have the meaning assigned to such term in the preamble.
“ Commitment ” shall mean, with respect to any Lender, such Lender’s Term Loan Commitment or Incremental Term Loan Commitment or commitment to
make any Extended Term Loans, as the case may be.
“ Communications ” shall have the meaning assigned to such term in Section 9.01.
“ Compliance Certificate ” shall mean a certificate of a Financial Officer substantially in the form of Exhibit G.
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“ Consolidated EBITDA ” shall mean, for any period, Consolidated Net Income for such period plus (a) without duplication and to the extent deducted in
determining such Consolidated Net Income, the sum of (i) Consolidated Interest Expense for such period, (ii) consolidated income tax expense for such period
(including any franchise taxes imposed in lieu of income taxes and any income taxes), (iii) all amounts attributable to depreciation and amortization for such period,
(iv) any non-cash charges, expenses or losses (including, but not limited to, impairment of goodwill or other intangible assets and exchange rate losses) of the
Borrower or any of its Subsidiaries for such period (excluding any such charges, expenses or losses incurred that constitutes an accrual of or a reserve for cash
charges for any future period); provided that this clause (iv) shall not include any write-downs or write-offs of, or reserves in respect of, of accounts receivable
and/or similar add backs in reliance on this clause (iv) or in reliance on any other clauses in this paragraph (a), (v) any extraordinary, unusual, or non-recurring cash
charges or expenses for such period (including without limitation, severance, retention bonuses or other similar one time compensation payments made to employees
of the Borrower or any of its Subsidiaries) not to exceed $2,500,000, (vi) deferred compensation, stock-option or employee benefits-based and other equity-based
compensation expenses for such period, (vii) [reserved], (viii) fees, costs and expenses in connection with any Investment, asset disposition (including any Asset
Sale), issuance of Equity Interests or issuance, modification or refinancing of any Indebtedness for such period, in each case to the extent permitted under this
Agreement and whether or not such transaction shall have been consummated, (ix) [reserved], (x) unrealized losses in respect of Obligations under Hedging
Agreements for such period, (xi) any losses or expenses from discontinued operations or incurred in connection with the disposal of discontinued operations in
accordance with GAAP for such period (or if

not in accordance with GAAP as otherwise reasonably acceptable to the Administrative Agent), (xii) non-cash charges or amounts recorded in connection with
purchase accounting under FASB Accounting Standards Codification Topic 805 (ASC 805), Business Combinations for such period, (xiii) non-cash purchase
accounting adjustments relating to the writedown of deferred revenue (whether billed or unbilled) that are the result of accounting for any acquisition for such
period, (xiv) the cumulative effect of a change in accounting principles to the extent permitted by Section 1.02(b) for such period, (xv) any expenses in connection
with any litigation or claim involving the Borrower or its Subsidiaries for such period, (xvi) debt discount and debt issuance costs, fees, charges and commissions, in
each case incurred in connection with Indebtedness permitted to be incurred under Section 6.01 (whether or not such Indebtedness has been incurred) for such
period, (xvii) any losses or expenses incurred by the Borrower or its Subsidiaries in connection with establishing new or materially expanding existing Healthcare
Facilities for a period of 6 months prior to the new establishment or material expansion of such Healthcare Facilities and continuing for 12 months after the new
establishment or completed material expansion of such Healthcare Facilities, as reasonably determined in good faith by the Borrower, for such period, in an
aggregate amount not to exceed, together with any add backs made pursuant to the succeeding clause (xviii), 10% of Consolidated EBITDA for the period of four
consecutive fiscal quarters most recently ended prior to the determination date (without giving effect to any adjustments pursuant to this clause (xvii) and the
succeeding clause (xviii)), and (xviii) the amount of net cost savings, operating expense reductions and other operating improvements projected by the Borrower in
good faith to be realized during such period (calculated on a pro forma basis as though such items had been realized on the first day of such period) as a result of
actions taken or to be taken in connection with any acquisition, disposition or restructuring by the Borrower or any Subsidiary, net of the amount of actual benefits
realized during such period that are otherwise included in the calculation of Consolidated EBITDA from such actions, provided that (A) a duly completed certificate
signed by a Financial Officer of the Borrower shall be delivered to the Administrative Agent together with the Compliance Certificate required to be delivered
pursuant to Section 5.04(c), certifying that (x) such cost savings and operating expense reductions are reasonably expected and factually supportable as determined
in good faith by the Borrower, and (y) such actions are to be taken within 12 months after the consummation of the acquisition, disposition or restructuring, which is
expected to result in such cost savings or expense reductions, (B) no cost savings and operating expense reductions shall be added pursuant to this clause (xviii) to
the extent duplicative of any losses, expenses or charges otherwise added to Consolidated EBITDA, whether through a pro forma adjustment or otherwise, for such
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period, (C) projected amounts (and not yet realized) may no longer be added in calculating Consolidated EBITDA pursuant to this clause (xviii) to the extent
occurring more than four full fiscal quarters after the specified action taken in order to realize such projected cost savings and operating expense reductions and
(D) the aggregate amount of add backs made pursuant to the foregoing clause (xvii) and this clause (xviii) shall not exceed 10% of Consolidated EBITDA for the
period of four consecutive fiscal quarters most recently ended prior to the determination date (without giving effect to any adjustments pursuant to the foregoing
clause (xvii) and this clause (xviii)), and minus (b) without duplication (i) to the extent included in determining such Consolidated Net Income, any extraordinary,
unusual, or non-recurring cash gains and all non-cash items of income for such period, all determined on a consolidated basis in accordance with GAAP,
(ii) unrealized gains in respect of Obligations under Hedging Agreements for such period and (iii) any gain from discontinued operations or any gain incurred in
connection with the disposal of discontinued operations in accordance with GAAP for such period (or if not in accordance with GAAP as otherwise reasonably
acceptable to the Administrative Agent); provided that, in each case, for any period the Consolidated EBITDA of any Person or line of business sold or otherwise
disposed of by the Borrower or any Subsidiary during such period shall be excluded for such period (assuming the consummation of such sale or other disposition
and the repayment of any Indebtedness in connection therewith occurred as of the first day of such period).
“ Consolidated Interest Expense ” shall mean, for any period, the sum of (a) the interest expense (including imputed interest expense in respect of Capital
Lease Obligations and Synthetic Lease Obligations) of the Borrower and the Subsidiaries for such period, determined on a consolidated basis in accordance with
GAAP (including, for the avoidance of doubt, (i) any amounts of premium or penalty payable in connection with the payment of make-whole amounts or other
prepayment premiums payable in connection with any Indebtedness of the Borrower or any of its Subsidiaries, and (ii) all commissions, discounts and other fees and
charges owed in respect of interest rates to the extent such net costs are allocable to such period in accordance with GAAP), plus (b) any interest accrued during

such period in respect of Indebtedness of the Borrower or any Subsidiary that is required to be capitalized rather than included in consolidated interest expense for
such period in accordance with GAAP. For purposes of the foregoing, interest expense shall be determined after giving effect to any net payments made or received
by the Borrower or any Subsidiary with respect to interest rate Hedging Agreements.
“ Consolidated Net Income ” shall mean, for any period, the net income or loss of the Borrower and the Subsidiaries for such period determined on a
consolidated basis in accordance with GAAP; provided that there shall be excluded (a) the income of any Subsidiary to the extent that the declaration or payment of
dividends or similar distributions by the Subsidiary of that income is not at the time permitted by operation of the terms of its charter or any agreement, instrument,
judgment, decree, statute, rule or governmental regulation applicable to such Subsidiary except that (x) the Borrower’s equity in any net loss of any such Subsidiary
for such period shall be included in determining Consolidated Net Income and (y) the net income of any Controlled Physician Affiliate shall be included in the
determination of Consolidated Net Income for any period to the extent that any Loan Party has received cash payments under the management agreement with such
Controlled Physician Affiliate during such period, (b) the income or loss of any Person accrued prior to the date it becomes a Subsidiary or is merged into or
consolidated with the Borrower or any Subsidiary or the date that such Person’s assets are acquired by the Borrower or any Subsidiary, (c) the income of any Person
in which any other Person (other than the Borrower or a Wholly-Owned Subsidiary or any director holding qualifying shares in accordance with applicable law) has
a joint interest, except to the extent of the amount of dividends or other distributions actually paid to the Borrower or a Wholly-Owned Subsidiary by such Person
during such period, and (d) any gains attributable to sales of assets out of the ordinary course of business.
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“ Contractual Obligation ” shall mean, as to any Person, any provision of any security issued by such Person or of any agreement, instrument or other
undertaking to which such Person is a party or by which it or any of its assets or properties is bound.
“ Control ” shall mean the possession, directly or indirectly, of the power to direct or cause the direction of the management or policies of a Person, whether
through the ownership of Voting Equity Interests, by contract or otherwise (including any member of the senior management group of any such Person), and the
terms “ Controlling ” and “ Controlled ” shall have meanings correlative thereto.
“ Controlled Physician Affiliate ” shall mean any Person comprised of or constituting a physician group or healthcare practice in the business of providing
health care services through employed or contracted health care professionals (a) as to which the Borrower or any Wholly-Owned Subsidiary has the option to
require a transfer of all of the Voting Equity Interests of such group or practice to itself or a nominee, (b) with which the Borrower or any Wholly-Owned Subsidiary
has a long-term business agreement to provide management services to such group or practice and (c) the Voting Equity Interests of which cannot, pursuant to
applicable Laws, or should not, in the reasonable good faith determination of the Borrower, be owned by the Borrower or any Wholly-Owned Subsidiary.
“ Credit Event ” shall have the meaning assigned to such term in Section 4.01.
“ Credit Facility ” shall mean the term loan facility provided for by this Agreement.
“ Credit Suisse ” shall have the meaning assigned to such term in the preamble.
“ Cure Amount ” shall have the meaning assigned to such term in Section 7.02(a).
“ Cure Right ” shall have the meaning assigned to such term in Section 7.02(a).
“ Currency Agreement ” means any foreign exchange contract, currency swap agreement, futures contract, option contract, synthetic cap or other similar
agreement or arrangement, each of which is for the purpose of hedging the foreign currency risk associated with the Borrower’s and its Subsidiaries’ operations and
not for speculative purposes.

“ Current Assets ” shall mean, at any time, the consolidated current assets (other than cash and Permitted Investments) of the Borrower and the Subsidiaries
determined in accordance with GAAP.
“ Current Liabilities ” shall mean, at any time, the consolidated current liabilities of the Borrower and the Subsidiaries at such time determined in
accordance with GAAP, but excluding, without duplication, (a) the current portion of any long-term Indebtedness and (b) outstanding Revolving Loans.
“ Debtor Relief Laws ” shall mean the Bankruptcy Code of the United States of America, and all other liquidation, conservatorship, bankruptcy, assignment
for the benefit of creditors, moratorium, rearrangement, receivership, insolvency, reorganization, or similar debtor relief Laws of the United States or other
applicable jurisdictions from time to time in effect.
“ Default ” shall mean any event or condition which upon notice, lapse of time or both would constitute an Event of Default.
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“ Defaulting Lender ” shall mean, subject to Section 2.24(b), any Lender that (a) has failed to (i) fund all or any portion of its Loans within two Business
Days of the date such Loans were required to be funded hereunder unless such Lender notifies the Administrative Agent and the Borrower in writing that such
failure is the result of such Lender’s determination that one or more conditions precedent to funding (each of which conditions precedent, together with any
applicable default, shall be specifically identified in such writing) has not been satisfied, or (ii) pay to the Administrative Agent or any other Lender any other
amount required to be paid by it hereunder within two Business Days of the date when due, (b) has notified the Borrower or the Administrative Agent in writing that
it does not intend to comply with its funding obligations hereunder, or has made a public statement to that effect (unless such writing or public statement relates to
such Lenders’ obligation to fund a Loan hereunder and states that such position is based on such Lender’s determination that a condition precedent to funding (which
condition precedent, together with any applicable default, shall be specifically identified in such writing or public statement) cannot be satisfied), (c) has failed,
within three Business Days after written request by the Administrative Agent or the Borrower, to confirm in writing to the Administrative Agent and the Borrower
that it will comply with its prospective funding obligations hereunder (provided that such Lender shall cease to be a Defaulting Lender pursuant to this clause
(c) upon receipt of such written confirmation by the Administrative Agent and the Borrower), (d) has become the subject of a Bail-In Action or (e) has, or has a
direct or indirect parent company that has, (i) become the subject of a proceeding under any Debtor Relief Law, or (ii) had appointed for it a receiver, custodian,
conservator, trustee, administrator, assignee for the benefit of creditors or similar Person charged with reorganization or liquidation of its business or assets,
including the Federal Deposit Insurance Corporation or any other state or Federal regulatory authority acting in such a capacity; provided that a Lender shall not be a
Defaulting Lender solely by virtue of the ownership or acquisition of any equity interest in that Lender or any direct or indirect parent company thereof by a
Governmental Authority so long as such ownership interest does not result in or provide such Lender with immunity from the jurisdiction of courts within the United
States or from the enforcement of judgments or writs of attachment on its assets or permit such Lender (or such Governmental Authority) to reject, repudiate,
disavow or disaffirm any contracts or agreements made with such Lender. Any determination by the Administrative Agent that a Lender is a Defaulting Lender
under clauses (a) through (e) above shall be conclusive and binding absent manifest error, and such Lender shall be deemed to be a Defaulting Lender (subject to
Section 2.24(b)) upon delivery of written notice of such determination to the Borrower and each Lender.
“ Designated Jurisdiction ” shall mean any country or territory to the extent that such country or territory is the subject of any Sanctions.
“ Discount ” shall have the meaning assigned to such term in Section 2.23(b).
“ Disqualified Institution ” shall mean (a) any Person identified by name in writing to the Arrangers by the Borrower prior to the Closing Date, (b) any
competitor of the Borrower and its Subsidiaries identified by name in writing to the Administrative Agent and the Lenders from time to time after the Closing Date
by the Borrower and (c) any clearly and reasonably identifiable Affiliate of any Person referred to in clauses (i) or (ii) above solely on the basis of such Affiliate’s
name; provided that a Disqualified Institution shall not include any bona fide fixed income

investor, debt fund, investment vehicle or lending entity that is primarily engaged in, or that advises investors, funds, investment vehicles or other lending entities
that are engaged in, making, purchasing, holding or otherwise investing in commercial loans, bonds or similar extensions of credit or securities in the ordinary course
and with respect to which a Disqualified Institution does not, directly or indirectly, possess the power to direct or cause the direction of the investment policies of
such entity; provided, further , that no Disqualified Institution may become a Lender or otherwise participate in the Credit Facility without consent of the Borrower;
provided, further , that any Disqualified Institution identified from time to time after the Closing Date shall not apply retroactively to disqualify any party that has
previously acquired an assignment or participation interest in the Credit Facility; provided, further , that the parties hereto hereby understand and agree that the
Administrative Agent shall not be responsible or have any liability for, or have any duty to ascertain, inquire into, monitor or enforce, compliance with the provisions
hereof relating to any Disqualified Institution.
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“ Disqualified Stock ” shall mean any Equity Interest that, by its terms (or by the terms of any security into which it is convertible or for which it is
exchangeable), or upon the happening of any event, (a) matures (excluding any maturity as the result of an optional redemption by the issuer thereof) or is
mandatorily redeemable, pursuant to a sinking fund obligation or otherwise, or is redeemable at the option of the holder thereof (other than solely for Equity Interests
which are common equity interests or otherwise not Disqualified Stock), in whole or in part, or requires the payment of any cash dividend or any other scheduled
payment constituting a return of capital, in each case at any time on or prior to the ninety-first day after the later of the Term Loan Maturity Date and the Incremental
Term Loan Maturity Date as in effect at the time such Equity Interest is issued, or (b) is convertible into or exchangeable (unless at the sole option of the issuer
thereof) for (i) debt securities or (ii) any Equity Interest referred to in clause (a) above, in each case at any time prior to the first anniversary of the later of the Term
Loan Maturity Date and the Incremental Term Loan Maturity Date as in effect at the time such Equity Interest is issued.
“ Dollars ” or “ $ ” shall mean lawful money of the United States of America.
“ Dutch Auction ” shall mean an auction conducted by the Borrower or any Subsidiary in order to purchase Term Loans as contemplated by Section 9.04(l),
as applicable, in accordance with the Auction Procedures.
“ EEA Financial Institution ” shall mean (a) any credit institution or investment firm established in any EEA Member Country which is subject to the
supervision of an EEA Resolution Authority, (b) any entity established in an EEA Member Country which is a parent of an institution described in clause (a) of this
definition or (c) any financial institution established in an EEA Member Country which is a subsidiary of an institution described in clause (a) or (b) of this
definition and is subject to consolidated supervision with its parent;
“ EEA Member Country ” shall mean any of the member states of the European Union, Iceland, Liechtenstein, Norway and the United Kingdom.
“ EEA Resolution Authority ” shall mean any public administrative authority or any person entrusted with public administrative authority of any EEA
Member Country (including any delegee) having responsibility for the resolution of any EEA Financial Institution.
“ ECF Percentage ” shall mean, with respect to the prepayment required by Section 2.13(c) with respect to any fiscal year, if the Senior Secured Leverage
Ratio as of the end of such fiscal year was (a) greater than 3.25:1.00, 75%, (b) equal to or less than 3.25:1.00 but greater than 2.75:1.00, 50% and (c) equal to or less
than 2.75:1.00, 25%.
“ Eligible Assignee ” shall mean (a) a Lender, (b) an Affiliate of a Lender, (c) a Related Fund of a Lender and (d) any other Person (other than a natural
person) approved by (x) the Administrative Agent and (y) except with respect to assignments when an Event of Default has occurred and is continuing or during the
primary syndication of the Commitments and Loans to Persons identified to the Borrower prior to the Closing Date, the Borrower (each such approval not to be
unreasonably withheld, conditioned or delayed); provided that the Borrower shall be deemed to have consented to any proposed Eligible Assignee unless it shall
object thereto by written notice to the Administrative Agent within five Business Days after having received written notice thereof; provided, further , that
notwithstanding the foregoing, “Eligible Assignee” shall not include (i) the Borrower or any of the Borrower’s

Affiliates (it being understood and agreed that assignments to the Borrower or a Subsidiary may be made pursuant to Section 9.04(l)), (ii) any Defaulting Lender or
(iii) any Disqualified Institution.
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“ Environmental Laws ” shall mean all applicable Federal, state, local and foreign laws (including common law), treaties, regulations, rules, ordinances,
codes, decrees, judgments, directives and orders (including consent orders), in each case, relating to (a) protection of the environment or natural resources, (b) the
presence, Release of, or exposure to Hazardous Materials, or (c) the generation, manufacture, processing, distribution, use, treatment, storage, transport, recycling or
handling of, or the arrangement for such activities with respect to, or the exposure to, Hazardous Materials.
“ Environmental Liability ” shall mean all liabilities, obligations, damages, losses, claims, actions, suits, judgments, orders, fines, penalties, fees, expenses
and costs (including administrative oversight costs, natural resource damages and remediation costs), whether contingent or otherwise, arising out of or relating to
(a) compliance or non-compliance with any Environmental Law, (b) the generation, use, handling, transportation, storage, treatment or disposal of any Hazardous
Materials, (c) exposure to any Hazardous Materials, (d) the Release of any Hazardous Materials or (e) any contract, agreement or other consensual arrangement
pursuant to which liability is assumed or imposed with respect to any of the foregoing.
“ Equity Interests ” shall mean shares of capital stock, partnership interests, membership interests in a limited liability company, beneficial interests in a
trust or other equity interests in any Person, and any option, warrant or other right entitling the holder thereof to purchase or otherwise acquire any such equity
interest.
“ Equity Issuance ” shall mean any issuance or sale by the Borrower or any of its subsidiaries of any Equity Interests of the Borrower or any such
subsidiary, as applicable, except in each case for (a) any issuance or sale to the Borrower or any Subsidiary, (b) any issuance of directors’ qualifying shares and
(c) sales or issuances of common stock of the Borrower to management or employees of the Borrower or any Subsidiary under any employee stock option or stock
purchase plan or employee benefit plan in existence from time to time, in each case within 270 days after such issuance or sale by the Borrower or any of its
subsidiaries of any Equity Interests of the Borrower or any such subsidiary.
“ ERISA ” shall mean the Employee Retirement Income Security Act of 1974, as the same may be amended from time to time, the regulations promulgated
thereunder and any successor statute.
“ ERISA Affiliate ” shall mean any trade or business (whether or not incorporated) that, together with the Borrower, is treated as a single employer under
Section 414(b), 414(c), 414(m) or 414(o) of the Code.
“ ERISA Event ” shall mean (a) the occurrence of any “reportable event” as defined in Section 4043 of ERISA or the regulations issued thereunder, with
respect to a Plan (other than an event for which the 30-day notice period is waived), (b) the failure by any Plan to meet the minimum funding standard of Sections
412 and 430 of the Code or Section 302 and 303 of ERISA, in each case, whether or not waived, (c) the filing pursuant to Section 412(c) of the Code or
Section 302(c) of ERISA of an application for a waiver of the minimum funding standard with respect to any Plan, (d) the incurrence by the Borrower or any of its
ERISA Affiliates of any liability under Title IV of ERISA with respect to the termination of any Plan or the withdrawal or partial withdrawal of the Borrower or any
of its ERISA Affiliates from any Multiemployer Plan, (e) a determination that any Plan is, or is expected to be, in “at risk” status (as defined in Section 430 of the
Code or Section 303 of ERISA), (f) the receipt by the Borrower or any of its ERISA Affiliates from the PBGC or a plan administrator of any notice relating to the
intention to terminate any Plan or Plans or to appoint a trustee to administer any Plan under Sections 4041 and 4042 of ERISA, respectively, (g) a determination that
any Multiemployer Plan is, or is expected to be, in “critical” or “endangered” status under Section 432 of the Code or Section 305 of ERISA, (h) the adoption of any
amendment to a Plan that would require the provision of security pursuant to Section 436(f) of the Code, (i) the receipt by the Borrower or any of its ERISA
Affiliates of any notice, or the receipt by any
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Multiemployer Plan from the Borrower or any of its ERISA Affiliates of any notice, concerning the imposition of Withdrawal Liability or a determination that a
Multiemployer Plan is, or is expected to be, insolvent, within the meaning of Section 4245 of ERISA, respectively, (j) the occurrence of a “prohibited transaction”
with respect to which the Borrower or any of the Subsidiaries is a “disqualified person” (within the meaning of Section 4975 of the Code), (k) the disqualification by
the Internal Revenue Service of any Plan under Section 401(a) of the Code or the determination by the Internal Revenue Service that any trust forming part of any
Plan fails to qualify for exemption from taxation under Section 501(a) of the Code, (l) the imposition of a Lien pursuant to Section 430(k) of the Code or pursuant to
Section 303(k) of ERISA or a violation of Section 436 of the Code with respect to any Plan or (m) any other event or condition with respect to a Plan or
Multiemployer Plan that could result in liability of the Borrower or any Subsidiary.
“ EU Bail-In Legislation Schedule ” shall mean the EU Bail-In Legislation Schedule published by the Loan Market Association (or any successor person),
as in effect from time to time.
“ Eurodollar ,” when used in reference to any Loan or Borrowing, shall refer to whether such Loan, or the Loans comprising such Borrowing, are bearing
interest at a rate determined by reference to the Adjusted LIBO Rate.
“ Events of Default ” shall have the meaning assigned to such term in Section 7.01.
“ Excess Cash Flow ” shall mean, for any fiscal year of the Borrower, the difference, if any, of (a) the sum, without duplication, of (i) Consolidated
EBITDA for such fiscal year and (ii) reductions to noncash working capital of the Borrower and the Subsidiaries for such fiscal year ( i.e ., the decrease, if any, in
Current Assets minus Current Liabilities from the beginning to the end of such fiscal year (excluding any changes in working capital due to the effects of purchase
accounting adjustments)) minus (b) the sum, without duplication, of (i) the amount of any Taxes paid in cash by the Borrower and the Subsidiaries with respect to
such fiscal year (including any franchise taxes imposed in lieu of income taxes), (ii) Consolidated Interest Expense for such fiscal year paid in cash, (iii) the amount
of any Capital Expenditures and Investments, to the extent permitted under this Agreement (whether or not such Capital Expenditure, Investment or acquisition shall
have been consummated) and that are made in cash during such fiscal year, except to the extent financed with the proceeds of Indebtedness, equity issuances,
casualty proceeds, condemnation proceeds or other proceeds that would not be included in Consolidated EBITDA, (iv) permanent repayments of Indebtedness (other
than mandatory prepayments of Loans under Section 2.13 and/or mandatory prepayment of Existing Loans under Section 2.13 of the Existing Credit Agreement, but
including any voluntary prepayments of Term Loans under Section 2.12 and/or voluntary prepayment of term loans outstanding under the Existing Credit Agreement
pursuant to Section 2.12 of the Existing Credit Agreement to the extent they reduce scheduled repayments of Term Loans under Section 2.11 of the Existing Credit
Agreement in such period) made in cash by the Borrower and the Subsidiaries during such fiscal year, but only to the extent that the Indebtedness so prepaid by its
terms cannot be reborrowed or redrawn and such prepayments do not occur in connection with a refinancing of all or any portion of such Indebtedness, (v) solely to
extent representing a cash item actually paid in cash during such fiscal year, the amounts added back to Consolidated EBITDA during such fiscal year pursuant to
clauses (v), (vi), (vii), (viii), (xv), (xvi) and (xvii) of the definition of Consolidated EBITDA, (vi) additions to noncash working capital for such fiscal year (i.e., the
increase, if any, in Current Assets minus Current Liabilities from the beginning to the end of such fiscal year) and (viii) the aggregate amount of Restricted Payments
made in cash during such fiscal year in accordance with Section 6.06(a)(i)(x); provided that this paragraph (b) shall not include intercompany Investments permitted
under this Agreement.
“ Excluded Assets ” shall have the meaning assigned to such term in the Guarantee and Collateral Agreement.
12
“ Excluded Taxes ” shall mean, with respect to the Administrative Agent, any Lender or any other recipient of any payment to be made by or on account of
any obligation of the Borrower hereunder, (a) income Taxes imposed on (or measured by) its net income (however denominated) or franchise Taxes imposed in lieu
of income Taxes, in each case by (i) the United States of America or by the jurisdiction under the Laws of which such recipient is organized or in which its principal
office is located, (ii) any jurisdiction with which such recipient has a present or former connection (other than connections arising solely from such recipient having
executed, delivered, become a party to, performed its obligations under, received payments under, received or perfected security interests under,

engaged in any other transaction pursuant to or enforced any Loan Document, or sold or assigned any interest in a Loan Document) or (iii) in the case of any Lender,
in which its applicable lending office is located, (b) any branch profits Taxes imposed by the United States of America or any similar Tax imposed by any other
jurisdiction described in clause (a) above, (c) in the case of a Foreign Lender (other than an assignee pursuant to a request by the Borrower under Section 2.21(a)),
any U.S. federal withholding Tax that is imposed on amounts payable to such Foreign Lender at the time such Foreign Lender becomes a party to this Agreement (or
designates a new lending office) or is attributable to such Foreign Lender’s failure to comply with Section 2.20(e), except to the extent that such Foreign Lender (or
its assignor, if any) was entitled, at the time of designation of a new lending office (or assignment), to receive additional amounts from the Borrower with respect to
such withholding Tax pursuant to Section 2.20(a), (d) any backup withholding tax that is required by the Code to be withheld from amounts payable to it, and (e) any
Taxes imposed by FATCA.
“ Existing Credit Agreement ” shall mean the Credit Agreement, dated as of June 30, 2017 (as amended by the Incremental Loan Assumption Agreement,
dated as of September 25, 2017, the Incremental Loan Assumption Agreement, dated as of March 1, 2018 and Amendment and Waiver No. 1), among the Borrower,
the lenders party thereto from time to time and Credit Suisse, as administrative agent and as collateral agent, as amended, restated, supplemented or otherwise
modified from time to time to the extent not prohibited by Section 6.09(a).
“ Existing Loans ” shall mean the Loans (as defined in the Existing Credit Agreement).
“ Exit Payment ” shall have the meaning assigned to such term in Section 2.12(f).
“ Extended Term Loans ” shall mean any Class of Term Loans the maturity of which shall have been extended pursuant to Section 2.25.
“ Extension ” shall have the meaning assigned to such term in Section 2.25(a).
“ Extension Offer ” shall have the meaning assigned to such term in Section 2.25(a).
“ FATCA ” shall mean Sections 1471 through 1474 of the Code, as of the date of this Agreement (or any amended or successor version that is substantively
comparable and not materially more onerous to comply with), any current or future regulations or official interpretations thereof, any agreement entered into thereto,
or any law implementing an intergovernmental agreement or approach thereto.
“ FCPA ” shall have the meaning assigned to such term in Section 3.26.
“ Federal Funds Effective Rate ” shall mean, for any day, the greater of (a) weighted average of the rates on overnight Federal funds transactions with
members of the Federal Reserve System, as published on the next succeeding Business Day by the Federal Reserve Bank of New York, and (b) 0.00% per annum.
“Fees ” shall mean the Administrative Agent Fees, the Closing Fee and any other fees required to be paid by any of the Loan Parties on the Closing Date
pursuant to the Loan Documents or otherwise.
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“ Financial Officer ” of any Person shall mean the chief financial officer, principal accounting officer, treasurer or controller of such Person.
“ Foreign Lender ” shall mean any Lender that is organized under the laws of a jurisdiction other than the United States of America, each State thereof or
the District of Columbia.
“ Fronting Fee Letter ” shall mean the Fronting Fee Letter, dated as of March 8, 2019, by and among the Borrower and Credit Suisse, as amended, restated,
supplemented or otherwise modified from time to time.

“ GAAP ” shall mean United States generally accepted accounting principles applied on a basis consistent with the financial statements delivered pursuant
to Section 4.02(j).
“ Government Official ” shall mean (a) an executive, official, employee or agent of a governmental department, agency or instrumentality, (b) a director,
officer, employee or agent of a wholly or partially government-owned or government-controlled company or business, (c) a political party or official thereof, or
candidate for political office or (d) an executive, official, employee or agent of a public international organization (e.g., the International Monetary Fund or the
World Bank).
“ Governmental Authority ” shall mean any Federal, state, local or foreign court or governmental agency, authority, instrumentality or regulatory body.
“ Granting Lender ” shall have the meaning assigned to such term in Section 9.04(i).
“ Guarantee” of or by any Person shall mean any obligation, contingent or otherwise, of such Person guaranteeing or having the economic effect of
guaranteeing any Indebtedness or other obligation of any other Person (the “ primary obligor ”) in any manner, whether directly or indirectly, and including any
obligation of such Person, direct or indirect, (a) to purchase or pay (or advance or supply funds for the purchase or payment of) such Indebtedness or other obligation
or to purchase (or to advance or supply funds for the purchase of) any security for the payment of such Indebtedness or other obligation, (b) to purchase or lease
property, securities or services for the purpose of assuring the owner of such Indebtedness or other obligation of the payment of such Indebtedness or other
obligation or (c) to maintain working capital, equity capital or any other financial statement condition or liquidity of the primary obligor so as to enable the primary
obligor to pay such Indebtedness or other obligation; provided, however , that the term “Guarantee” shall not include endorsements for collection or deposit in the
ordinary course of business. The amount of any Guarantee shall be deemed to be an amount equal to the stated or determinable amount of the Indebtedness or other
obligation of the primary obligor in respect of which such Guarantee is made (or, if less, the maximum amount of such Indebtedness or other obligation for which
such Person may be liable, whether singly or jointly, pursuant to the terms of the instrument evidencing such Guarantee) or, if not stated or determinable, the
maximum reasonably anticipated liability in respect thereof (assuming such Person is required to perform thereunder).
“ Guarantee and Collateral Agreement ” shall mean the Guarantee and Collateral Agreement, substantially in the form of Exhibit D, among the Borrower,
the Subsidiaries party thereto and the Collateral Agent for the benefit of the Secured Parties.
“ Hazardous Materials ” shall mean (a) any petroleum products or byproducts and all other hydrocarbons, coal ash, radon gas, asbestos, urea formaldehyde
foam insulation, polychlorinated biphenyls, chlorofluorocarbons and all other ozone-depleting substances and (b) any chemical, material, substance or waste that is
prohibited, limited or regulated by or pursuant to any Environmental Law.
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“ Healthcare Authorizations ” shall mean any and all permits, licenses, authorizations, certificates, certificates of need, and accreditations of third-party
accreditation agencies and Nongovernmental Payors (a) necessary to enable the Borrower or any of its Subsidiaries to engage in the Healthcare Service Business,
participate in and receive payment under plans of Nongovernmental Payors or otherwise continue to conduct its Healthcare Service Business or (b) required under
any law relating to Persons engaged in the Healthcare Service Business.
“ Healthcare Facility ” shall mean any facility which provides inpatient or outpatient abuse treatment services for individuals with drug or alcohol
addiction, any sober living facility and any facility which provides laboratory services that is owned, leased or operated by the Borrower or its Subsidiaries, and any
ancillary business thereto.
“ Healthcare Laws ” shall mean, collectively, any and all current or future laws with respect to any healthcare regulatory matters, any Healthcare
Authorizations, any Healthcare Facility and any Healthcare Service Business, and any rule, regulation, directive, order or decision promulgated or issued pursuant
thereto, including without limitation: (a) any and all federal, state and local fraud and abuse laws, including, without limitation, the federal

Anti-Kickback Statute (42 U.S.C. § 1320a 7(b)), the Stark Law (42 U.S.C. § 1395nn and §1395(q)), the civil False Claims Act (31 U.S.C. §§ 3729 et seq.), Sections
1320a-7 and 1320a-7a of Title 42 of the United States Code, the criminal False Claims Law (42 U.S.C. § 1320a-7b(a)), all criminal laws relating to healthcare fraud
and abuse, including but not limited to 18 U.S.C. Sections 286 and 287, the healthcare fraud criminal provisions under HIPAA, and the regulations promulgated
pursuant to such statutes; (b) the federal Food, Drug & Cosmetic Act (21 U.S.C. §§ 301 et seq.) and the regulations promulgated thereunder; (c) HIPAA; (d) the
Patient Protection and Affordable Care Act (P.L. 111-148), as amended by the Health Care and Education Reconciliation Act (P.L. 111-152) and the regulations
promulgated thereunder; (e) quality, safety and accreditation standards and requirements of all applicable state laws or regulatory bodies; (f) Requirements of Law
relating to the licensure, certification, qualification or authority to transact business relating to the provision of and/or payment for healthcare services; (g) the
Clinical Laboratory Improvement Amendments of 1988 (42 U.S.C. § 263a) and the regulations promulgated thereunder; (h) laws related to the billing, coding or
submission of claims or collection of accounts receivable or refund of overpayments; (i) corporate practice of medicine laws and fee-splitting prohibitions; (j) health
planning or rate-setting laws, including laws regarding certificates of need and certificates of exemption; (k) the HITECH Act; (l) MHPAEA; and (m) any and all
other applicable health care laws, regulations, manual provisions, policies and administrative guidance, each of (a) through (m) as may be amended from time to
time.
“ Healthcare Service Business ” shall mean a business, the majority of whose revenues are derived from arranging to provide or administering, managing
or monitoring healthcare services, or any business or activity that is reasonably similar thereto (including, for the avoidance of doubt, a business providing inpatient
or outpatient abuse treatment services for individuals with drug or alcohol addiction) or a reasonable extension, development or expansion thereof or ancillary
thereto.
“ Hedging Agreement ” shall mean any interest rate protection agreement, foreign currency exchange agreement, commodity price protection agreement or
other interest or currency exchange rate or commodity price hedging arrangement.
“ HIPAA ” shall have the meaning assigned to such term in Section 5.16(f).
“ HITECH Act ” shall have the meaning assigned to such term in Section 5.16(f).
“ ICE LIBOR ” shall have the meaning assigned to such term in the definition of “Alternate Base Rate”.
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“ Incremental Loan Assumption Agreement ” shall mean an Incremental Loan Assumption Agreement among, and in form and substance reasonably
satisfactory to, the Borrower, the Administrative Agent and one or more Incremental Term Lenders.
“ Incremental Term Borrowing ” shall mean a Borrowing comprised of Incremental Term Loans.
“ Incremental Term Lender ” shall mean a Lender with an Incremental Term Loan Commitment or an outstanding Incremental Term Loan.
“ Incremental Term Loan Amount ” shall mean $0.
“ Incremental Term Loan Commitment ” shall mean the commitment of any Lender, established pursuant to Section 2.23, to make Incremental Term
Loans to the Borrower.
“ Incremental Term Loan Maturity Date ” shall mean the final maturity date of any Incremental Term Loan, as set forth in the applicable Incremental Loan
Assumption Agreement.
“ Incremental Term Loan Repayment Dates ” shall mean the dates scheduled for the repayment of principal of any Incremental Term Loan, as set forth in
the applicable Incremental Loan Assumption Agreement.

“ Incremental Term Loans ” shall mean the term loans made by one or more Incremental Term Lenders to the Borrower pursuant to Section 2.01(b).
Incremental Term Loans may be made in the form of additional Term Loans with terms and provisions identical to those of the Term Loans made by the Lenders to
the Borrower pursuant to clause (i) of Section 2.01(a) or, to the extent permitted by Section 2.23 and provided for in the relevant Incremental Loan Assumption
Agreement, Other Term Loans.
“ Indebtedness ” of any Person shall mean, without duplication, (a) all obligations of such Person for borrowed money or with respect to deposits or
advances of any kind, (b) all obligations of such Person evidenced by bonds, debentures, notes or similar instruments, (c) all obligations of such Person upon which
interest charges are customarily paid, (d) all obligations of such Person under conditional sale or other title retention agreements relating to property or assets
purchased by such Person, (e) all obligations of such Person issued or assumed as the deferred purchase price of property or services (excluding trade accounts
payable and accrued obligations incurred in the ordinary course of business), (f) all Indebtedness of others secured by (or for which the holder of such Indebtedness
has an existing right, contingent or otherwise, to be secured by) any Lien on property owned or acquired by such Person, whether or not the obligations secured
thereby have been assumed (but limited to the lesser of the fair market value of such property and the outstanding principal amount of such Indebtedness), (g) all
Guarantees by such Person of Indebtedness of others, (h) all Capital Lease Obligations of such Person, (i) all Synthetic Lease Obligations of such Person, (j) net
obligations of such Person under any Hedging Agreements, valued at the Agreement Value thereof, (k) all obligations of such Person to purchase, redeem, retire,
defease or otherwise make any payment in respect of any Equity Interests of such Person or any other Person or any warrants, rights or options to acquire such
Equity Interests, valued, in the case of redeemable preferred interests, at the greater of its voluntary or involuntary liquidation preference plus accrued and unpaid
dividends, (l) all obligations of such Person as an account party in respect of letters of credit and (m) all obligations of such Person in respect of bankers’
acceptances. The Indebtedness of any Person shall include the Indebtedness of any partnership in which such Person is a general partner (but only to the extent such
general partner is obligated thereunder); provided that, notwithstanding anything to the contrary in the foregoing definition, Indebtedness shall exclude (1) ordinary
course intercompany payables among the Borrower and its Subsidiaries, (2) right-of-use liabilities recorded in connection with ASU 2016-02, Leases, issued by
FASB, solely to the extent such liabilities would not have constituted Indebtedness prior to giving effect to the application of ASU 2016-2 and (3) solely for the
purposes of calculating any Senior Secured Leverage Ratio under this Agreement, any Attributable Indebtedness or any other lease obligation resulting from any
Sale and Leaseback Transaction permitted pursuant to Section 6.03.
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“ Indemnified Taxes ” shall mean Taxes, other than Excluded Taxes, imposed on or with respect to any payment made by or on account of any Obligation
of the Borrower under any Loan Document.
“ Indemnitee ” shall have the meaning assigned to such term in Section 9.05(b).
“ Information ” shall have the meaning assigned to such term in Section 9.16.
“Initial Budget” shall have the meaning assigned to such term in Section 4.02(p).
“ Intellectual Property ” shall have the meaning assigned to such term in the Guarantee and Collateral Agreement.
“ Intercreditor Agreement ” shall mean the Intercreditor Agreement, dated as of March 8, 2019, among the Administrative Agent, as the Senior Lien
Representative (as defined therein), Credit Suisse, as the Junior Lien Representative (as defined therein), and each of the Loan Parties.
“ Interest Payment Date ” shall mean (a) with respect to any ABR Loan, the last Business Day of each March, June, September and December, and (b) with
respect to any Eurodollar Loan, the last day of the Interest Period applicable to the Borrowing of which such Loan is a part and, in the case of a Eurodollar
Borrowing with an Interest Period of more than three months’ duration, each day that would have been an Interest Payment Date had successive Interest Periods of
three months’ duration been applicable to such Borrowing.

“ Interest Period ” shall mean, with respect to any Eurodollar Borrowing, the period commencing on the date of such Borrowing and ending on the
numerically corresponding day (or, if there is no numerically corresponding day, on the last day) in the calendar month that is 3 months (or 1, 2, 6 or 12 months if
agreed to by all Lenders) thereafter, as the Borrower may elect; provided, however, that (a) if any Interest Period would end on a day other than a Business Day, such
Interest Period shall be extended to the next succeeding Business Day unless such next succeeding Business Day would fall in the next calendar month, in which
case such Interest Period shall end on the next preceding Business Day, (b) any Interest Period that begins on the last Business Day of a calendar month (or on a day
for which there is no numerically corresponding day in the calendar month at the end of such Interest Period) shall end on the last Business Day of the calendar
month at the end of such Interest Period and (c) no Interest Period for any Loan shall extend beyond the maturity date of such Loan. Interest shall accrue from and
including the first day of an Interest Period to but excluding the last day of such Interest Period. For purposes hereof, the date of a Borrowing initially shall be the
date on which such Borrowing is made and thereafter shall be the effective date of the most recent conversion or continuation of such Borrowing.
“ Interest Rate Agreement ” means any interest rate swap agreement, interest rate cap agreement, interest rate collar agreement, interest rate hedging
agreement or other similar agreement or arrangement, each of which is for the purpose of hedging the interest rate exposure associated with the Borrower’s and its
Subsidiaries’ operations and not for speculative purposes.
“ Interpolated Rate ” shall mean the rate per annum which results from interpolating on a linear basis between (a) the rate per annum appearing on Reuters
Screen LIBOR01 Page (or on any successor or substitute page of such service) for the longest period (for which such rate per annum is available) which is less than
such Interest Period and (b) the rate per annum appearing on Reuters Screen LIBOR01 Page (or
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on any successor or substitute page of such service) for the shortest period (for which such rate per annum is available) which exceeds such Interest Period, each as
determined by the Administrative Agent at approximately 11:00 a.m. (London time) on the date that is two Business Days prior to the commencement of such
Interest Period.
“ Investment ” shall mean: (i) any direct or indirect purchase, redemption, retirement or other acquisition by the Borrower or any of its Subsidiaries of, or of
a beneficial interest in, any of the Equity Interests of any other Person (other than a Subsidiary Guarantor); (ii) any direct or indirect loan, guarantee, advance (other
than advances to employees for moving, entertainment and travel expenses, drawing accounts and similar expenditures in the ordinary course of business) or capital
contributions by the Borrower or any of its Subsidiaries to any other Person (other than the Borrower or any Subsidiary Guarantor), including all Indebtedness and
accounts receivable from that other Person that are not current assets or did not arise from sales to that other Person in the ordinary course of business, and (iii) all
investments consisting of any exchange traded or over the counter derivative transaction, including any Interest Rate Agreement and Currency Agreement, whether
entered into for hedging or speculative purposes or otherwise. The amount of any Investment of the type described in clauses (i) and (ii) shall be the original cost of
such Investment plus the cost of all additions thereto, without any adjustments for increases or decreases in value, or write-ups, write-downs or write-offs with
respect to such Investment.
“ Junior Capital ” shall mean any common or preferred Equity Interests of the Borrower that do not (a) provide for scheduled payments of dividends (or
other payments constituting a return on capital) in cash prior to the date that is 91 days after the later of the Term Loan Maturity Date and the Incremental Term
Loan Maturity Date as in effect at the time of the issuance of such Equity Interests, or (b) become mandatorily redeemable (including at the option of the holder
thereof) pursuant to a sinking fund obligation or otherwise prior to the date that is 91 days after the later of the Term Loan Maturity Date and the Incremental Term
Loan Maturity Date as in effect at the time of the issuance of such Equity Interests.
“ Landlord Personal Property Collateral Access Agreement ” shall mean a Landlord Personal Property Collateral Access Agreement substantially in the
form of Exhibit H with such amendments or modifications as may be approved by the Collateral Agent.

“ Law ” shall mean any federal, state, local, national or supranational or foreign law, statute, code, ordinance, rule, regulation, order, judgment, writ,
stipulation, award, injunction, decree or arbitration award or finding.
“ Lender Parties ” shall have the meaning given such term in Section 9.24.
“ Lenders ” shall mean (a) the Persons listed on Schedule 2.01 (other than any such Person that has ceased to be a party hereto pursuant to an Assignment
and Acceptance), (b) any Person (other than a natural person) that has become a party hereto pursuant to an Assignment and Acceptance and (c) any Person (other
than a natural person) that has become a party hereto pursuant to an Incremental Loan Assumption Agreement.
“ LIBO Rate ” shall mean, with respect to any Eurodollar Borrowing for any Interest Period, the rate per annum determined by the Administrative Agent at
approximately 11:00 a.m. (London time) on the date that is two Business Days prior to the commencement of such Interest Period by reference to ICE LIBOR as
published by Reuters (or such other commercially available source providing quotations of ICE LIBOR as may be designated by the Administrative Agent from time
to time) for a period equal to such Interest Period; provided that, to the extent that an interest rate is not ascertainable pursuant to the foregoing provisions of this
definition, the “LIBO Rate” shall be the Interpolated Rate.
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“ Lien ” shall mean, with respect to any asset, (a) any mortgage, deed of trust, lien, pledge, encumbrance, charge or security interest in or on such asset and
(b) the interest of a vendor or a lessor under any conditional sale agreement, capital lease or title retention agreement (or any financing lease having substantially the
same economic effect as any of the foregoing) relating to such asset; provided that in no event shall any operating lease, any license of intellectual property or any
agreement to sell be deemed to constitute a Lien.
“ Loan Documents ” shall mean this Agreement, the Agency Fee Letter, the Work Fee Letter, the Fronting Fee Letter, the Security Documents, each
Incremental Loan Assumption Agreement, the promissory notes, if any, executed and delivered pursuant to Section 2.04(e), the Intercreditor Agreement, any other
document executed in connection with any of the foregoing and together with all schedules, exhibits, annexes and other attachments thereto.
“ Loan Parties ” shall mean the Borrower and the Subsidiary Guarantors.
“ Loans ” shall mean the Term Loans.
“ Margin Stock ” shall have the meaning assigned to such term in Regulation U.
“ Material Adverse Effect ” shall mean (a) a material adverse change in, or a material adverse effect upon, the operations, business, properties, liabilities
(actual or contingent) or condition (financial or otherwise) of the Borrower and its Subsidiaries taken as a whole; (b) a material impairment of the rights and
remedies of any Agent or any Lender under any Loan Document, or of the ability of any Loan Party to perform its obligations under any Loan Document to which it
is a party; or (c) a material adverse change in, or a material adverse effect upon, the legality, validity, binding effect or enforceability against any Loan Party of any
Loan Document to which it is a party.
“ Material Indebtedness ” shall mean (a) Indebtedness (other than the Loans), or obligations in respect of one or more Hedging Agreements, of any one or
more of the Borrower or any Subsidiary in an aggregate principal amount exceeding $15,000,000 and (b) any Indebtedness outstanding under the Existing Credit
Agreement. For purposes of determining Material Indebtedness, the “principal amount” of the obligations of the Borrower or any Subsidiary in respect of any
Hedging Agreement at any time shall be the Agreement Value of such Hedging Agreement at such time.
“ Material Subsidiary ” shall mean any Subsidiary of the Borrower that, together with its Subsidiaries, (a) generates more than 5% of Consolidated
EBITDA on a pro forma basis for the four (4) fiscal quarter period most recently ended or (b) has total assets (including Equity Interests in other Subsidiaries and
excluding Investments that

are eliminated in consolidation) of equal to or greater than 5% of the total assets of the Borrower and its Subsidiaries, on a consolidated basis as of the end of the
most recent four (4) fiscal quarters; provided, however, that if at any time there are Subsidiaries which are not classified as “Material Subsidiaries” but which
collectively (i) generate more than 10% of Consolidated EBITDA on a pro forma basis or (ii) have total assets (including Equity Interests in other Subsidiaries and
excluding Investments that are eliminated in consolidation) of equal to or greater than 10% of the total assets of the Borrower and its Subsidiaries on a consolidated
basis, then the Borrower shall promptly designate one or more of such Subsidiaries as Material Subsidiaries and cause any such Subsidiaries to comply with the
provisions of Section 5.12 such that, after such Subsidiaries become Subsidiary Guarantors hereunder, the Subsidiaries that are not Subsidiary Guarantors shall
(A) generate less than 10% of Consolidated EBITDA and (B) have total assets of less than 10% of the total assets of the Borrower and its Subsidiaries on a
consolidated basis.
“ Maximum Rate ” shall have the meaning assigned to such term in Section 9.09.
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“ Medicaid ” shall mean that government-sponsored entitlement program under Title XIX, P.L. 89-97 of the Social Security Act, which provides federal
grants to states for medical assistance based on specific eligibility criteria, as set forth on Sections 1396, et seq. of Title 42 of the United States Code.
“ Medicare ” shall mean that government-sponsored insurance program under Title XVIII, P.L. 89-97 of the Social Security Act, which provides for a
health insurance system for eligible elderly and disabled individuals, as set forth on Sections 1395, et seq. of Title 42 of the United States Code.
“ MHPAEA ” shall have the meaning assigned to such term in Section 5.16(f).
“ Moody’s ” shall mean Moody’s Investors Service, Inc., or any successor thereto.
“ Mortgaged Properties ” shall mean, initially, the owned real properties of the Loan Parties specified on Schedule 1.01(b), and shall include each other
parcel of real property and improvements thereto with respect to which a Mortgage is granted pursuant to Section 5.12 or Section 5.17.
“ Mortgages ” shall mean the mortgages, deeds of trust, assignments of leases and rents, modifications and other security documents delivered pursuant to
clause (i) of Section 4.02(g), Section 5.12 or Section 5.17, each substantially in the form of Exhibit E (with such changes as are reasonably consented to by the
Collateral Agent to account for local law matters) or in such other form as is reasonably satisfactory to the Collateral Agent and the Borrower.
“ Multiemployer Plan ” shall mean a multiemployer plan as defined in Section 4001(a)(3) of ERISA to which the Borrower or any of its ERISA Affiliates is
contributing or has an obligation to contribute.
“ Net Cash Proceeds ” shall mean (a) with respect to any Asset Sale or any Recovery Event, the cash proceeds (including cash proceeds subsequently
received (as and when received) in respect of noncash consideration initially received), net of (i) selling expenses (including reasonable broker’s fees or
commissions, reasonable legal fees, transfer and similar taxes, reasonable real estate due diligence fees or expenses, and the Borrower’s good faith estimate of
income taxes paid or payable in connection with such sale), (ii) amounts provided as a reserve, in accordance with GAAP, against any retained liabilities associated
with such Asset Sale, including under any indemnification obligations or in respect of any purchase price adjustments ( provided that, to the extent and at the time
any such amounts are released from such reserve, such amounts shall constitute Net Cash Proceeds) and (iii) the principal amount, premium or penalty, if any,
interest and other amounts on any Indebtedness for borrowed money (other than (x) any such Indebtedness assumed by the purchaser of such asset other than
repayments of revolving debt, except to the extent that the commitments with respect thereto are correspondingly decreased and/or (y) Indebtedness outstanding
under the Existing Credit Agreement) which is secured by the asset sold in such Asset Sale and which is required to be repaid with such proceeds; provided that, if
(x) the Borrower shall deliver a certificate of a Financial Officer to the Administrative Agent at the time of receipt thereof setting forth the Borrower’s intent to
reinvest such proceeds in productive assets of a kind then used or usable in the business of the

Borrower and its Subsidiaries within 365 days of receipt of such proceeds and (y) no Default or Event of Default shall have occurred and shall be continuing at the
time of delivery of such certificate or at the proposed time of the application of such proceeds, such proceeds shall not constitute Net Cash Proceeds except to the
extent not so used at the end of such 365-day period, at which time such proceeds shall be deemed to be Net Cash Proceeds; provided , however , that the Borrower
shall not be permitted to exercise such reinvestment right with respect to proceeds from (A) any Recovery Event, unless the Administrative Agent receives evidence
reasonably satisfactory to it and reasonably in advance of any such reinvestment that (x) such Recovery Event is in respect of a treatment center that has generated
positive cash flow for the four consecutive quarter period ending as of the last day of the most recent fiscal quarter for which financial statements have been
delivered to Lenders pursuant Section 5.04 and (y) the Borrower
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uses such proceeds to commence the rebuild, repair or restore such treatment center as soon as practicable after (but, in any event, within 180 days of) receipt of such
proceeds and/or (B) any Asset Sale or related Asset Sales that, individually or in the aggregate, generate proceeds in excess of $5,000,000 and (b) with respect to any
issuance or incurrence of Indebtedness or any Equity Issuance, the cash proceeds thereof, net of all taxes and customary fees, underwriting discounts, commissions,
costs and other expenses incurred in connection therewith.
“ New Patient Report ” shall have the meaning assigned to such term in Section 5.18(e).
“ Non-Defaulting Lender ” shall mean, at any time, each Lender that is not a Defaulting Lender at such time.
“ Nongovernmental Payors ” shall mean third-party payors (other than government reimbursement programs) that reimburse providers for healthcare goods
and services rendered in the Healthcare Service Business, such as private insurers and managed care organizations.
“ Obligations ” shall mean all obligations defined as “Obligations” in the Guarantee and Collateral Agreement and the other Security Documents.
“ Other Taxes ” shall mean any and all present or future stamp or documentary taxes or any other excise or property taxes, charges or similar levies arising
from any payment made under any Loan Document or from the execution, delivery or enforcement of, or otherwise with respect to, any Loan Document, except any
Taxes imposed with respect to an assignment (other than an assignment made pursuant to Section 2.21(a)).
“ Other Term Loans ” shall have the meaning assigned to such term in Section 2.23(a).
“ Participant Register ” shall have the meaning assigned to such term in Section 9.04(f).
“ PBGC ” shall mean the Pension Benefit Guaranty Corporation referred to and defined in ERISA or any successor statute.
“ Perfection Certificate ” shall mean the Perfection Certificate delivered to the Administrative Agent pursuant to Section 4.02(f) dated as of the Closing
Date.
“ Permitted Investments ” shall mean:
(a) direct obligations of, or obligations the principal of and interest on which are unconditionally guaranteed by, the United States of America (or by any
agency thereof to the extent such obligations are backed by the full faith and credit of the United States of America), in each case maturing within one year from the
date of issuance thereof;
(b) Investments in commercial paper maturing within 270 days from the date of issuance thereof and having, at such date of acquisition, the highest credit
rating obtainable from S&P or from Moody’s, or in the case of the United States Government, a rating of AA or higher;

(c) Investments in certificates of deposit, banker’s acceptances and time deposits maturing within one year from the date of acquisition thereof issued or
guaranteed by or placed with, and money market deposit accounts issued or offered by, the Administrative Agent or any domestic office of any commercial bank
organized under the laws of the United States of America or any State thereof that has a combined capital and surplus and undivided profits of not less than
$1,000,000,000 and that issues (or the parent of which issues) commercial paper rated at least “Prime-1” (or the then equivalent grade) by Moody’s or “A-1” (or the
then equivalent grade) by S&P;
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(d) fully collateralized repurchase agreements with a term of not more than 30 days for securities described in clause (a) above and entered into with a
financial institution satisfying the criteria of clause (c) above; and
(e) Investments in “money market funds” within the meaning of Rule 2a-7 of the Investment Company Act of 1940, as amended, substantially all of whose
assets are invested in Investments of the type described in clauses (a) through (d) above.
“ Permitted Liens ” shall have the meaning assigned to such term in Section 6.02.
“ Person ” shall mean any natural person, corporation, business trust, joint venture, association, company, limited liability company, partnership,
Governmental Authority or other entity.
“ Plan ” shall mean any employee pension benefit plan (other than a Multiemployer Plan) subject to the provisions of Title IV of ERISA or Section 412 or
Section 430 of the Code or Section 302 or Section 303 of ERISA, and in respect of which the Borrower or any ERISA Affiliate is (or, if such plan were terminated,
would under Section 4069 of ERISA be deemed to be) an “employer” as defined in Section 3(5) of ERISA.
“ Platform ” shall have the meaning assigned to such term in Section 9.01.
“ Prime Rate ” shall mean the rate of interest per annum determined from time to time by Credit Suisse as its prime rate in effect at its principal office in
New York City and notified to the Borrower. The prime rate is a rate set by Credit Suisse based upon various factors including Credit Suisse’s costs and desired
return, general economic conditions and other factors, and is used as a reference point for pricing some loans, which may be priced at, above, or below such rate.
“ Public Lender ” shall have the meaning assigned to such term in Section 9.01.
“ Recovery Event ” shall mean any settlement of or payment in respect of any property or casualty insurance claim or any taking under power of eminent
domain or by condemnation or similar proceeding of or relating to any property or asset of the Borrower or any Subsidiary.
“ Register ” shall have the meaning assigned to such term in Section 9.04(d).
“ Regulation T ” shall mean Regulation T of the Board as from time to time in effect and all official rulings and interpretations thereunder or thereof.
“ Regulation U ” shall mean Regulation U of the Board as from time to time in effect and all official rulings and interpretations thereunder or thereof.
“ Regulation X ” shall mean Regulation X of the Board as from time to time in effect and all official rulings and interpretations thereunder or thereof.
“ Related Fund ” shall mean, with respect to any Lender that is a fund or commingled investment vehicle that invests in bank loans, any other fund that
invests in bank loans and is managed or advised by the same investment advisor as such Lender or by an Affiliate of such investment advisor.
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“ Related Parties ” shall mean, with respect to any specified Person, such Person’s Affiliates and the respective directors, trustees, officers, employees,
agents and advisors of such Person and such Person’s Affiliates.
“ Release ” shall mean any release, spill, emission, pumping, leaking, dumping, emptying, escaping, injection, pouring, deposit, disposal, discharge,
dispersal, leaching or migration into or through the environment (including the abandonment or discarding of barrels, containers, and other closed receptacles
containing any Hazardous Materials or pollutant or contaminant).
“ Releasing Party ” shall have the meaning given such term in Section 9.24.
“ Removal Effective Date ” shall have the meaning assigned to such term in Article VIII.
“ Required Lenders ” shall mean, at any time, Lenders having Loans and unused Term Loan Commitments representing more than 50% of the sum of all
Loans outstanding and unused Term Loan Commitments at such time; provided that the Loans and unused Term Loan Commitments of any Defaulting Lender shall
be disregarded in the determination of the Required Lenders at any time.
“ Requirement of Law ” shall mean, as to any Person, the certificate of incorporation and by-laws or other organizational or governing documents of such
Person, and any law, treaty, rule or regulation or determination of an arbitrator or a court or other Governmental Authority, in each case applicable to or binding
upon such Person or any of its assets or property or to which such Person or any of its assets or property is subject.
“ Responsible Officer ” of any Person shall mean any executive officer or Financial Officer of such Person and any other officer or similar official thereof
responsible for the administration of the obligations of such Person in respect of this Agreement.
“ Restricted Indebtedness ” shall mean Indebtedness of the Borrower or any Subsidiary, the payment, prepayment, repurchase or defeasance of which is
restricted under Section 6.09(b).
“ Restricted Payment ” shall mean any dividend or other distribution (whether in cash, securities or other property) with respect to any Equity Interests in
the Borrower or any Subsidiary, or any payment (whether in cash, securities or other property), including any sinking fund or similar deposit, on account of the
purchase, redemption, retirement, acquisition, cancellation or termination of any Equity Interests in the Borrower or any Subsidiary.
“ Sale and Leaseback Transaction ” shall have the meaning assigned to such term in Section 6.03.
“ S&P ” shall mean S&P Global Ratings, or any successor thereto.
“ Sanctions ” shall have the meaning assigned to such term in Section 3.24.
“ SEC ” shall mean the Securities and Exchange Commission.
“ Secured Parties ” shall have the meaning assigned to such term in the Guarantee and Collateral Agreement.
“ Security Documents ” shall mean the Mortgages, the Guarantee and Collateral Agreement, the Intercreditor Agreement and each of the other security
agreements, mortgages and other instruments and documents executed and delivered pursuant to any of the foregoing or pursuant to Section 5.12 or Section 5.17.
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“ Senior Secured Debt ” shall mean, at any time, Total Debt of the Borrower and the Subsidiaries that is secured by a Lien on the property or assets of the
Borrower or the Subsidiaries.

“ Senior Secured Leverage Ratio ” shall mean, for any period, the ratio of Senior Secured Debt outstanding as of the last day of such period to Consolidated
EBITDA for such period, in each case, calculated on a pro forma basis; provided that solely for purposes of Section 6.10:
(a) the calculation of Consolidated EBITDA for the Test Period ending as of June 30, 2019 shall be deemed to be Consolidated EBITDA for the fiscal
quarter ending June 30, 2019 multiplied by four (4);
(b) the calculation of Consolidated EBITDA for the Test Period ending as of September 30, 2019 shall be deemed to be an amount equal to (x) the sum of
Consolidated EBITDA for each of the fiscal quarters ending June 30, 2019 and September 30, 2019 multiplied by (y) two (2);
(c) the calculation of Consolidated EBITDA for the Test Period ending as of December 31, 2019 shall be deemed to be an amount equal to (x) (A) sum of
Consolidated EBITDA for each of the fiscal quarters ending June 30, 2019, September 30, 2019 and December 31, 2019 divided by (B) three (3) multiplied by
(y) four (4); and
(d) the calculation of Consolidated EBITDA for the Test Period ending as of March 31, 2020 and each fiscal quarter ending thereafter shall be the
Consolidated EBITDA for the four-quarter period ending as of the last day of the most recently ended fiscal quarter for which financial statements have been or were
required to be delivered to Lenders pursuant to Section 5.04.
“ Solvent ” shall mean, with respect to any Person (a) the fair value and present fair saleable value of the assets of such Person, at a fair valuation, will
exceed its total liabilities (including contingent, subordinated, unmatured and unliquidated liabilities), (b) such Person, on a consolidated basis, has the ability to pay
its debts and liabilities, (including contingent, subordinated, unmatured and unliquidated liabilities) as they become absolute and matured or due in the normal or
usual course of business and (c) such Person, on a consolidated basis, does not have an unreasonably small amount of capital with which to conduct its business.
“ Specified Financial Advisor ” shall have the meaning assigned to such term in Section 5.19.
“ Specified Term Loans ” shall have the meaning assigned to such term in Section 2.12(f).
“ SPV ” shall have the meaning assigned to such term in Section 9.04(i).
“ Statutory Reserves ” shall mean a fraction (expressed as a decimal), the numerator of which is the number one and the denominator of which is the
number one minus the aggregate of the maximum reserve percentages (including any marginal, special, emergency or supplemental reserves) expressed as a decimal
established by the Board and any other banking authority, domestic or foreign, to which the Administrative Agent or any Lender (including any branch, Affiliate or
other fronting office making or holding a Loan) is subject for Eurocurrency Liabilities (as defined in Regulation D of the Board). Eurodollar Loans shall be deemed
to constitute Eurocurrency Liabilities (as defined in Regulation D of the Board) and to be subject to such reserve requirements without benefit of or credit for
proration, exemptions or offsets that may be available from time to time to the Administrative Agent or any Lender under such Regulation D. Statutory Reserves
shall be adjusted automatically on and as of the effective date of any change in any reserve percentage.
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“ Subordinated Debt ” shall mean all unsecured Indebtedness of the Borrower and its Subsidiaries that (a) is expressly subordinated to the prior payment in
full of the Obligations, (b) no part of the principal or interest of which is required to be paid (whether by way of mandatory sinking fund, mandatory redemption or
mandatory prepayment or otherwise) earlier than six months after the later of the Term Loan Maturity Date and the Incremental Term Loan Maturity Date as in
effect at the time of the issuance of such unsecured Indebtedness and (c) that is evidenced by an indenture or other agreement reasonably satisfactory to the
Administrative Agent in respect of subordination and related matters.
“ subsidiary ” shall mean, with respect to any Person (herein referred to as the “ parent ”), any corporation, partnership, limited liability company,
association or other business entity (a) of which securities or other ownership

interests representing more than 50% of the aggregate equity or more than 50% of the aggregate Voting Equity Interests or more than 50% of the aggregate general
partnership interests are, at the time any determination is being made, owned, Controlled or held, or (b) that is, at the time any determination is made, otherwise
Controlled, by the parent or one or more subsidiaries of the parent or by the parent and one or more subsidiaries of the parent.
“ Subsidiary ” shall mean any direct or indirect subsidiary of the Borrower (including any Controlled Physician Affiliate).
“ Subsidiary Guarantor ” shall mean each Subsidiary listed on Schedule 1.01(a) and each other Subsidiary that is or becomes a party to the Guarantee and
Collateral Agreement.
“ Synthetic Lease ” shall mean, as to any Person, any lease (including leases that may be terminated by the lessee at any time) of any property (whether real,
personal or mixed) (a) that is accounted for as an operating lease under GAAP and (b) in respect of which the lessee retains or obtains ownership of the property so
leased for U.S. federal income tax purposes, other than any such lease under which such Person is the lessor.
“ Synthetic Lease Obligations ” shall mean, as to any Person, an amount equal to the capitalized amount of the remaining lease payments under any
Synthetic Lease that would appear on a balance sheet of such person in accordance with GAAP if such obligations were accounted for as Capital Lease Obligations.
“ Synthetic Purchase Agreement ” shall mean any swap, derivative or other agreement or combination of agreements pursuant to which the Borrower or
any Subsidiary is or may become obligated to make (a) any payment in connection with a purchase by any third party from a Person other than the Borrower or any
Subsidiary of any Equity Interest or Restricted Indebtedness or (b) any payment (other than on account of a permitted purchase by it of any Equity Interest or
Restricted Indebtedness) the amount of which is determined by reference to the price or value at any time of any Equity Interest or Restricted Indebtedness; provided
that no phantom stock or other equity-based plan or arrangement providing for payments only to current or former directors, officers or employees of the Borrower
or the Subsidiaries (or to their heirs, transferees or estates) shall be deemed to be a Synthetic Purchase Agreement.
“ Taxes ” shall mean any and all present or future taxes, levies, imposts, duties, deductions, charges, assessments or withholdings of any nature (including
interest, penalties, and additions thereto) that are imposed by any Governmental Authority.
“ Term Borrowing ” shall mean a Borrowing comprised of Term Loans.
25
“ Term Lender ” shall mean a Lender with a Term Loan Commitment or an outstanding Term Loan.
“ Term Loan Commitment ” shall mean, with respect to each Lender, the commitment of such Lender to make Term Loans hereunder as set forth on
Schedule 2.01, in the Incremental Loan Assumption Agreement or in the Assignment and Acceptance pursuant to which such Lender assumed its Term Loan
Commitment, as applicable, as the same may be (a) reduced from time to time pursuant to Section 2.09 and (b) reduced or increased from time to time pursuant to
assignments by or to such Lender pursuant to Section 9.04. The original aggregate principal amount of the Term Loan Commitment on the Closing Date is
$30,000,000.
“ Term Loan Maturity Date ” shall mean March 31, 2020.
“ Term Loans ” shall mean the term loans made by the Lenders to the Borrower pursuant to clause (i) of Section 2.01(a). Unless the context shall otherwise
require, the term “Term Loans” shall include any Incremental Term Loans.

“ Test Period ” shall mean the four-quarter period ending as of the last day of the most recently ended fiscal quarter for which financial statements have
been or were required to be delivered to Lenders pursuant to Section 5.04.
“ Total Debt ” shall mean, at any time, the total Indebtedness (including all paid in-kind interest capitalized pursuant to Section 2.06(d)) of the Borrower and
the Subsidiaries at such time (excluding Indebtedness of the type described in clauses (j) and (l) of the definition of such term, except, in the case of clause (l), to the
extent of any unreimbursed drawings thereunder).
“ Transaction Costs ” shall mean fees and expenses payable in connection with clause (a) of the definition of the term “Transactions”.
“ Transactions ” shall mean, collectively, (a) the execution, delivery and performance by the Loan Parties of the Loan Documents to which they are a party
and the making of the Borrowings hereunder and (b) the payment of the Transaction Costs.
“ Type ,” when used in respect of any Loan or Borrowing, shall refer to the Rate by reference to which interest on such Loan or on the Loans comprising
such Borrowing is determined. For purposes hereof, the term “ Rate ” shall mean the Adjusted LIBO Rate and the Alternate Base Rate.
“ Uniform Customs ” shall have the meaning assigned to such term in Section 9.07.
“ Updated Budget ” shall have the meaning assigned to such term in Section 5.18(a).
“ USA PATRIOT Act ” shall mean The Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism
Act of 2001 (Title III of Pub. L. No. 107-56 (signed into law October 26, 2001)), as amended from time to time (including, for the avoidance of doubt, the Beneficial
Ownership Regulation).
“ Variance Report ” shall have the meaning assigned to such term in Section 5.18(b).
“ Variance Test Period ” shall mean the four-week period ending as of the calendar week immediately prior to the calendar week in which a Variance
Report is required to be delivered to Lenders pursuant to Section 5.18(b).
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“ Voting Equity Interests ” of any Person shall mean any class or classes of Equity Interests pursuant to which the holders thereof have the general voting
power under ordinary circumstances to elect at least a majority of the board of directors of such Person.
“ Weighted Average Life to Maturity ” shall mean, when applied to any Indebtedness at any date, the number of years obtained by dividing: (a) the sum of
the products obtained by multiplying (i) the amount of each then remaining installment, sinking fund, serial maturity or other required payments of principal,
including payment at final maturity, in respect thereof, by (ii) the number of years (calculated to the nearest one-twelfth) that will elapse between such date and the
making of such payment; by (b) the then outstanding principal amount of such Indebtedness.
“ Wholly-Owned Subsidiary ” of any Person shall mean a subsidiary of such Person of which securities (except for directors’ qualifying shares) or other
ownership interests representing 100% of the Equity Interests are, at the time any determination is being made, owned, Controlled or held by such Person or one or
more wholly-owned subsidiaries of such Person or by such Person and one or more wholly-owned Subsidiaries of such Person.
“ Withdrawal Liability ” shall mean liability to a Multiemployer Plan as a result of a complete or partial withdrawal from such Multiemployer Plan, as such
terms are defined in Part I of Subtitle E of Title IV of ERISA.

“ Work Fee Letter ” shall mean the Work Fee Letter, dated as of March 8, 2019, between the Borrower and Credit Suisse, as amended, restated,
supplemented or otherwise modified from time to time.
“ Write-Down and Conversion Powers ” shall mean, with respect to any EEA Resolution Authority, the write-down and conversion powers of such EEA
Resolution Authority from time to time under the Bail-In Legislation for the applicable EEA Member Country, which write-down and conversion powers are
described in the EU Bail-In Legislation Schedule.
“ Yield Differential ” shall have the meaning assigned to such term in Section 2.23(b).
SECTION 1.02 Terms Generally .
The definitions in Section 1.01 shall apply equally to both the singular and plural forms of the terms defined. Whenever the context may require, any
pronoun shall include the corresponding masculine, feminine and neuter forms. The words “include,” “includes” and “including” shall be deemed to be followed by
the phrase “without limitation.” The word “will” shall be construed to have the same meaning and effect as the word “shall”; and the words “asset” and “property”
shall be construed as having the same meaning and effect and to refer to any and all tangible and intangible assets and properties, including cash, securities, accounts
and contract rights. All references herein to Articles, Sections, Exhibits and Schedules shall be deemed references to Articles and Sections of, and Exhibits and
Schedules to, this Agreement unless the context shall otherwise require. Except as otherwise expressly provided herein, (a) any reference in this Agreement to any
Loan Document shall mean such document as amended, restated, supplemented or otherwise modified from time to time, in each case, in accordance with the
express terms of this Agreement, and (b) all terms of an accounting or financial nature shall be construed in accordance with GAAP, as in effect on the date hereof
and consistent with financial statements delivered pursuant to Section 3.05(a). If at any time any change in GAAP would affect the computation of any financial ratio
or any other covenant or requirements set forth in any Loan Document, and either the Borrower or the Required Lenders shall so request, the Administrative Agent,
the Lenders and the Borrower shall negotiate in good faith to amend such ratio, covenant or requirement to preserve the original intent thereof in light of such change
in GAAP (subject to the approval of the Required Lenders); provided that, until so amended, (i) such ratio, covenant
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or requirement shall continue to be computed in accordance with GAAP prior to such change therein and (ii) the Borrower shall provide the Administrative Agent
and the Lenders financial statements and other documents required under this Agreement or as reasonably requested hereunder setting forth a reconciliation between
calculations of such ratio or requirements made before and after giving effect to such change in GAAP.
SECTION 1.03 Pro Forma Calculations .
All pro forma calculations permitted or required to be made by the Borrower or any Subsidiary pursuant to this Agreement shall include only those
adjustments that (a) are permitted or required by Regulation S-X under the Securities Act of 1933, as amended, (b) (i) have been certified by a Financial Officer of
the Borrower as having been prepared in good faith based upon assumptions that were believed to be reasonable at the time such assumptions were made and (ii) are
based on reasonably detailed written assumptions reasonably acceptable to the Administrative Agent, or (c) are required by the definition of “Consolidated
EBITDA.”
SECTION 1.04 Classification of Loans and Borrowings .
For purposes of this Agreement, Loans may be classified and referred to by Class ( e.g. , a “Incremental Term Loan”) or by Type ( e.g. , a “Eurodollar
Loan”) or by Class and Type ( e.g. , a “Eurodollar Term Loan”). Borrowings also may be classified and referred to by Class ( e.g. , a “Term Loan Borrowing”) or by
Type ( e.g. , a “Eurodollar Borrowing”) or by Class and Type ( e.g. , a “Eurodollar Term Loan Borrowing”).
SECTION 1.05 Designation as Senior Debt .

The Loans and other Obligations are hereby designated as “Senior Debt” and “Designated Senior Debt,” as applicable, for all purposes under the indenture
or other agreement governing any Subordinated Debt.

ARTICLE II
The Credits
SECTION 2.01 Commitments .
(a) Subject to the terms and conditions and relying upon the representations and warranties herein set forth, each Lender agrees, severally and not jointly, to
make a Term Loan to the Borrower on the Closing Date in an aggregate principal amount not to exceed its Term Loan Commitment. Amounts paid or prepaid in
respect of Term Loans may not be reborrowed.
(b) Each Lender having an Incremental Term Loan Commitment, severally and not jointly, hereby agrees, subject to the terms and conditions and relying
upon the representations and warranties set forth herein and in the applicable Incremental Loan Assumption Agreement, to make Incremental Term Loans to the
Borrower, in an aggregate principal amount not to exceed its Incremental Term Loan Commitment. Amounts paid or prepaid in respect of Incremental Term Loans
may not be reborrowed.
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SECTION 2.02 Loans .
(a) Each Loan shall be made as part of a Borrowing consisting of Loans made by the Lenders ratably in accordance with their applicable Commitments;
provided , however , that the failure of any Lender to make any Loan shall not in itself relieve any other Lender of its obligation to lend hereunder (it being
understood, however, that no Lender shall be responsible for the failure of any other Lender to make any Loan required to be made by such other Lender). The Loans
comprising any Borrowing shall be in an aggregate principal amount that is equal to the remaining available balance of the applicable Commitments.
(b) Subject to 2.08 and 2.15, each Borrowing shall be comprised entirely of ABR Loans or Eurodollar Loans as the Borrower may request pursuant to
Section 2.03. Each Lender may at its option make any Eurodollar Loan by causing any domestic or foreign branch or Affiliate of such Lender to make such Loan;
provided that any exercise of such option shall not affect the obligation of the Borrower to repay such Loan in accordance with the terms of this Agreement.
Borrowings of more than one Type may be outstanding at the same time; provided, however , that the Borrower shall not be entitled to request any Borrowing that, if
made, would result in more than ten Eurodollar Borrowings outstanding hereunder at any time. For purposes of the foregoing, Borrowings having different Interest
Periods, regardless of whether they commence on the same date, shall be considered separate Borrowings.
(c) Each Lender shall make each Loan to be made by it hereunder on the proposed date thereof by wire transfer of immediately available funds to such
account in New York City as the Administrative Agent may designate not later than 2:00 p.m., New York City time, and the Administrative Agent shall promptly
credit the amounts so received to an account designated by the Borrower in the applicable Borrowing Request or, if a Borrowing shall not occur on such date
because any condition precedent herein specified shall not have been met, return the amounts so received to the respective Lenders.
(d) Unless the Administrative Agent shall have received notice from a Lender prior to the date of any Borrowing that such Lender will not make available to
the Administrative Agent such Lender’s portion of such Borrowing, the Administrative Agent may assume that such Lender has made such portion available to the
Administrative Agent on the date of such Borrowing in accordance with paragraph (c) above and the Administrative Agent may, in reliance upon such assumption,
make available to the Borrower on such date a corresponding amount. If the Administrative Agent shall have so made funds available then, to the extent that such
Lender shall not have made such portion available to the Administrative Agent, such Lender and the Borrower severally agree to repay to the Administrative Agent
forthwith on demand such corresponding amount together with interest thereon, for each

day from the date such amount is made available to the Borrower to but excluding the date such amount is repaid to the Administrative Agent at (i) in the case of the
Borrower, a rate per annum equal to the interest rate applicable at the time to the Loans comprising such Borrowing and (ii) in the case of such Lender, a rate
determined by the Administrative Agent to represent its cost of overnight or short-term funds (which determination shall be conclusive absent manifest error). If
such Lender shall repay to the Administrative Agent such corresponding amount, such amount shall constitute such Lender’s Loan as part of such Borrowing for
purposes of this Agreement.
SECTION 2.03 Borrowing Procedure .
In order to request a Borrowing, the Borrower shall notify the Administrative Agent of such request by telephone (a) in the case of a Eurodollar Borrowing,
not later than 1:00 p.m., New York City time, three Business Days before a proposed Borrowing (or, solely in the case of a Eurodollar Borrowing on the Closing
Date, one Business Day before such proposed Borrowing or such shorter period acceptable to the Administrative Agent), and (b) in the case of an ABR Borrowing,
not later than 1:00 p.m., New York City time, on the day of a proposed Borrowing. Each such telephonic Borrowing Request shall be irrevocable, and shall be
confirmed promptly by hand delivery, fax or other electronic transmission to the Administrative Agent of a written Borrowing Request and shall specify the
following information: (i) whether the Borrowing then being requested is to be a Term Borrowing or an Incremental Term Borrowing is to be a Eurodollar
Borrowing or an ABR Borrowing; (ii) the date of such Borrowing (which shall be a Business Day); (iii) the number and location of the account to which funds are to
be disbursed; (iv) the amount of
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such Borrowing; and (v) if such Borrowing is to be a Eurodollar Borrowing, the Interest Period with respect thereto; provided, however , that, notwithstanding any
contrary specification in any Borrowing Request, each requested Borrowing shall comply with the requirements set forth in Section 2.02. If no election as to the
Type of Borrowing is specified in any such notice, then the requested Borrowing shall be an ABR Borrowing. If no Interest Period with respect to any Eurodollar
Borrowing is specified in any such notice, then the Borrower shall be deemed to have selected an Interest Period of three month’s duration. The Administrative
Agent shall promptly advise the applicable Lenders of any notice given pursuant to this Section 2.03 (and the contents thereof), and of each Lender’s portion of the
requested Borrowing.
SECTION 2.04 Evidence of Debt; Repayment of Loans .
(a) The Borrower hereby unconditionally promises to pay to the Administrative Agent for the account of each Lender the principal amount of each Term
Loan of such Lender as provided in Section 2.11.
(b) Each Lender shall maintain in accordance with its usual practice an account or accounts evidencing the indebtedness of the Borrower to such Lender
resulting from each Loan made by such Lender from time to time, including the amounts of principal and interest payable and paid to such Lender from time to time
under this Agreement.
(c) The Administrative Agent shall maintain accounts in which it will record (i) the amount of each Loan made hereunder, the Class and Type thereof and, if
applicable, the Interest Period applicable thereto, (ii) the amount of any principal or interest due and payable or to become due and payable from the Borrower to
each Lender hereunder and (iii) the amount of any sum received by the Administrative Agent hereunder from the Borrower or any Subsidiary Guarantor and each
Lender’s share thereof.
(d) The entries made in the accounts maintained pursuant to paragraphs (b) and (c) above shall be prima facie evidence of the existence and amounts of the
obligations therein recorded; provided, however , that the failure of any Lender or the Administrative Agent to maintain such accounts or any error therein shall not
in any manner affect the obligations of the Borrower to repay the Loans in accordance with their terms. In the event of any conflict between the accounts of each
Lender maintained pursuant to paragraph (b) and the accounts of the Administrative Agent maintained pursuant to paragraph (c), the accounts maintained by the
Administrative Agent shall control absent manifest error.

(e) Any Lender may request that Loans made by it hereunder be evidenced by a promissory note. In such event, the Borrower shall execute and deliver to
such Lender a promissory note payable to such Lender and its registered assigns and in a form and substance reasonably acceptable to the Administrative Agent and
the Borrower. Notwithstanding any other provision of this Agreement, in the event any Lender shall request and receive such a promissory note, the interests
represented by such note shall at all times (including after any assignment of all or part of such interests pursuant to Section 9.04) be represented by one or more
promissory notes payable to the payee named therein or its registered assigns.
SECTION 2.05 Fees .
(a) [Reserved].
(b) The Borrower agrees to pay to the Administrative Agent, for its own account, the administrative fees set forth in the Agency Fee Letter at the times and
in the amounts specified therein (the “ Administrative Agent Fees ”).
(c) [Reserved].
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(d) The Borrower agrees to pay to each Lender that is a party to this Agreement on the Closing Date for its own account, as fee compensation for the
funding of such Lender’s Term Loans, a closing fee (a “ Closing Fee ”) in an amount equal to 1.00% of the stated principal amount of such Lender’s Term Loans.
Such Closing Fee will be structured as original issue discount and will be in all respects fully earned, due and payable on the Closing Date and non-refundable and
non-creditable thereafter.
(e) All Fees shall be paid on the dates due, in immediately available funds, to the Lenders and/or the Administrative Agent for distribution, if and as
appropriate, among the Lenders. Once paid, none of the Fees shall be refundable under any circumstances absent manifest error in the calculation of such Fees.
SECTION 2.06 Interest on Loans .
(a) Subject to the provisions of Section 2.07, the Loans comprising each ABR Borrowing shall bear interest (computed on the basis of the actual number of
days elapsed over a year of 365 or 366 days, as the case may be) at a rate per annum equal to (i) the Alternate Base Rate paid in cash plus (ii) the Applicable Margin
paid in cash.
(b) Subject to the provisions of Section 2.07, the Loans comprising each Eurodollar Borrowing shall bear interest (computed on the basis of the actual
number of days elapsed over a year of 360 days) at a rate per annum equal to (i) the Adjusted LIBO Rate for the Interest Period in effect for such Borrowing paid in
cash plus (ii) the Applicable Margin paid in cash.
(c) Interest on each Loan shall be payable on the Interest Payment Dates applicable to such Loan except as otherwise provided in this Agreement. The
applicable Alternate Base Rate or Adjusted LIBO Rate for each Interest Period or day within an Interest Period, as the case may be, shall be determined by the
Administrative Agent, and such determination shall be conclusive absent manifest error.
SECTION 2.07 Default Interest .
If (i) the Borrower shall default in the payment of any principal of or interest on any Loan or any other amount due hereunder or under any other Loan
Document, by acceleration or otherwise, (ii) if any Event of Default under Section 7.01(b), 7.01(c), 7.01(g) or 7.01(h) has occurred and is continuing, or (iii) if any
Event of Default under Section 7.01(a), 7.01(d), 7.01(e), 7.01(f), 7.01(i), 7.01(j), 7.01(k), 7.01(l), 7.01(m), 7.01(n), 7.01(o) or 7.01(p) has occurred and is continuing
and the Required Lenders so vote, then, in the case of clause (i) above, until such defaulted amount shall have been paid in full or, in the case of clause (ii) above,
from the date such Event of Default and for so long as such Event of Default is continuing or, in the case of clause (iii) above, from the date such vote has been
exercised by the Required Lenders and for so long as such Event of Default is continuing, to the extent

permitted by law, all amounts outstanding under this Agreement and the other Loan Documents shall bear interest (after as well as before judgment), payable on
demand, (a) in the case of principal, at the rate otherwise applicable to such Loan pursuant to Section 2.06 plus 3.50% per annum and (b) in all other cases, at a rate
per annum (computed on the basis of the actual number of days elapsed over a year of 365 or 366 days, as the case may be, when determined by reference to the
Prime Rate and over a year of 360 days at all other times) equal to the rate that would be applicable to an ABR Loan plus 3.50% per annum.
SECTION 2.08 Alternate Rate of Interest .
In the event, and on each occasion, that on the day two Business Days prior to the commencement of any Interest Period for a Eurodollar Borrowing the
Administrative Agent shall have determined that Dollar deposits in the principal amounts of the Loans comprising such Borrowing are not generally
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available in the London interbank market, or that the rates at which such Dollar deposits are being quoted will not adequately and fairly reflect the cost to the
majority of Lenders of making or maintaining Eurodollar Loans during such Interest Period, or that reasonable means do not exist for ascertaining the Adjusted
LIBO Rate, the Administrative Agent shall, as soon as practicable thereafter, give written or fax notice of such determination to the Borrower and the Lenders. In the
event of any such determination, until the Administrative Agent shall have advised the Borrower and the Lenders that the circumstances giving rise to such notice no
longer exist, any request by the Borrower for a Eurodollar Borrowing pursuant to Section 2.03 or 2.10 shall be deemed to be a request for an ABR Borrowing. Each
determination by the Administrative Agent under this Section 2.08 shall be conclusive absent manifest error.
SECTION 2.09 Termination and Reduction of Commitments .
(a) The Term Loan Commitments (other than any Incremental Term Loan Commitments, which shall terminate as provided in the related Incremental Loan
Assumption Agreement) shall automatically terminate upon the making of the Term Loans on the Closing Date.
(b) Upon at least three Business Days’ prior irrevocable (subject to the following provisos below) written, fax or email notice to the Administrative Agent,
the Borrower may at any time in whole permanently terminate, or from time to time in part permanently reduce, the Term Loan Commitments; provided that if such
notice is for the termination of all of the then outstanding Term Loan Commitments, then the Borrower may revoke such notice and/or extend the termination date by
not more than five Business Days’ written notice; provided, further , that a notice of voluntary termination or reduction hereunder may state that such notice is
conditional upon the consummation of a certain transaction, the effectiveness of other credit facilities or the receipt of the proceeds from the issuance of other
Indebtedness, in which case such notice of termination or reduction, as the case may be, may be revoked by the Borrower (by written notice to the Administrative
Agent on or prior to 1:00 p.m., New York City time, on the specified date of termination or reduction) if such condition is not satisfied; provided, however , that each
partial reduction of the Term Loan Commitments shall be in an integral multiple of $1,000,000 and in a minimum amount of $5,000,000 (but only to the extent that
Term Loan Commitments greater than such amounts are outstanding).
(c) Each reduction in the Term Loan Commitments hereunder shall be made ratably among the applicable Lenders in accordance with their respective
applicable Commitments.
SECTION 2.10 Conversion and Continuation of Borrowings .
The Borrower shall have the right at any time upon prior irrevocable notice to the Administrative Agent (a) not later than 1:00 p.m., New York City time,
one Business Day prior to conversion, to convert any Eurodollar Borrowing into an ABR Borrowing, (b) not later than 1:00 p.m., New York City time, three
Business Days prior to conversion or continuation, to convert any ABR Borrowing into a Eurodollar Borrowing or to continue any Eurodollar Borrowing as a
Eurodollar Borrowing for an additional Interest Period, and (c) not later than 1:00 p.m.,

New York City time, three Business Days prior to conversion, to convert the Interest Period with respect to any Eurodollar Borrowing to another permissible Interest
Period, subject in each case to the following:
(i) each conversion or continuation shall be made pro rata among the Lenders in accordance with the respective principal amounts of the Loans
comprising the converted or continued Borrowing;
(ii) if less than all the outstanding principal amount of any Borrowing shall be converted or continued, then each resulting Borrowing shall satisfy
the limitations specified in Sections 2.02(a) and 2.02(b) regarding the principal amount and maximum number of Borrowings of the relevant Type;
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(iii) each conversion shall be effected by each Lender and the Administrative Agent by recording for the account of such Lender the new Loan of
such Lender resulting from such conversion and reducing the Loan (or portion thereof) of such Lender being converted by an equivalent principal amount;
accrued interest on any Eurodollar Loan (or portion thereof) being converted shall be paid by the Borrower at the time of conversion;
(iv) if any Eurodollar Borrowing is converted at a time other than the end of the Interest Period applicable thereto, the Borrower shall pay, upon
demand, any amounts due to the Lenders pursuant to Section 2.16;
(v) any portion of a Borrowing maturing or required to be repaid in less than one month may not be converted into or continued as a Eurodollar
Borrowing;
(vi) any portion of a Eurodollar Borrowing that cannot be converted into or continued as a Eurodollar Borrowing by reason of the immediately
preceding clause shall be automatically converted at the end of the Interest Period in effect for such Borrowing into an ABR Borrowing;
(vii) [reserved]; and
(viii) upon notice to the Borrower from the Administrative Agent given at the request of the Required Lenders after the occurrence and during the
continuance of a Default or Event of Default, no outstanding Loan may be converted into, or continued as, a Eurodollar Loan.
Each notice pursuant to this Section 2.10 shall be irrevocable and shall refer to this Agreement and specify (i) the identity and amount of the Borrowing that
the Borrower requests be converted or continued, (ii) whether such Borrowing is to be converted to or continued as a Eurodollar Borrowing or an ABR Borrowing,
(iii) if such notice requests a conversion, the date of such conversion (which shall be a Business Day) and (iv) if such Borrowing is to be converted to or continued as
a Eurodollar Borrowing, the Interest Period with respect thereto. If no Interest Period is specified in any such notice with respect to any conversion to or continuation
as a Eurodollar Borrowing, the Borrower shall be deemed to have selected an Interest Period of three month’s duration. The Administrative Agent shall promptly
advise the Lenders of any notice given pursuant to this Section 2.10 and of each Lender’s portion of any converted or continued Borrowing. If the Borrower shall not
have given notice in accordance with this Section 2.10 to continue any Borrowing into a subsequent Interest Period (and shall not otherwise have given notice in
accordance with this Section 2.10 to convert such Borrowing), such Borrowing shall, at the end of the Interest Period applicable thereto (unless repaid pursuant to
the terms hereof), automatically be converted into an ABR Borrowing.
SECTION 2.11 Repayment of Term Borrowings .
(a) [Reserved].
(b) [Reserved].
(c) To the extent not previously paid, all Term Loans shall be due and payable on the Term Loan Maturity Date and the Incremental Term Loan Maturity
Date, as the case may be, together with accrued and unpaid interest on the principal amount to be paid to but excluding the date of payment.
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(d) All repayments pursuant to this Section 2.11 shall be subject to Section 2.12(f) and Section 2.16, but shall otherwise be without premium or penalty.
SECTION 2.12 Voluntary Prepayments .
(a) The Borrower shall have the right at any time and from time to time to prepay any Borrowing, in whole or in part, upon (i) at least three Business Days’
prior written, fax or other electronically transmitted notice (or telephone notice promptly confirmed by written, fax or other electronically transmitted notice) before
1:00 p.m., New York City time, in the case of Eurodollar Loans, to the Administrative Agent or (ii) at least one Business Day prior written, fax or other
electronically transmitted notice (or telephone notice promptly confirmed by written, fax or other electronically transmitted notice) before 1:00 p.m., New York City
time, in the case of ABR Loans, to the Administrative Agent; provided, however, that each partial prepayment shall be in an amount that is an integral multiple of
$500,000 and not less than $1,000,000.
(b) Voluntary prepayments of outstanding Term Loans under this Agreement shall be allocated pro rata between the Term Loans and pro rata among the
Class of Term Loans.
(c) [Reserved].
(d) [Reserved].
(e) Each notice of prepayment shall specify the prepayment date and the principal amount of each Borrowing (or portion thereof) to be prepaid, shall be
irrevocable (subject to the following provisos below) and shall commit the Borrower to prepay such Borrowing by the amount stated therein on the date stated
therein; provided that if such prepayment is for all of the then outstanding Loans, then the Borrower may revoke such notice and/or extend the prepayment date by
not more than one Business Day; provided, further , that a notice of voluntary prepayment may state that such notice is conditional upon the effectiveness of other
credit facilities or the receipt of the proceeds from the issuance of other Indebtedness, in which case such notice of prepayment may be revoked by the Borrower (by
written notice to the Administrative Agent on or prior to 1:00 p.m., New York City time, on the specified date of prepayment) if such condition is not satisfied;
provided, however , that the provisions of Section 2.16 shall apply with respect to any such revocation or extension. All prepayments under this Section 2.12 shall be
subject to Section 2.12(f) and to Section 2.16 but otherwise without premium or penalty. All prepayments under this Section 2.12 shall be accompanied by accrued
and unpaid interest on the principal amount to be prepaid to but excluding the date of payment.
(f) In the event (x) all or any portion of the Term Loans is repaid or prepaid for any reason (including as a result of any mandatory prepayments, voluntary
prepayments, the occurrence of the Term Loan Maturity Date, payments made following acceleration of the Term Loans or after an Event of Default) or (y) the
Term Loans are accelerated after the occurrence of an Event of Default (including as a result of an Event of Default described in Section 7.01(g) or Section 7.01(h)),
by operation of law or otherwise (any event described in clause (x) or (y), an “ Exit Payment Triggering Event ” and, the Term Loans so repaid, prepaid or
accelerated, the “ Specified Term Loans ”), the Borrower shall be required to make a payment to the Lenders in an amount equal to 1.00% of the principal amount of
the Specified Term Loans if such Exit Payment Triggering Event occurs on or prior to the date that is nine (9) months after the Closing Date; provided that such
payment shall increase by an additional 1.00% on each 30th day after the end of such nine (9) month period (the “ Exit Payment ”). Without limiting the generality
of the foregoing, it is understood and agreed that if the Term Loans are accelerated or otherwise become due prior to their maturity date, in each case, as a result of
any Event of Default, by operation of law or otherwise, the applicable Exit Payment will also be due and payable on such date and the Exit Payment shall constitute
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part of the Obligations, in view of the impracticability and extreme difficulty of ascertaining actual damages and by mutual agreement of the parties as to a
reasonable calculation of each Lender’s loss as a result thereof. The premium payable above shall be presumed to be the liquidated damages sustained by each
Lender and each of the Loan

Parties agree that it is reasonable under the circumstances currently existing. EACH OF THE LOAN PARTIES EXPRESSLY WAIVES (TO THE FULLEST
EXTENT IT MAY LAWFULLY DO SO) THE PROVISIONS OF ANY PRESENT OR FUTURE STATUTE OR LAW THAT PROHIBITS OR MAY PROHIBIT
THE COLLECTION OF THE EXIT PAYMENT IN CONNECTION WITH ANY SUCH ACCELERATION. Each of the Loan Parties expressly agrees (to the
fullest extent it may lawfully do so) that (A) the Exit Payment is reasonable and is the product of an arm’s length transaction between sophisticated business people,
ably represented by counsel; (B) the Exit Payment shall be payable notwithstanding the then prevailing market rates at the time payment is made; (C) there has been
a course of conduct between the Lenders and each of the Loan Parties giving specific consideration in this transaction for such agreement to pay the Exit Payment;
and (D) each of the Loan Parties shall be estopped hereafter from claiming differently than as agreed to in this clause (f).
SECTION 2.13 Mandatory Prepayments .
(a) [Reserved].
(b) Not later than the third Business Day following the receipt of Net Cash Proceeds in respect of any Asset Sale (including any Sale and Leaseback
Transaction permitted pursuant to Section 6.03) or any Recovery Event, the Borrower shall apply 100% of the Net Cash Proceeds received therefrom to prepay
outstanding Loans and other Obligations in accordance with Section 2.13(f).
(c) No later than the fifth Business Day after the date on which the financial statements with respect to such fiscal year (commencing with the fiscal year
ending on December 31, 2019) are required to be delivered pursuant to Section 5.04(a), the Borrower shall prepay outstanding Term Loans and other Obligations in
accordance with Section 2.13(f) in an aggregate principal amount equal to the ECF Percentage of Excess Cash Flow for the fiscal year then ended; provided that any
prepayment of outstanding Term Loans pursuant to this Section 2.13(c) in respect of any fiscal year shall only be required in the amount by which the Excess Cash
Flow for such fiscal year exceeds $3,000,000.
(d) In the event that any Loan Party or any subsidiary of a Loan Party shall receive Net Cash Proceeds from the issuance of Disqualified Stock or incurrence
of Indebtedness for money borrowed of any Loan Party or any subsidiary of a Loan Party (other than any cash proceeds from the issuance of Indebtedness for money
borrowed permitted pursuant to Section 6.01), the Borrower shall, substantially simultaneously with (and in any event not later than the third Business Day next
following) the receipt of such Net Cash Proceeds by such Loan Party or such subsidiary, apply an amount equal to 100% of such Net Cash Proceeds to prepay
outstanding Loans and other Obligations in accordance with Section 2.13(f).
(e) So long as the Senior Secured Leverage Ratio for the most recently ended Test Period is greater than 3.00:1.00, in the event and on each occasion that an
Equity Issuance occurs, the Borrower shall, substantially simultaneously with (and in any event not later than the third Business Day next following) the occurrence
of such Equity Issuance, apply 100% (or such lesser percentage required for the Senior Secured Leverage Ratio to be not greater than 3.00:1.00) of the Net Cash
Proceeds therefrom to prepay outstanding Term Loans and other Obligations in accordance with Section 2.13(f).
(f) Mandatory prepayments of outstanding Term Loans under this Agreement shall be allocated pro rata among the Term Loans.
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(g) The Borrower shall deliver to the Administrative Agent, at the time of each prepayment required under this Section 2.13, (i) a certificate signed by a
Financial Officer of the Borrower setting forth in reasonable detail the calculation of the amount of such prepayment and (ii) at least three Business Days prior
written notice of such prepayment. Each notice of prepayment shall specify the prepayment date, the Type of each Loan being prepaid and the principal amount of
each Loan (or portion thereof) to be prepaid. All prepayments of Borrowings under this Section 2.13 shall be subject to Section 2.12(f), as applicable, and
Section 2.16, but shall otherwise be without premium or penalty, and shall be accompanied by accrued and unpaid interest on the principal amount to be prepaid to
but excluding the date of payment.

SECTION 2.14 Reserve Requirements; Change in Circumstances.
(a) Notwithstanding any other provision of this Agreement, if any Change in Law shall: (i) impose, modify or deem applicable any reserve, special deposit
or similar requirement against assets of, deposits with or for the account of or credit extended by any Lender (except any such reserve requirement which is reflected
in the Adjusted LIBO Rate), (ii) subject any Agent or Lender to any Taxes (other than Indemnified Taxes, Excluded Taxes and Other Taxes) on its Loans, loan
principal, Commitments or other obligations, or its deposits, reserves, other liabilities or capital attributable thereto; or (iii) impose on such Lender or the London
interbank market any other condition affecting this Agreement or Eurodollar Loans made by such Lender or participation therein, and the result of any of the
foregoing shall be to increase the cost to such Lender of making or maintaining any Eurodollar Loan or increase the cost to any Lender or purchasing or maintaining
a participation therein or to reduce the amount of any sum received or receivable by such Lender hereunder (whether of principal, interest or otherwise) by an
amount deemed by such Lender to be material, then the Borrower will pay to such Lender upon demand such additional amount or amounts as will compensate such
Lender for such additional costs incurred or reduction suffered.
(b) If any Lender shall have determined that any Change in Law regarding capital adequacy or liquidity requirements has or would have the effect of
reducing the rate of return on such Lender’s capital or on the capital of such Lender’s holding company, if any, as a consequence of this Agreement or the Loans
made to a level below that which such Lender or such Lender’s holding company could have achieved but for such Change in Law (taking into consideration such
Lender’s policies and the policies of such Lender’s holding company with respect to capital adequacy or liquidity requirements) by an amount deemed by such
Lender to be material, then from time to time the Borrower shall pay to such Lender such additional amount or amounts as will compensate such Lender or such
Lender’s holding company for any such reduction suffered.
(c) A certificate of a Lender setting forth the amount or amounts necessary to compensate such Lender or its holding company and the calculation thereof in
reasonable detail, as applicable, as specified in paragraph (a) or (b) above shall be delivered to the Borrower and shall be conclusive absent manifest error. The
Borrower shall pay such Lender the amount shown as due on any such certificate delivered by it within 10 days after its receipt of the same.
(d) Failure or delay on the part of any Lender to demand compensation for any increased costs or reduction in amounts received or receivable or reduction in
return on capital shall not constitute a waiver of such Lender’s right to demand such compensation; provided that the Borrower shall not be under any obligation to
compensate any Lender under paragraph (a) or (b) above with respect to increased costs or reductions with respect to any period prior to the date that is 120 days
prior to such request if such Lender knew or could reasonably have been expected to know of the circumstances giving rise to such increased costs or reductions and
of the fact that such circumstances would result in a claim for increased compensation by reason of such increased costs or reductions; provided further that the
foregoing limitation shall not apply to any increased costs or reductions arising out of the retroactive application of any Change in Law within such 120-day period.
The protection of this Section 2.14 shall be available to each Lender regardless of any possible contention of the invalidity or inapplicability of the Change in Law
that shall have occurred or been imposed.
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SECTION 2.15 Change in Legality.
(a) Notwithstanding any other provision of this Agreement, if any Change in Law shall make it unlawful for any Lender to make or maintain any Eurodollar
Loan or to give effect to its obligations as contemplated hereby with respect to any Eurodollar Loan, then, by written notice to the Borrower and to the
Administrative Agent:
(i) such Lender may declare that Eurodollar Loans will not thereafter (for the duration of such unlawfulness) be made by such Lender hereunder (or
be continued for additional Interest Periods) and ABR Loans will not thereafter (for such duration) be converted into Eurodollar Loans, whereupon any
request for a Eurodollar Borrowing (or to convert an ABR Borrowing to a Eurodollar Borrowing or to continue a Eurodollar Borrowing for an additional
Interest Period) shall, as to such Lender only, be deemed a request for an ABR Loan (or a request to continue an ABR Loan as such for an additional Interest
Period or to convert a

Eurodollar Loan into an ABR Loan, as the case may be), unless such declaration shall be subsequently withdrawn; and
(ii) such Lender may require that all outstanding Eurodollar Loans made by it be converted to ABR Loans, in which event all such Eurodollar Loans
shall be automatically converted to ABR Loans as of the effective date of such notice as provided in paragraph (b) below.
In the event any Lender shall exercise its rights under (i) or (ii) above, all payments and prepayments of principal that would otherwise have been applied to repay
the Eurodollar Loans that would have been made by such Lender or the converted Eurodollar Loans of such Lender shall instead be applied to repay the ABR Loans
made by such Lender in lieu of, or resulting from the conversion of, such Eurodollar Loans.
(b) For purposes of this Section 2.15, a notice to the Borrower by any Lender shall be effective as to each Eurodollar Loan made by such Lender, if lawful,
on the last day of the Interest Period then applicable to such Eurodollar Loan; in all other cases such notice shall be effective on the date of receipt by the Borrower.
SECTION 2.16 Breakage.
The Borrower shall indemnify each Lender against any loss or expense that such Lender may sustain or incur as a consequence of (a) any event, other than a
default by such Lender in the performance of its obligations hereunder, which results in (i) such Lender receiving or being deemed to receive any amount on account
of the principal of any Eurodollar Loan prior to the end of the Interest Period in effect therefor, (ii) the conversion of any Eurodollar Loan to an ABR Loan, or the
conversion of the Interest Period with respect to any Eurodollar Loan, in each case other than on the last day of the Interest Period in effect therefor, or (iii) any
Eurodollar Loan to be made by such Lender (including any Eurodollar Loan to be made pursuant to a conversion or continuation under Section 2.10) not being made
after notice of such Loan shall have been given by the Borrower hereunder (any of the events referred to in this clause (a) being called a “ Breakage Event ”) or
(b) any default in the making of any payment or prepayment required to be made hereunder. In the case of any Breakage Event, such loss shall include an amount
equal to the excess, as reasonably determined by such Lender, of (i) its cost of obtaining funds for the Eurodollar Loan that is the subject of such Breakage Event for
the period from the date of such Breakage Event to the last day of the Interest Period in effect (or that would have been in effect) for such Loan over (ii) the amount
of interest likely to be realized by such Lender in redeploying the funds released or not utilized by reason of such Breakage Event for such period. A certificate of
any Lender setting forth in reasonable detail the calculations of any amount or amounts which such Lender is entitled to receive pursuant to this Section 2.16 shall be
delivered to the Borrower and shall be conclusive absent manifest error.
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SECTION 2.17 Pro Rata Treatment.
Except as required under Section 2.15 and subject to the express provisions of this Agreement which require, or permit, differing payments to be made to
Non-Defaulting Lenders as opposed to Defaulting Lenders, each Borrowing, each payment or prepayment of principal of any Borrowing, each payment of interest
on the Loans, each reduction of the Term Loan Commitments and each conversion of any Borrowing to or continuation of any Borrowing as a Borrowing of any
Type shall be allocated pro rata among the applicable Lenders in accordance with their respective applicable Commitments (or, if such Commitments shall have
expired or been terminated, in accordance with the respective principal amounts of their outstanding Loans). Each Lender agrees that in computing such Lender’s
portion of any Borrowing to be made hereunder, the Administrative Agent may, in its discretion, round each Lender’s percentage of such Borrowing to the next
higher or lower whole Dollar amount.
SECTION 2.18 Sharing of Setoffs.
Each Lender agrees that if it shall, through the exercise of a right of banker’s lien, setoff or counterclaim against the Borrower or any other Loan Party, or
pursuant to a secured claim under Section 506 of Title 11 of the United States Code or other security or interest arising from, or in lieu of, such secured claim,
received by such Lender under any applicable bankruptcy, insolvency or other similar law or otherwise, or by any other means, obtain

payment (voluntary or involuntary) in respect of any Loan or Loans as a result of which the unpaid principal portion of its Loans shall be proportionately less than
the unpaid principal portion of the Loans of any other Lender, it shall be deemed simultaneously to have purchased from such other Lender at face value, and shall
promptly pay to such other Lender the purchase price for, a participation in the Loans of such other Lender, so that the aggregate unpaid principal amount of the
Loans and participations in Loans held by each Lender shall be in the same proportion to the aggregate unpaid principal amount of all Loans then outstanding as the
principal amount of its Loans prior to such exercise of banker’s lien, setoff or counterclaim or other event was to the principal amount of all Loans outstanding prior
to such exercise of banker’s lien, setoff or counterclaim or other event; provided, however, that (i) if any such purchase or purchases or adjustments shall be made
pursuant to this Section 2.18 and the payment giving rise thereto shall thereafter be recovered, such purchase or purchases or adjustments shall be rescinded to the
extent of such recovery and the purchase price or prices or adjustment restored without interest, and (ii) the provisions of this Section 2.18 shall not be construed to
apply to any payment made by the Borrower pursuant to and in accordance with the express terms of this Agreement (including the application of funds arising from
the existence of a Defaulting Lender) or any payment obtained by a Lender as consideration for the assignment of or sale of a participation in any of its Loans to any
assignee or participant, other than to the Borrower or any of its Affiliates (other than pursuant to Section 9.04(l)), as to which the provisions of this Section 2.18 shall
apply. The Borrower expressly consents to the foregoing arrangements and agrees that any Lender holding a participation in a Loan deemed to have been so
purchased may exercise any and all rights of banker’s lien, setoff or counterclaim with respect to any and all moneys owing by the Borrower to such Lender by
reason thereof as fully as if such Lender had made a Loan directly to the Borrower in the amount of such participation.
SECTION 2.19 Payments.
(a) The Borrower shall make each payment (including principal of or interest on any Borrowing or any Fees, premium or other amounts) hereunder and
under any other Loan Document in cash not later than 1:00 p.m., New York City time, on the date when due in immediately available Dollars, without setoff,
defense or counterclaim. All payments received by the Administrative Agent after 1:00 p.m.,
38
New York City time, shall be deemed received on the next succeeding Business Day (in the Administrative Agent’s sole discretion) and any applicable interest,
premium or fee shall continue to accrue. Each such payment shall be made to the Administrative Agent at its offices at Eleven Madison Avenue, New York, NY
10010. The Administrative Agent shall promptly distribute to each Lender any payments received by the Administrative Agent on behalf of such Lender.
(b) Except as otherwise expressly provided herein, whenever any payment (including principal of or interest on any Borrowing or any Fees or other
amounts) hereunder or under any other Loan Document shall become due, or otherwise would occur, on a day that is not a Business Day, such payment may be
made on the next succeeding Business Day, and such extension of time shall in such case be included in the computation of interest or Fees, if applicable.
(c) Unless the Administrative Agent shall have received notice from the Borrower prior to the date on which any payment is due to the Administrative
Agent for the account of the Lenders that the Borrower will not make such payment, the Administrative Agent may assume that the Borrower has made such
payment on such date in accordance herewith and may, in reliance upon such assumption, distribute to the Lenders the amount due. In such event, if the Borrower
does not in fact make such payment, then each of the Lenders severally agrees to repay to the Administrative Agent forthwith on demand the amount so distributed
to such Lender, and to pay interest thereon, for each day from and including the date such amount is distributed to it to but excluding the date of payment to the
Administrative Agent, at a rate reasonably determined by the Administrative Agent to represent its cost of overnight or short-term funds (which determination shall
be conclusive absent manifest error).
(d) If an Event of Default shall have occurred and be continuing and shall not otherwise have been waived, and the maturity of the Obligations shall have
been accelerated pursuant to Section 7.01, all payments or proceeds received by the Administrative Agent and the Collateral Agent hereunder in respect of any of the
Obligations shall

be applied in accordance with the application of proceeds described in Section 6.05 of the Guarantee and Collateral Agreement.
SECTION 2.20 Taxes.
(a) Any and all payments by or on account of any obligation of the Borrower or any other Loan Party hereunder or under any other Loan Document shall be
made free and clear of and without withholding or deduction for any Taxes unless required under applicable law; provided that, if the Borrower or any other Loan
Party shall be required under applicable law to withhold or deduct any Indemnified Taxes or Other Taxes from such payments, then (i) the sum payable shall be
increased as necessary so that after making all required withholding or deductions of Indemnified Taxes or Other Taxes (including withholding or deductions
applicable to additional sums payable under this Section 2.20) the Administrative Agent and each Lender (as the case may be) receives an amount equal to the sum it
would have received had no such deductions for Indemnified Taxes or Other Taxes been made, (ii) the Borrower or such Loan Party shall make such deductions and
(iii) the Borrower or such Loan Party shall pay the full amount deducted to the relevant Governmental Authority in accordance with applicable law.
(b) In addition, the Borrower shall pay any Other Taxes to the relevant Governmental Authority in accordance with applicable law.
(c) The Borrower shall indemnify the Administrative Agent and each Lender, within 10 days after written demand therefor, for the full amount of any
Indemnified Taxes or Other Taxes paid by the Administrative Agent or such Lender, as the case may be, on or with respect to any payment by or on account of any
obligation of the Borrower or any other Loan Party hereunder or under any other Loan Document (including Indemnified Taxes or Other Taxes imposed or asserted
on or attributable to amounts
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payable under this Section 2.20) and any penalties, interest and reasonable out-of-pocket expenses arising therefrom or with respect thereto, whether or not such
Indemnified Taxes or Other Taxes were correctly or legally imposed or asserted by the relevant Governmental Authority. A certificate as to the amount of such
payment or liability delivered to the Borrower by a Lender, or by the Administrative Agent on behalf of itself or a Lender, shall be conclusive as to such amount
absent manifest error.
(d) As soon as practicable after any payment of Taxes by the Borrower or any other Loan Party to a Governmental Authority, the Borrower shall deliver to
the Administrative Agent the original or a certified copy of a receipt issued by such Governmental Authority evidencing such payment, a copy of the return reporting
such payment or other evidence of such payment reasonably satisfactory to the Administrative Agent.
(e) Each Foreign Lender shall furnish to the Borrower and the Administrative Agent, as applicable, two accurate and complete copies of (i) U.S. Internal
Revenue Service Form W-8BEN or W-8BEN-E (or successor form) certifying exemption from or in reduction in the rate of U.S. federal withholding tax under an
applicable treaty to which the United States is a party, (ii) U.S. Internal Revenue Service Form W-8ECI (or successor form) certifying that the income receivable
pursuant to the Loan Documents is effectively connected with the conduct of a trade or business in the United States, (iii) U.S. Internal Revenue Service Form W8IMY (or successor form), together with required attachments, certifying exemption from or reduction in the rate of U.S. federal withholding tax, (iv) in the case of a
Foreign Lender claiming exemption from U.S. federal withholding tax under Section 871(h) or 881(c) of the Code with respect to payments of “portfolio interest,”
U.S. Internal Revenue Service Form W-8BEN or W-8BEN-E (or successor form) together with a statement that (A) such Foreign Lender is not a “bank” within the
meaning of Section 881(c)(3)(A) of the Code, a “10 percent shareholder” of the Borrower within the meaning of Section 881(c)(3)(B) of the Code, or a “controlled
foreign corporation” described in Section 881(c)(3)(C) of the Code and (B) the interest payments in question are not effectively connected with a U.S. trade or
business conducted by such Foreign Lender or (v) forms other than those described in clauses (i) through (iv) as may be prescribed by applicable Laws as a basis for
claiming exemption from or a reduction in U.S. federal withholding tax together with such supplementary documentation as may be necessary to permit the
Borrower or the Administrative Agent to determine the withholding or deduction required to be made. Such forms shall be delivered by each Foreign Lender on or
before the date it becomes a party to this Agreement. In addition, each Foreign Lender shall deliver such forms

promptly upon the obsolescence or invalidity of any form previously delivered by such Foreign Lender. Each Foreign Lender shall promptly notify the Borrower and
the Administrative Agent at any time it determines that it is no longer in a position to provide any previously delivered form (or any other form of certification
adopted by the U.S. taxing authorities for such purpose). Notwithstanding any other provision of this paragraph, a Foreign Lender shall not be required to deliver any
form pursuant to this paragraph that such Foreign Lender is not legally able to deliver.
(f) Each Lender that is not a Foreign Lender shall furnish to the Borrower and the Administrative Agent two accurate and complete copies of U.S. Internal
Revenue Service Form W-9 (or successor form) establishing that the Lender is not subject to U.S. backup withholding tax.
(g) If the Administrative Agent or any Lender determines, in its sole discretion, that it has received a refund or credit in lieu of a refund in respect of any
Taxes as to which it has been indemnified under this Section 2.20 or with respect to which any sum payable hereunder has been increased and paid by the Borrower
under this Section 2.20, it shall pay to the Borrower an amount equal to such refund or credit in lieu of a refund (but only to the extent of indemnity payments made,
or additional amounts paid, by the Borrower under this Section 2.20 with respect to the Taxes giving rise to such refund or credit in lieu of a refund), net of all outof-pocket expenses incurred by the Administrative Agent or such Lender, and without interest (other than any interest paid by the relevant Governmental Authority
with respect to such
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refund); provided that the Borrower, upon the request of the Administrative Agent or such Lender, agrees to promptly repay the amount paid over to the Borrower to
the Administrative Agent or such Lender in the event the Administrative Agent or such Lender is required to repay such refund to such Governmental Authority.
Notwithstanding anything to the contrary in this paragraph (g), in no event will the Administrative Agent or such Lender be required to pay any amount to the
Borrower pursuant to this paragraph (g) the payment which would place the Administrative Agent or such Lender in a less favorable net after-Tax position than the
Administrative Agent or such Lender would have been in if the Tax subject to indemnification and giving rise to such refund had not been deducted, withheld or
otherwise imposed and the indemnification payments or additional amounts with respect to such Tax had never been paid. This paragraph shall not be construed to
require the Administrative Agent or any Lender to make available its tax returns (or any other information which it deems confidential) to the Borrower or any other
Person.
(h) The Administrative Agent and each Lender shall deliver to the Borrower and the Administrative Agent at the time or times prescribed by law and at such
time or times reasonably requested by the Borrower or the Administrative Agent such documentation prescribed by applicable law (including as prescribed by
Section 1471(b)(3)(C)(i) of the Code) and such additional documentation reasonably requested by the Borrower or the Administrative Agent as may be necessary for
the Borrower and the Administrative Agent to comply with their obligations under FATCA and to determine the amount, if any, to deduct and withhold from such
payment. Solely for purposes of this clause (h), “FATCA” shall include any amendments made to FATCA after the date of this Agreement.
SECTION 2.21 Assignment of Commitments under Certain Circumstances; Duty to Mitigate.
(a) In the event (i) any Lender delivers a certificate requesting compensation pursuant to Section 2.14, (ii) any Lender delivers a notice described in
Section 2.15, (iii) the Borrower is required to pay any additional amount to any Lender or any Governmental Authority on account of any Lender pursuant to
Section 2.20, (iv) any Lender refuses to consent to any amendment, waiver or other modification of any Loan Document requested by the Borrower that requires the
consent of a greater percentage of the Lenders than the Required Lenders and such amendment, waiver or other modification is consented to by the Required
Lenders or (v) any Lender is a Defaulting Lender, then, in each case, the Borrower may, at its sole expense and effort (including with respect to the processing and
recordation fee referred to in Section 9.04(b)), upon notice to such Lender and the Administrative Agent, require such Lender to transfer and assign, without recourse
(in accordance with and subject to the restrictions contained in Section 9.04), all of its interests, rights and obligations under this Agreement (or, in the case of clause
(iv) above, all of its interests, rights and obligation with respect to the Class of Loans or Commitments that is the subject of the related

consent, amendment, waiver or other modification) to an Eligible Assignee that shall assume such assigned obligations and, with respect to clause (iv) above, shall
consent to such requested amendment, waiver or other modification of any Loan Documents (which assignee may be another Lender, if a Lender accepts such
assignment); provided that (x) such assignment shall not conflict with any law, rule or regulation or order of any court or other Governmental Authority having
jurisdiction, (y) the Borrower shall have received the prior written consent of the Administrative Agent, which consents shall not unreasonably be withheld,
conditioned or delayed, and (z) the Borrower or such assignee shall have paid to the affected Lender in immediately available funds an amount equal to the sum of
the principal of and interest accrued to the date of such payment on the outstanding Loans of such Lender plus all Fees and other amounts accrued for the account of
or due to such Lender with respect thereto (including any amounts under Sections 2.14 and 2.16); provided further that, if prior to any such transfer and assignment
the circumstances or event that resulted in such Lender’s claim for compensation under Section 2.14, notice under Section 2.15 or the amounts paid pursuant to
Section 2.20, as the case may be, cease to cause such Lender to suffer increased costs or reductions in amounts received or receivable or reduction in return on
capital, or cease to have the consequences specified in Section 2.15, or cease to result in amounts being
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payable under Section 2.20, as the case may be (including as a result of any action taken by such Lender pursuant to paragraph (b) below), or if such Lender shall
waive its right to claim further compensation under Section 2.14 in respect of such circumstances or event or shall withdraw its notice under Section 2.15 or shall
waive its right to further payments under Section 2.20 in respect of such circumstances or event or shall consent to the proposed amendment, waiver, consent or
other modification or shall cease to be a Defaulting Lender, as the case may be, then such Lender shall not thereafter be required to make any such transfer and
assignment hereunder. Each Lender hereby grants to the Administrative Agent an irrevocable power of attorney (which power is coupled with an interest) to execute
and deliver, on behalf of such Lender, as assignor, any Assignment and Acceptance necessary to effectuate any assignment of such Lender’s interests hereunder in
the circumstances contemplated by this Section 2.21(a).
(b) If (i) any Lender shall request compensation under Section 2.14, (ii) any Lender delivers a notice described in Section 2.15 or (iii) the Borrower is
required to pay any additional amount to any Lender or any Governmental Authority on account of any Lender, pursuant to Section 2.20, then such Lender shall use
reasonable efforts (which shall not require such Lender to incur an unreimbursed loss or unreimbursed cost or expense or otherwise take any action inconsistent with
its internal policies or legal or regulatory restrictions or suffer any disadvantage or burden deemed by it to be significant) (x) to file any certificate or document
reasonably requested in writing by the Borrower or (y) to assign its rights and delegate and transfer its obligations hereunder to another of its offices, branches or
affiliates, if such filing or assignment would reduce its claims for compensation under Section 2.14 or enable it to withdraw its notice pursuant to Section 2.15 or
would reduce amounts payable pursuant to Section 2.20, as the case may be, in the future. The Borrower hereby agrees to pay all reasonable documented out-ofpocket costs and expenses incurred by any Lender in connection with any such filing or assignment, delegation and transfer.
SECTION 2.22 [Reserved].
SECTION 2.23 Incremental Loans.
(a) The Borrower may, by written notice to the Administrative Agent from time to time, request prior to the Term Loan Maturity Date, the establishment of
Incremental Term Loan Commitments in an aggregate amount not to exceed the Incremental Term Loan Amount from one or more Incremental Term Lenders, all of
which must be Eligible Assignees. Such notice shall set forth (A) the amount of Incremental Term Loan Commitments being requested (which shall be in minimum
increments of $500,000 and a minimum amount of $1,000,000 or such lesser amount equal to the remaining Incremental Term Loan Amount), (B) the date on which
such Incremental Term Loan Commitments are requested to become effective and (C) in the case of Incremental Term Loan Commitments, whether such
Incremental Term Loan Commitments are commitments to make additional Term Loans having the same terms as the Term Loans on the Closing Date or
commitments to make term loans with terms different from the Term Loans on the Closing Date (the “ Other Term Loans ”).

(b) The Borrower may seek Incremental Term Loan Commitments from existing Lenders (each of which shall be entitled to agree or decline to participate in
its sole discretion) and, subject to the Administrative Agent’s consent (not to be unreasonably withheld, conditioned or delayed), additional banks, financial
institutions and other institutional lenders who will become Incremental Term Lenders in connection therewith. The Borrower and each Incremental Term Lender
shall execute and deliver to the Administrative Agent an Incremental Loan Assumption Agreement and such other documentation as the Administrative Agent shall
reasonably specify to evidence the Incremental Term Loan Commitment of such Person. The terms and provisions of the Incremental Term Loans shall be identical
to those of the Term Loans made pursuant to clause (i) of Section 2.01(a), except as otherwise set forth herein or in the Incremental Loan Assumption Agreement,
and any such terms not consistent with those of such Term Loans shall be reasonably satisfactory to the Administrative Agent. Without the prior written consent of
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the Required Lenders, (i) the final maturity date of any Other Term Loans shall be no earlier than the Term Loan Maturity Date, (ii) the Weighted Average Life to
Maturity of the Other Term Loans shall be no shorter than the Weighted Average Life to Maturity of the Term Loans made pursuant to clause (i) of Section 2.01(a)
and (iii) if the initial yield on such Other Term Loans (as determined by the Administrative Agent to be equal to the sum of (x) the margin above the Adjusted LIBO
Rate on such Other Term Loans (increased by the amount that any “LIBOR floor” applicable to such Other Term Loans at the applicable time exceeds the Adjusted
LIBO Rate at such time) and (y) if such Other Term Loans are initially made at a discount or the Lenders making the same receive a fee directly or indirectly from
the Borrower or any Subsidiary for doing so (the amount of such discount or fee, expressed as a percentage of the Other Term Loans, being referred to herein as “
Discount ”), the amount of such Discount divided by the lesser of (A) the Weighted Average Life to Maturity of such Other Term Loans and (B) four) exceeds the
sum of the Applicable Margin then in effect for Eurodollar Term Loans plus one fourth of the Closing Fees paid pursuant to Section 2.05(d) in respect of the Term
Loans made pursuant to clause (i) of Section 2.01(a) by more than 50 basis points (the amount of such excess above 50 basis points being referred to herein as the “
Yield Differential ”), then each of the Initial Applicable Margin and the Additional Applicable Margin then in effect for Term Loans shall automatically be increased
by the Yield Differential, effective upon the making of the Other Term Loans. The Administrative Agent shall promptly notify each Lender as to the effectiveness of
each Incremental Loan Assumption Agreement. Each of the parties hereto hereby agrees that, upon the effectiveness of any Incremental Loan Assumption
Agreement, this Agreement shall be deemed amended to the extent (but only to the extent) necessary to reflect the existence and terms of the Incremental Term Loan
Commitment and the Incremental Term Loans evidenced thereby, and the Administrative Agent and the Borrower may revise this Agreement to evidence such
amendments.
(c) Notwithstanding the foregoing, no Incremental Term Loan Commitment shall become effective under this Section 2.23 unless (i) on the date of such
effectiveness the conditions set forth in paragraphs (b) and (c) of Section 4.01 shall be satisfied shall be required to be satisfied and (y) at the time of and
immediately after such effectiveness, no Default or Event of Default under Section 7.01(b), (c), (g) or (h) shall have occurred and be continuing) and the
Administrative Agent shall have received a certificate to that effect dated as of such date and executed by a Financial Officer of the Borrower, (ii) the Incremental
Term Loans shall rank pari passu in right of payment and be equal with respect to security under the Loan Documents and none of the obligors or guarantors with
respect thereto shall be a Person that is not a Loan Party, (iii) all fees and expenses owing in respect of such Incremental Term Loan Commitments to the
Administrative Agent and the Lenders shall have been paid and (iv) except as otherwise specified in the applicable Incremental Loan Assumption Agreement, the
Administrative Agent shall have received (with sufficient copies for each Incremental Term Lender) legal opinions, board resolutions and other closing certificates
reasonably requested by the Administrative Agent and consistent with those delivered on the Closing Date under Section 4.02, including, without limitation,
amendments to the Mortgages, datedown endorsements to the title policies, flood zone determinations and the other deliverables, pursuant to Section 4.02(g).
(d) Each of the parties hereto hereby agrees that the Administrative Agent may, in consultation with the Borrower, take any and all action as may be
reasonably necessary to ensure that all Incremental Term Loans (other than Other Term Loans), when originally made, are included in each Borrowing of
outstanding Term Loans on a pro rata basis. With respect to Incremental Term Loans, this may be accomplished by requiring each outstanding Eurodollar Term
Borrowing to be converted into an ABR Term Borrowing on the date of each Incremental Term

Loan, or by allocating a portion of each Incremental Term Loan to each outstanding Eurodollar Term Borrowing on a pro rata basis. Any conversion of Eurodollar
Term Loans to ABR Term Loans reasonably required by the Administrative Agent to effectuate the foregoing shall be subject to Section 2.16. If any Incremental
Term Loan is to be allocated to an existing Interest Period for a Eurodollar Term Borrowing, then the interest rate thereon for such Interest Period and the other
economic consequences thereof shall be as set forth in the applicable Incremental Loan Assumption Agreement.
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SECTION 2.24 Defaulting Lenders.
(a) Notwithstanding anything to the contrary contained in this Agreement, if any Lender becomes a Defaulting Lender, then, until such time as such Lender
is no longer a Defaulting Lender, to the extent permitted by applicable law:
(i) Such Defaulting Lender’s right to approve or disapprove any amendment, waiver or consent with respect to this Agreement shall be restricted as
set forth in the definition of Required Lenders.
(ii) Any payment of principal, interest, fees or other amounts received by the Administrative Agent for the account of such Defaulting Lender
(whether voluntary or mandatory, at maturity, pursuant to Article VII or otherwise) or received by the Administrative Agent from a Defaulting Lender
pursuant to Section 9.06 shall be applied at such time or times as may be determined by the Administrative Agent as follows: first , to the payment of any
amounts owing by such Defaulting Lender to the Administrative Agent hereunder; second , [reserved]; third , [reserved]; fourth , as the Borrower may
request (so long as no Default or Event of Default exists), to the funding of any Loan in respect of which such Defaulting Lender has failed to fund its
portion thereof as required by this Agreement, as determined by the Administrative Agent; fifth , if so determined by the Administrative Agent and the
Borrower, to be held in a deposit account and released pro rata in order to satisfy such Defaulting Lender’s potential future funding obligations with respect
to Loans under this Agreement; sixth , to the payment of any amounts owing to the Lenders as a result of any judgment of a court of competent jurisdiction
obtained by any Lender against such Defaulting Lender as a result of such Defaulting Lender’s breach of its obligations under this Agreement; seventh , so
long as no Default or Event of Default exists, to the payment of any amounts owing to the Borrower as a result of any judgment of a court of competent
jurisdiction obtained by the Borrower against such Defaulting Lender as a result of such Defaulting Lender’s breach of its obligations under this Agreement;
and eighth , to such Defaulting Lender or as otherwise directed by a court of competent jurisdiction; provided that if (x) such payment is a payment of the
principal amount of any Loans in respect of which such Defaulting Lender has not fully funded its appropriate share, and (y) such Loans were made at a
time when the conditions set forth in Section 4.01 were satisfied or waived, such payment shall be applied solely to pay the Loans of all Non-Defaulting
Lenders on a pro rata basis prior to being applied to the payment of any Loans of such Defaulting Lender until such time as all Loans are held by the
Lenders pro rata in accordance with the Commitments. Any payments, prepayments or other amounts paid or payable to a Defaulting Lender that are applied
(or held) to pay amounts owed by a Defaulting Lender pursuant to this Section 2.24(a)(ii) shall be deemed paid to and redirected by such Defaulting Lender,
and each Lender irrevocably consents hereto.
(b) If the Borrower and the Administrative Agent agree in writing that a Lender is no longer a Defaulting Lender, the Administrative Agent will so notify
the parties hereto, whereupon as of the effective date specified in such notice and subject to any conditions set forth therein, that Lender will, to the extent applicable,
purchase at par that portion of outstanding Loans of the other Lenders or take such other actions as the Administrative Agent may determine to be necessary to cause
the Loans to be held pro rata by the Lenders in accordance with the Commitments, whereupon such Lender will cease to be a Defaulting Lender; provided that no
adjustments will be made retroactively with respect to fees accrued or payments made by or on behalf of the Borrower while that Lender was a Defaulting Lender;
and provided , further , that except to the extent otherwise expressly agreed by the affected parties, no change hereunder from Defaulting Lender to Lender will
constitute a waiver or release of any claim of any party hereunder arising from that Lender’s having been a Defaulting Lender.
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SECTION 2.25 Amend and Extend Transactions.
(a) The Borrower may, by written notice to the Administrative Agent from time to time, request an extension (each, an “ Extension ”) of the Term Loan
Maturity Date of any Class of Loans and Commitments to the extended maturity date specified in such notice. Such notice shall (i) set forth the amount of the
applicable Class of Term Loans to be extended (which shall be in minimum increments of $1,000,000 and a minimum amount of $5,000,000), (ii) set forth the date
on which such Extension is requested to become effective (which shall be not less than ten (10) Business Days nor more than sixty (60) days after the date of such
Extension (or such longer or shorter periods as the Administrative Agent shall agree)) and (iii) identify the relevant Class of Term Loans to which such Extension
relates. Each Lender of the applicable Class shall be offered (an “ Extension Offer ”) an opportunity to participate in such Extension on a pro rata basis and on the
same terms and conditions as each other Lender of such Class pursuant to procedures established by, or reasonably acceptable to, the Administrative Agent. If the
aggregate principal amount of Term Loans (calculated on the face amount thereof) in respect of which Lenders shall have accepted the relevant Extension Offer shall
exceed the maximum aggregate principal amount of Term Loans requested to be extended by the Borrower pursuant to such Extension Offer, then the Term Loans
of Lenders of the applicable Class shall be extended ratably up to such maximum amount based on the respective principal amounts (but not to exceed actual
holdings of record) with respect to which such Lenders have accented such Extension Offer.
(b) It shall be a condition precedent to the effectiveness of any Extension that (i) no Default or Event of Default shall have occurred and be continuing
immediately prior to and immediately after giving effect to such Extension, (ii) the representations and warranties set forth in Article III and in each other Loan
Document shall be true and correct in all material respects on and as of the date of such Extension, unless otherwise agreed among the Borrower, the Administrative
Agent and each applicable extending Lender, (iii) [reserved] and (iv) the terms of such Extended Term Loans shall comply with Section 2.25(c).
(c) The terms of each Extension shall be determined by the Borrower and the applicable extending Lender and set forth in an amendment to this Agreement
(which may, at the option of the Administrative Agent, be in the form of an amendment and restatement of this Agreement) providing for Extended Term Loans
pursuant to this Section 2.25; provided that (i) the final maturity date of any Extended Term Loan shall be no earlier than the Term Loan Maturity Date, (ii) (A) there
shall be no scheduled amortization of Extended Term Loans and (B) the average life to maturity of the Extended Term Loans shall be no shorter than the remaining
average life to maturity of the existing Term Loans, (iii) the Extended Term Loans will rank pari passu (or junior) in right of payment and with respect to security
with the existing the Term Loans and the borrower and guarantors of the Extended Term Loans shall be the same as the Borrower and Subsidiary Guarantors with
respect to the existing Term Loans, (iv) the interest rate margin, rate floors, fees, original issue discounts and premiums applicable to any Extended Term Loan shall
be determined by the Borrower and the applicable extending Lender and (v) to the extent the terms of the Extended Term Loans are inconsistent with the terms set
forth herein (except as set forth in clause (i) through (iv) above), such terms shall be reasonably satisfactory to the Administrative Agent.
(d) In connection with any Extension, the Borrower, the Administrative Agent and each applicable extending Lender shall execute and deliver to the
Administrative Agent an amendment to this Agreement (which may, at the option of the Administrative Agent, be in the form of an amendment and restatement of
this Agreement) providing for Extended Term Loans pursuant to this Section 2.25 and such other documentation as the Administrative Agent shall reasonably
specify to evidence the Extension, including, without limitation, amendments to the Mortgages, datedown endorsements to the title policies,
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flood zone determinations and the other deliverables, pursuant to Section 4.02(g). The Administrative Agent shall promptly notify each Lender as to the
effectiveness of each Extension. Any amendment to this Agreement (which may, at the option of the Administrative Agent, be in the form of an amendment and
restatement of this Agreement) providing for Extended Term Loans pursuant to this Section 2.25 may, without the consent of any other Lender, effect such
amendments to this Agreement and the other Loan Documents as may be necessary or appropriate, in the reasonable opinion of the Administrative Agent and the
Borrower, to implement the terms of any such Extension Offer, including any amendments necessary to establish Extended Term Loans as a new Class or tranche of
Term

Loans and such other technical amendments as may be necessary or appropriate in the reasonable opinion of the Administrative Agent and the Borrower in
connection with the establishment of such new Class or tranche (including to preserve the pro rata treatment of the extended and non-extended Classes or tranches)
on terms consistent with this Section 2.25).

ARTICLE III
Representations and Warranties
The Borrower represents and warrants to the Administrative Agent, the Collateral Agent and each of the Lenders that:
SECTION 3.01 Organization; Powers.
The Borrower and each of its Material Subsidiaries (a) is duly organized, validly existing and in good standing under the laws of the jurisdiction of its
organization, (b) has all requisite power and authority to own its property and assets and to carry on its business as now conducted and as proposed to be conducted,
except to the extent that the failure to possess such power and authority could not reasonably be expected to result in, individually or in the aggregate, a Material
Adverse Effect, (c) is qualified to do business in, and is in good standing in, every jurisdiction where such qualification is required, except where the failure so to
qualify or be in good standing could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect, and (d) has the power and
authority to execute, deliver and perform its obligations under each of the Loan Documents and each other agreement or instrument contemplated thereby to which it
is or will be a party and, in the case of the Borrower, to borrow hereunder.
SECTION 3.02 Authorization; No Default.
The Transactions (a) have been duly authorized by all requisite corporate and, if required, stockholder action and (b) will not (i) violate (A) any provision of
(x) any material law, statute, rule or regulation, or (y) the certificate or articles of incorporation or other constitutive documents or by-laws of the Borrower or any
Subsidiary, (B) any material order of any Governmental Authority or (C) any provision of any indenture, agreement or other instrument to which the Borrower or
any Subsidiary is a party or by which any of them or any of their property is or may be bound (in each case which is material to the conduct of their business), (ii) be
in conflict with, result in a breach of or constitute (alone or with notice or lapse of time or both) a default under, or give rise to any right to accelerate or to require
the prepayment, repurchase or redemption of any obligation under any such indenture, agreement or other instrument, in the case of this clause (ii) as could
reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect or (iii) result in the creation or imposition of any Lien upon or with
respect to any material property or assets now owned or hereafter acquired, created, developed or invented by the Borrower or any Subsidiary (other than any Lien
created hereunder or under the Security Documents and/or Liens permitted pursuant to Section 6.02(u)).
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SECTION 3.03 Enforceability.
This Agreement has been duly executed and delivered by the Borrower and constitutes, and each other Loan Document when executed and delivered by
each Loan Party party thereto will constitute, a legal, valid and binding obligation of such Loan Party enforceable against such Loan Party in accordance with its
terms, except as such enforceability may be limited by applicable bankruptcy, insolvency, reorganization, moratorium, or similar laws affecting creditors’ rights
generally and by general principles of equity (regardless of whether enforcement is sought in a proceeding in equity or at law).
SECTION 3.04 Approvals and Consents.

No action, consent or approval of, registration or filing with or any other action by any Governmental Authority or Person is or will be required in
connection with the Transactions, except for (a) the filing of Uniform Commercial Code financing statements and filings with the United States Patent and
Trademark Office and the United States Copyright Office, (b) recordation of the Mortgages and (c) such as have been made or obtained and are in full force and
effect.
SECTION 3.05 Financial Statements; Initial Budget.
(a) The Borrower has heretofore furnished to the Lenders its consolidated balance sheets and related statements of income, stockholder’s equity and cash
flows (i) as of and for the fiscal year ended December 31, 2017, audited by and accompanied by the opinion of BDO USA, LLP; December 31, 2017, audited by and
accompanied by the opinion of BDO USA, LLP; and (ii) as of and for the fiscal quarter and the portion of the fiscal year ended September 30, 2018. Such financial
statements present fairly in all material respects the financial condition and results of operations and cash flows of the Borrower and its consolidated Subsidiaries as
of such dates and for such periods. Such balance sheets and the notes thereto disclose all material liabilities, direct or contingent, of the Borrower and its
consolidated Subsidiaries as of the dates thereof, in accordance with GAAP applied on a consistent basis, in all material respects. Such financial statements were
prepared in accordance with GAAP applied on a consistent basis, in all material respects, subject, in the case of unaudited financial statements, to year-end audit
adjustments and the absence of footnotes.
(b) A true and complete copy of the Initial Budget, as agreed to with the Required Lenders as of the Closing Date, is attached hereto as Exhibit I.
SECTION 3.06 No Material Adverse Effect.
Since December 31, 2016, except as disclosed in the periodic and other reports, proxy statements and other materials filed by the Borrower or any
Subsidiary with the SEC prior to the Closing Date, there has been no event or circumstance that has had or could reasonably be expected to result in, individually or
in the aggregate, a Material Adverse Effect.
SECTION 3.07 Title to Properties; Possession Under Leases.
(a) Each of the Borrower and the Subsidiaries has good and marketable title to, or valid leasehold interests in, all its tangible properties and assets (including
all Mortgaged Property), except for minor defects in title that do not interfere with its ability to conduct its business as currently conducted or to utilize such
properties and assets for their intended purposes and except where the failure to have such title or interest could not reasonably be expected to result in, individually
or in the aggregate, a Material Adverse Effect. All such material tangible properties and assets are free and clear of Liens, other than Liens expressly permitted by
Section 6.02.
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(b) Each of the Borrower and the Subsidiaries has complied with all obligations under all leases to which it is a party and all such leases are in full force and
effect and except where the failure of such compliance or leases to be in full force and effect could not reasonably be expected to result in, individually or in the
aggregate, a Material Adverse Effect. As of the Closing Date, each of the Borrower and the Subsidiaries enjoys peaceful and undisturbed possession under all
material leases.
(c) As of the Closing Date, the Borrower has not received any notice of, nor has any knowledge of, any pending or contemplated material condemnation
proceeding affecting the Mortgaged Properties or any sale or disposition thereof in lieu of condemnation.
(d) As of the Closing Date, none of the Borrower or any of the Subsidiaries is obligated under any right of first refusal, option or other contractual right to
sell, assign or otherwise dispose of any Mortgaged Property or any interest therein.

SECTION 3.08 Subsidiaries.
Schedule 3.08 sets forth as of the Closing Date a list of all Subsidiaries and the percentage ownership interest of the Borrower therein. The shares of capital
stock or other ownership interests so indicated on Schedule 3.08 are fully paid and non-assessable (to the extent such concepts are applicable to the capital stock of
Subsidiaries that are corporations) and are owned by the Borrower, directly or indirectly, free and clear of all Liens (other than Liens created under the Security
Documents).
SECTION 3.09 Litigation; Compliance with Laws.
(a) Except as disclosed in the periodic and other reports, proxy statements and other materials filed by the Borrower or any Subsidiary with the SEC prior to
the Closing Date, there are no actions, suits, investigations or proceedings at law or in equity or by or before any Governmental Authority now pending or, to the
knowledge of the Borrower, threatened in writing against or affecting the Borrower or any Subsidiary or any business, property or rights of any such Person (i) that
involve any Loan Document or the Transactions or (ii) as to which there is a reasonable possibility of a determination that could reasonably be expected to result in,
individually or in the aggregate, a Material Adverse Effect.
(b) The Borrower and its Subsidiaries are in full compliance with the terms of the Permanent Injunction and Final Judgment, entered into on October 21,
2016, by and among the American Addiction Centers, Inc. (formerly known as Forterus, Inc.), Forterus Health Care Services, Inc., ABTTC and the Bureau of MediCal Fraud and Elder Abuse.
(c) None of the Borrower or any of the Subsidiaries or any of their respective properties or assets is in violation of, nor will the continued operation of their
respective properties and assets as currently conducted violate, any law, rule or regulation (including any zoning, building, ordinance, code or approval or any
building permits) or any restrictions of record or agreements affecting the Mortgaged Property, or is in default with respect to any judgment, writ, injunction, decree
or order of any Governmental Authority, where such violation or default could reasonably be expected to result in, individually or in the aggregate, a Material
Adverse Effect. Nothing in the foregoing is to be construed as a representation or warranty with respect to Intellectual Property or noninfringement, which is the
subject matter of Section 3.27.
(d) Certificates of occupancy and material permits are in effect for each Mortgaged Property as currently constructed.
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(e) Each of the Borrower and the Subsidiaries has all permits, licenses, authorizations and all legally required accreditations (including, for the avoidance of
doubt, all material Healthcare Authorizations) for the operation of its business, except where the failure to have any such licenses, authorizations or accreditations,
could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect.
SECTION 3.10 Agreements.
None of the Borrower or any of the Subsidiaries is in default in any manner under any provision of any indenture or other agreement or instrument
evidencing Indebtedness, or any other agreement or instrument to which it is a party or by which it or any of its properties or assets are or may be bound, where such
default could reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect.
SECTION 3.11 Federal Reserve Regulations.
(a) None of the Borrower or any of the Subsidiaries is engaged principally, or as one of its important activities, in the business of extending credit for the
purpose of buying or carrying Margin Stock.

(b) No part of the proceeds of any Loan will be used, whether directly or indirectly, and whether immediately, incidentally or ultimately, for any purpose
that entails a violation of, or that is inconsistent with, the provisions of the Regulations of the Board, including Regulation T, U or X.
SECTION 3.12 Investment Company Act.
None of the Borrower or any Subsidiary is an “investment company” as defined in, or subject to regulation under, the Investment Company Act of 1940.
SECTION 3.13 Use of Proceeds.
The Borrower will (a) use the proceeds of the Loans (other than Incremental Term Loans) for the purposes specified in Schedule 3.13 and (b) use the
proceeds of Incremental Term Loans and Incremental Revolving Credit Loans only for the purposes specified in the applicable Incremental Loan Assumption
Agreement.
SECTION 3.14 Tax Returns.
Each of the Borrower and the Subsidiaries has timely filed (or caused to be filed), or has timely requested an extension to file or has received an approved
extension to file, all federal income and all other Tax returns or materials required to have been filed by it and has paid or caused to be paid all Taxes due and
payable by it and all assessments received by it, except Taxes that are being contested in good faith by appropriate proceedings and for which the Borrower or such
Subsidiary, as applicable, shall have set aside on its books adequate reserves in accordance with GAAP and except any such filings or taxes, fees or charges, the
failure of which to make or pay, could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect.
SECTION 3.15 No Material Misstatements.
Any information, report, financial statement, exhibit or schedule furnished by or on behalf of the Borrower to the Administrative Agent or any Lender, taken
as a whole, in connection with the negotiation of any Loan Document or included therein or delivered pursuant thereto is complete and correct in all material
respects and does not, as of the date on which such information, report, financial statement, exhibit or schedule was furnished, contain any untrue statement of a
material fact or omit to state a material fact
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necessary in order to make the statements contained therein not materially misleading in light of the circumstances under which such information, report, financial
statement, exhibit or schedule was made; provided that to the extent any such information, report, financial statement, exhibit or schedule was based upon or
constitutes a forecast, projection or other forward-looking information, such forecast, projection or other forward-looking information furnished by or on behalf of
the Borrower to the Administrative Agent or any Lender have been prepared in good faith based upon assumptions that Borrower believed to be reasonable at the
time made and at the time made available to the Administrative Agent or any Lender; it being understood and agreed that projections are not a guarantee of financial
performance and actual results may differ from projections and such differences may be material.
SECTION 3.16 Employee Benefit Plans.
With respect to each Plan, the Borrower is in compliance in all respects with the applicable provisions of ERISA and the Code and the regulations
thereunder, except where such non-compliance could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect to the
Borrower. No ERISA Event has occurred or is reasonably expected to occur that, when taken together with all other such ERISA Events, could reasonably be
expected to result in, individually or in the aggregate, a Material Adverse Effect to the Borrower or any of its ERISA Affiliates. The present value of all benefit
liabilities under each Plan (based on the assumptions used for purposes of Financial Accounting Standards Board Accounting Standards Codification 715) did not, as
of the last annual valuation date applicable thereto, exceed the fair market value of the assets of such Plan in such

amount that could reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect, and the present value of all benefit liabilities of all
underfunded Plans (based on the assumptions used for purposes of Financial Accounting Standards Board Accounting Standards Codification 715) did not, as of the
last annual valuation dates applicable thereto, exceed the fair market value of the assets of all such underfunded Plans that could reasonably be expected to result in,
individually or in the aggregate, a Material Adverse Effect. As of the most recent valuation date for each Multiemployer Plan, the potential Withdrawal Liability of
the Borrower and its ERISA Affiliates for a complete or partial withdrawal from such Multiemployer Plan is zero.
SECTION 3.17 Environmental Matters.
Except with respect to any matters that could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect, none of the
Borrower or any of the Subsidiaries (i) has failed to comply with any Environmental Law or to obtain, maintain or comply with any permit, license or other approval
required under any Environmental Law, (ii) to the knowledge of the Borrower, has become subject to any Environmental Liability, (iii) has received notice of any
claim with respect to any Environmental Liability, (iv) knows of any basis for any Environmental Liability or (v) has Released any Hazardous Materials or owned or
operated any real property on which any Hazardous Materials are present, which, in either case, would reasonably be expected to require any investigation or
remedial action by Borrower or of the Subsidiaries pursuant to any Environmental Law.
SECTION 3.18 Insurance.
The properties of the Borrower and its Subsidiaries are insured with financially sound and reputable insurance companies not Affiliates of the Borrower, in
such amounts, with such deductibles and covering such risks as are customarily carried by companies of similar size engaged in similar businesses and owning
similar properties in localities where the applicable Loan Party or the applicable Subsidiary operates. The general liability, casualty, property, terrorism and business
interruption insurance coverage of the Loan Parties as in effect on the Closing Date is outlined as to carrier, policy number, expiration date, type, amount and
deductibles on Schedule 3.18 and such insurance coverage complies with the requirements set forth in this Agreement and the other Loan Documents.
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SECTION 3.19 Security Documents.
(a) Except as enforceability may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar laws affecting the enforcement of
creditors’ rights generally, (i) the Guarantee and Collateral Agreement, upon execution and delivery thereof by the parties thereto, will create in favor of the
Collateral Agent, for the ratable benefit of the Secured Parties, a legal, valid and enforceable security interest in the Collateral (as defined in the Guarantee and
Collateral Agreement) and the proceeds thereof and (ii) when the Pledged Collateral (as defined in the Guarantee and Collateral Agreement) is delivered to the
Collateral Agent, the Lien created under the Guarantee and Collateral Agreement shall constitute a fully perfected first priority Lien on, and security interest in, all
right, title and interest of the Loan Parties in such Pledged Collateral, in each case prior and superior in right to any other Person, other than with respect to the rights
of Persons pursuant to Permitted Liens (other than Permitted Liens described in Section 6.02(u)) and (iii) when financing statements in appropriate form are filed in
the appropriate offices, the Lien created under the Guarantee and Collateral Agreement will constitute a fully perfected first priority Lien on, and security interest in,
all right, title and interest of the Loan Parties in such Collateral in which a security interest may be perfected by filing (other than in respect of the Intellectual
Property as set forth in clause (b) below), in each case prior and superior in right to any other Person, other than with respect to the rights of Persons pursuant to
Permitted Liens (other than Permitted Liens described in Section 6.02(u)).
(b) Upon the recordation of the Guarantee and Collateral Agreement (or a short-form security agreement in form and substance reasonably satisfactory to
the Borrower and the Collateral Agent) with the United States Patent and Trademark Office and the United States Copyright Office, together with the financing
statements in appropriate form filed in the appropriate offices, the Lien created under the Guarantee and Collateral Agreement shall constitute a fully perfected first
priority Lien on, and security interest in, all right, title and interest of the Loan Parties in the registered Intellectual Property (as defined in the Guarantee and
Collateral Agreement) in which a security interest may be perfected by filing in the United States and its territories and possessions, in each case prior and superior
in

right to any other Person, other than with respect to the rights of Persons pursuant to Permitted Liens (other than Permitted Liens described in Section 6.02(u)) (it
being understood that subsequent recordings in the United States Patent and Trademark Office and the United States Copyright Office may be necessary to perfect a
Lien on registered trademarks and patents, trademark and patent applications and registered copyrights acquired by the Loan Parties after the date hereof).
(c) Except as enforceability may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar laws affecting the enforcement of
creditors’ rights generally, the Mortgages, if any, when delivered, are effective to create in favor of the Collateral Agent, for the ratable benefit of the Secured
Parties, a legal, valid and enforceable Lien on all of the Loan Parties’ right, title and interest in and to the Mortgaged Property thereunder and the proceeds thereof,
and when the Mortgages are filed in the appropriate offices, the Mortgages shall constitute a fully perfected first priority Lien on, and security interest in, all right,
title and interest of the Loan Parties in such Mortgaged Property and the proceeds thereof, in each case prior and superior in right to any other Person, other than with
respect to the rights of Persons pursuant to Permitted Liens (other than Permitted Liens described in Section 6.02(u)).
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SECTION 3.20 Location of Real Property and Leased Premises.
(a) Schedule 3.20(a) lists completely and correctly as of the Closing Date all real property owned by the Borrower and the Subsidiaries and the addresses
thereof. The Borrower and the Subsidiaries own in fee all the real property set forth on Schedule 3.20(a).
(b) Schedule 3.20(b) lists completely and correctly as of the Closing Date all real property leased by the Borrower and the Subsidiaries where any tangible
personal property having a value in excess of $2,000,000 is located and the addresses thereof. The Borrower and the Subsidiaries have valid leases in all the real
property set forth on Schedule 3.20(b).
SECTION 3.21 Labor Matters.
As of the Closing Date, there are no strikes, lockouts or slowdowns against the Borrower or any Subsidiary pending or, to the knowledge of the Borrower,
threatened in writing. Except as could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect, the hours worked by and
payments made to employees of the Borrower and the Subsidiaries have not been in violation of the Fair Labor Standards Act or any other applicable Federal, state,
local or foreign law dealing with such matters. Except as could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect, all
payments due from the Borrower or any Subsidiary, or for which any claim may be made against the Borrower or any Subsidiary, on account of wages and employee
health and welfare insurance and other benefits, have been paid or accrued as a liability on the books of the Borrower or such Subsidiary. The consummation of the
Transactions will not give rise to any right of termination or right of renegotiation on the part of any union under any collective bargaining agreement to which the
Borrower or any Subsidiary is bound.
SECTION 3.22 Solvency.
Immediately after the consummation of the Transactions to occur on each of the Closing Date and immediately following the making of each Loan and after
giving effect to the application of the proceeds of each Loan, the Borrower and its Subsidiaries, on a consolidated basis, are Solvent.
SECTION 3.23 Senior Indebtedness.
The Obligations constitute “Senior Debt” and “Designated Senior Debt,” as applicable, under the indenture or other agreement governing any Subordinated
Debt then outstanding.
SECTION 3.24 Sanctioned Persons.

None of the Borrower or any Subsidiary or any director, officer, agent, employee or Affiliate of the Borrower or any Subsidiary is currently the subject or
target of any sanctions administered by the U.S. government (including the Office of Foreign Assets Control of the U.S. Department of the Treasury and the U.S.
Department of State), the United Nations Security Council, the European Union or any European Union member state, the United Kingdom (including Her Majesty’s
Treasury) or any other relevant national or supra-national sanctions authority (collectively, “ Sanctions ”); and the Borrower will not, directly or indirectly, use the
proceeds of the Loans or otherwise make available such proceeds to any Person to finance any activities or business of or with any Person that is the subject or target
of any Sanctions, or in any Designated Jurisdiction, or otherwise in any manner that constitutes or would give rise to a violation of Sanctions by any Person,
including any Lender.
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SECTION 3.25 USA PATRIOT Act.
To the extent applicable, each Loan Party is in compliance with all laws or regulations concerning or relating to terrorism financing or money laundering,
including the USA PATRIOT Act.
SECTION 3.26 Foreign Corrupt Practices Act.
Each of the Borrower and the Subsidiaries and their respective directors, officers, agents, employees and any Person acting for or on behalf of the Borrower
or any Subsidiary, has complied with, and will comply with, the U.S. Foreign Corrupt Practices Act, as amended from time to time (the “ FCPA ”), and any other
applicable anti-bribery, anti-terrorism or anti-corruption law, and it and they have not made, offered, promised or authorized, and will not make, offer, promise or
authorize, whether directly or indirectly, any payment of anything of value to a Government Official while knowing or having a reasonable belief that all or some
portion will be used for the purpose of: (a) influencing any act, decision or failure to act by a Government Official in his or her official capacity, (b) inducing a
Government Official to use his or her influence with a government or instrumentality to affect any act or decision of such government or entity or (c) securing an
improper advantage, in each case in order to obtain, retain, or direct business; and the Borrower will not, directly or indirectly, use the proceeds of the Loans or
otherwise make available such proceeds to any Government Official while knowing or having a reasonable belief that all or some portion will be used for any of the
purposes in clause (a), (b) or (c) above, or otherwise in any manner that constitutes or would give rise to a violation of the FCPA or any other applicable anti-bribery,
anti-terrorism or anti-corruption law.
SECTION 3.27 Intellectual Property.
(a) Except as could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect, each of the Borrower and the
Subsidiaries own, or hold licenses in or sufficient rights to use, the Intellectual Property used in and necessary to the conduct of the business of the Borrower and
each of the Subsidiaries as such business is currently conducted. Attached hereto as Schedule 3.27(a) (which the Borrower may amend from time to time provided
that notice and copies thereof are provided to the Administrative Agent in accordance with Section 5.13 is a true, correct, and complete listing of all material
(i) issued patents and patent applications, (ii) registered trademarks and trademark applications, (iii) registered domain names and (iv) registered copyrights and
works for which an application to register the copyright has been filed, as to which the Borrower or any Subsidiary is the owner and which is used in and necessary
to the conduct of the business of the Borrower and each of the Subsidiaries as such business is currently conducted. Except as could not reasonably be expected to
result in, individually or in the aggregate, a Material Adverse Effect, no claim has been asserted in writing and is pending by any Person challenging or questioning
the use of any such Intellectual Property or the validity or effectiveness of any such Intellectual Property, nor does the Borrower or any Subsidiary know of any valid
basis for any such claim. To the knowledge of each of the Borrower and the Subsidiaries, the conduct of the business of each of the Borrower and the Subsidiaries as
currently conducted does not infringe, misappropriate or otherwise violate the Intellectual Property of any Person, except as could not reasonably be expected to
result in, individually or in the aggregate, a Material Adverse Effect.

(b) To the knowledge of each of the Borrower and the Subsidiaries, on and as of the date hereof, there is no material violation by others of any right of the
Borrower or any Subsidiary with respect to any Intellectual Property owned by the Borrower or any Subsidiary.
(c) The Borrower and each of the Subsidiaries have taken actions reasonably necessary to protect their respective material Intellectual Property owned by
the Borrower or any Subsidiary, including, to the extent necessary, (i) protecting the secrecy and confidentiality of the confidential information and trade secrets of
the Borrower and the Subsidiaries, (ii) taking commercially reasonable steps to prevent any trade secret of the Borrower or any Subsidiary from falling into the
public domain and (iii) using commercially reasonable efforts to protect the secrecy and confidentiality of all software of which the Borrower or any Subsidiary is
the owner.
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(d) Each of the Borrower and the Subsidiaries has made all reasonably necessary payments, filings and recordations to protect and maintain its interest in
material registered Intellectual Property used in the conduct of the business of each of the Borrower and the Subsidiaries as currently conducted in the United States
of America or any other jurisdiction in which such material registered Intellectual Property is filed, including (i) making all necessary registration, maintenance, and
renewal fee payments, and (ii) filing all reasonably necessary documents, including all applications for registration of copyright, trademarks and patents with respect
to such material registered Intellectual Property.
(e) Except as could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect, the Borrower and each of the
Subsidiaries is in compliance with all agreements relating to the license or transfer of Intellectual Property to or from the Borrower or any Subsidiary.
SECTION 3.28 Healthcare Matters.
(a) Each of the Borrower and its Subsidiaries is in compliance with all Healthcare Laws applicable to it and its assets, business or operations, except such
non-compliance that could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect. To the extent any of the following
would violate any law applicable to the Borrower or any Subsidiary and except where such non-compliance could not reasonably be expected to result in,
individually or in the aggregate, a Material Adverse Effect, no officer, manager or, to Borrower’s knowledge, employee of Borrower or any Subsidiary or Person
with a “direct or indirect ownership interest” (as that phrase is defined in 42 C.F.R. §420.201) in any Loan Party has: (i) had a civil monetary penalty assessed
against him or her pursuant to 42 U.S.C. §1320a-7a; (ii) been convicted (as that term is defined in 42 C.F.R. §1001.2) of any of those offenses described in 42 U.S.C.
§1320a-7b or 18 U.S.C. §§669, 1035, 1347, 1518, including any of the following categories of offenses: (A) criminal offenses under federal or state law relating to
patient neglect or abuse in connection with the delivery of a healthcare item or service, (B) criminal offenses under laws related to fraud and abuse, theft,
embezzlement, false statements to third parties, money laundering, kickback, breach of fiduciary responsibility or other financial misconduct in connection with the
delivery of a healthcare item or service or with respect to any act or omission in a program operated by or financed in whole or in part by any federal, state or local
governmental agency, (C) laws relating to the interference with or obstruction of any investigations into any criminal offenses described in this Section 3.28, or
(D) criminal offenses under laws relating to the unlawful manufacturing, distribution, prescription or dispensing of a controlled substance; or (iii) been named in a
Governmental Authority unsealed complaint made, or any other action taken pursuant to, the False Claims Act.
(b) To the Borrower’s knowledge, there is no audit, claim, action, suit, investigation or administrative or other legal proceeding pending or threatened in
writing against the Borrower or any Subsidiary relating to the Borrower’s or any Subsidiary’s participation in any Nongovernmental Payor program, except as could
not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect. To the Borrower’s knowledge, no Nongovernmental Payor has
requested or threatened in writing any recoupment, refund or set-off from the Borrower or any Subsidiary, which could reasonably be expected to result in,
individually or in the aggregate, a Material Adverse Effect. To the Borrower’s knowledge, there is no suit, claim, action, proceeding, arbitration, mediation or
investigation pending or received or threatened in writing against the Borrower or any of Subsidiaries which relates in any way to a violation of any legal
requirement pertaining to any Nongovernmental Payor, except where any such violation could not reasonably be expected to result in, individually or in the
aggregate, a Material Adverse Effect.
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(c) Except as could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect on the ability of the Borrower and the
Subsidiaries to conduct their respective businesses in the ordinary course consistent with past practice, each of the Borrower and Subsidiaries is in compliance with
all applicable Healthcare Laws regarding the selection, deselection, and credentialing of employed contractors of professional services, including, but not limited to,
verification of licensing status and eligibility for reimbursement under Nongovernmental Payor programs. Except as could not reasonably be expected to result in,
individually or in the aggregate, a Material Adverse Effect on the ability of the Borrower and Subsidiaries to conduct their respective businesses in the ordinary
course consistent with past practice, all of Borrower’s and the Subsidiaries’ employed contractors of professional services are properly licensed and hold appropriate
clinical privileges and provider numbers, as applicable, for the services which they provide.
(d) Each of the Borrower and the Subsidiaries has all Healthcare Authorizations for the operation of its business, except where the failure to have any such
Healthcare Authorizations to operate its business could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect. All
Healthcare Authorizations have been duly obtained and are in full force and effect without any known conflict with the rights of others and free from any
restrictions, except where the failure to duly obtain such Healthcare Authorizations and maintain them in full force and effect without any known conflict with the
rights of others and free from restrictions could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect.
(e) To the extent applicable to Borrower, any Subsidiary, or any Person acting on behalf of Borrower or any Subsidiary, and for so long as (1) Borrower, any
Subsidiary, or any Person acting on behalf of Borrower or any Subsidiary, is a “covered entity” as defined in 45 C.F.R. § 160.103, (2) Borrower, any Subsidiary, or
any Person acting on behalf of Borrower or any Subsidiary, is a “business associate” as defined in 45 C.F.R. § 160.103, (3) Borrower, any Subsidiary, or any Person
acting on behalf of Borrower or any Subsidiary, is subject to or covered by the HIPAA Administrative Requirements codified at 45 C.F.R. Parts 160 & 162 and/or
the HIPAA Security and Privacy Requirements codified at 45 C.F.R. Parts 160 & 164, and/or (4) Borrower, any Subsidiary, or any Person acting on behalf of
Borrower or any Subsidiary, sponsors any “group health plans” as defined in 45 C.F.R. § 160.103, Borrower, such Subsidiary or any Person acting on behalf of
Borrower or any Subsidiary, as the case may be, is compliant with HIPAA, except any noncompliance that could not reasonably be expected to result in, individually
or in the aggregate, a Material Adverse Effect.

ARTICLE IV
Conditions of Lending
The obligations of the Lenders to make Loans hereunder are subject to the satisfaction of the following conditions:
SECTION 4.01 All Credit Events . On the date of each Borrowing (other than a conversion or a continuation of a Borrowing) (each such event being called
a “ Credit Event ”):
(a) The Administrative Agent shall have received a notice of such Borrowing as required by Section 2.03 (or such notice shall have been deemed given in
accordance with Section 2.02).
(b) The representations and warranties set forth in Article III and in each other Loan Document shall be true and correct in all material respects on and as of
the date of such Credit Event with the same effect as though made on and as of such date, except to the extent such representations and warranties expressly relate to
an earlier date and except that such materiality qualifier shall not be applicable to any representation and warranty that is already qualified by materiality.
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(c) At the time of and immediately after such Credit Event, no Default or Event of Default shall have occurred and be continuing.
Each Credit Event shall be deemed to constitute a representation and warranty by the Borrower on the date of such Credit Event as to the matters specified
in paragraphs (b) and (c) of this Section 4.01.
SECTION 4.02 First Credit Event . Except as otherwise expressly set forth on Schedule 5.17, on the Closing Date:
(a) The Administrative Agent shall have received, on behalf of itself and the Lenders, a written opinion of (i) Cozen O’Connor P.C., California, Delaware,
Massachusetts, New York and Texas counsel to the Borrower and the other Loan Parties and (ii) Ballard Spahr LLP, Nevada counsel to the Loan Parties, in each
case, (x) dated the Closing Date, (y) addressed to the Administrative Agent and the Lenders, and (z) covering such matters relating to the Loan Documents and the
Transactions as the Administrative Agent shall reasonably request, and the Borrower hereby requests such counsel to deliver such opinions.
(b) The Administrative Agent shall have received (i) a copy of the certificate or articles of incorporation, including all amendments thereto, of each Loan
Party, certified as of a date acceptable to the Administrative Agent by the Secretary of State of the state of its organization, and a certificate as to the good standing
of each Loan Party as of a recent date, from such Secretary of State; (ii) a certificate of the Secretary or Assistant Secretary of each Loan Party dated the Closing
Date and certifying (A) that attached thereto is a true and complete copy of the by-laws of such Loan Party as in effect on the Closing Date and at all times since a
date prior to the date of the resolutions described in clause (B) below, (B) that attached thereto is a true and complete copy of resolutions duly adopted by the board
of directors of such Loan Party authorizing the execution, delivery and performance of the Loan Documents to which such Person is a party and, in the case of the
Borrower, the borrowings hereunder, and that such resolutions have not been modified, rescinded or amended and are in full force and effect, (C) that the certificate
or articles of incorporation of such Loan Party have not been amended since the date of the last amendment thereto shown on the certificate of good standing
furnished pursuant to clause (i) above, and (D) as to the incumbency and specimen signature of each officer executing any Loan Document or any other document
delivered in connection herewith on behalf of such Loan Party; (iii) a certificate of another officer as to the incumbency and specimen signature of the Secretary or
Assistant Secretary executing the certificate pursuant to clause (ii) above; and (iv) such other documents as the Lenders or the Administrative Agent may reasonably
request.
(c) The Administrative Agent shall have received a certificate, dated the Closing Date and signed by a Financial Officer of the Borrower, confirming
compliance with the conditions precedent set forth in paragraphs (b) and (c) of Section 4.01 and paragraph (i) of this Section 4.02.
(d) The Administrative Agent and the Lenders shall have received all Fees and other amounts due and payable on or prior to the Closing Date, including, to
the extent invoiced, reimbursement or payment of all reasonable out-of-pocket expenses required to be reimbursed or paid by the Borrower hereunder or under any
other Loan Document.
(e) The Security Documents shall have been duly executed by each Loan Party that is to be a party thereto and shall be in full force and effect on the Closing
Date. The Collateral Agent on behalf of the Secured Parties shall have a security interest in the Collateral of the type and priority described in each Security
Document.
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(f) The Collateral Agent shall have received a Perfection Certificate with respect to the Loan Parties dated the Closing Date and duly executed by a
Responsible Officer of the Borrower, and shall have received the results of a search of the Uniform Commercial Code filings (or equivalent filings) made with
respect to the Loan Parties in the states (or other jurisdictions) of formation of such Persons, in which the chief executive office of each such Person is located and in
the other jurisdictions in which such Persons maintain property, in each case as indicated on such Perfection Certificate, together with copies of the financing
statements (or similar documents) disclosed by such search, and accompanied by evidence reasonably satisfactory to the Collateral Agent that the Liens indicated in
any

such financing statement (or similar document) would be permitted under Section 6.02 or have been or will be contemporaneously released or terminated.
(g) [Reserved].
(h) The Administrative Agent shall have received a copy of, or a certificate as to coverage under, the insurance policies required by Section 5.02 and the
applicable provisions of the Security Documents, each of which shall be endorsed or otherwise amended to include a customary lender’s loss payable endorsement
and to name the Collateral Agent as additional insured, in form and substance reasonably satisfactory to the Administrative Agent.
(i) Immediately after giving effect to the Transactions and the other transactions contemplated hereby, the Borrower and the Subsidiaries shall have
outstanding no Indebtedness or preferred stock other than (i) Indebtedness outstanding under this Agreement, (ii) Indebtedness outstanding under the Existing Credit
Agreement and (iii) Indebtedness set forth on Schedule 6.01.
(j) The Lenders shall have received the financial statements referred to in Section 3.05.
(k) The Administrative Agent and the Lenders shall have received a certificate from the chief financial officer of the Borrower in form and substance
reasonably satisfactory to the Administrative Agent certifying that the Borrower and its Subsidiaries, on a consolidated basis after giving effect to the Transactions,
are Solvent.
(l) All requisite Governmental Authorities and third parties shall have approved or consented to the Transactions and the other transactions contemplated
hereby to the extent required, all applicable appeal periods shall have expired and there shall not be any pending or threatened litigation, governmental,
administrative or judicial action that could reasonably be expected to restrain, prevent or impose burdensome conditions on the Transactions or the other transactions
contemplated hereby in any material respect.
(m) The Administrative Agent and the Lenders shall have received, at least five Business Days prior to the Closing Date, all documentation and other
information required by regulatory authorities under applicable “know your customer” and anti-money laundering rules and regulations, including the USA
PATRIOT Act.
(n) The Administrative Agent shall have received an executed copy of the Intercreditor Agreement, and the Intercreditor Agreement shall be in full force
and effect.
(o) All conditions precedent to the effectiveness of Amendment and Waiver No. 1 shall have been satisfied and Amendment and Waiver No. 1 shall be in
full force and effect.
(p) The Administrative Agent and the Lenders shall have received from the Loan Parties an initial 13-week budget that is in form and substance reasonably
satisfactory to the Required Lenders (it being understood and agreed that the budget attached hereto as Exhibit I is reasonably satisfactory to the Required Lenders)
(the “ Initial Budget ”).
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ARTICLE V
Affirmative Covenants
The Borrower covenants and agrees with each Lender that so long as this Agreement shall remain in effect and until the Commitments have been terminated
and the principal of and interest on each Loan, all Fees and all other expenses or amounts payable under any Loan Document shall have been paid in full, unless the
Required Lenders shall otherwise consent in writing, the Borrower will, and will cause each of the Subsidiaries to:
SECTION 5.01 Existence; Compliance with Laws; Businesses and Properties .

(a) Do or cause to be done all things reasonably necessary to preserve, renew and keep in full force and effect its legal existence, except as otherwise
expressly permitted under Section 6.05.
(b) Do or cause to be done all things reasonably necessary to obtain, preserve, renew, extend and keep in full force and effect the rights, licenses, permits,
franchises, authorizations, registrations, patents, copyrights, trademarks and trade names material to the conduct of its business (including, for the avoidance of
doubt, the Healthcare Authorizations), except as could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect; maintain
and operate such business in substantially the manner in which it is presently conducted and operated (other than as permitted by Section 6.08); comply in all
material respects with all applicable laws, rules, regulations and decrees and orders of any Governmental Authority, whether now in effect or hereafter enacted,
except as could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect; and at all times maintain and preserve all
property material to the conduct of such business and keep such property in good repair, working order and condition (ordinary wear and tear and casualty or
condemnation exempt) and from time to time make, or cause to be made, all repairs, renewals, additions, improvements and replacements thereto that are required or
necessary to the conduct of their business, except as could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect.
(c) Comply with all Contractual Obligations and Requirements of Law (including, without limitation ERISA, Sanctions, the USA PATRIOT Act, the FCPA,
all applicable anti-bribery, anti-terrorism, anti-money laundering laws and all applicable Environmental Laws), except, other than in the case of the USA PATRIOT
Act, the FCPA or Sanctions, (x) to the extent that failure to comply therewith could not reasonably be expected to result in, individually or in the aggregate, a
Material Adverse Effect or (y) such instances in which such Contractual Obligation or Requirement of Law is being contested in good faith by appropriate
proceedings diligently conducted.
SECTION 5.02 Insurance .
(a) Keep its insurable properties adequately insured at all times by financially sound and reputable insurers; maintain such other insurance, to such extent
and against such risks, including fire and other risks insured against by extended coverage, as is customary with companies in the same or similar businesses
operating in the same or similar locations, including public liability insurance against claims for personal injury or death or property damage occurring upon, in,
about or in connection with the use of any properties owned, occupied or controlled by it; and maintain such other insurance as may be required by law.
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(b) Subject to the terms of the Intercreditor Agreement, cause all such policies covering any Collateral to be endorsed or otherwise amended to include a
customary lender’s loss payable endorsement, in form and substance reasonably satisfactory to the Administrative Agent and the Collateral Agent, which
endorsement shall provide, to the extent such provisions are obtainable by the use of commercially reasonable efforts, that, from and after the Closing Date, if the
insurance carrier shall have received written notice from the Administrative Agent or the Collateral Agent of the occurrence of an Event of Default, the insurance
carrier shall pay all proceeds otherwise payable to the Borrower or the Loan Parties under such policies directly to the Collateral Agent; cause all such policies to
provide that neither the Borrower, the Administrative Agent, the Collateral Agent nor any other party shall be a coinsurer thereunder and to contain a “Replacement
Cost Endorsement”, without any deduction for depreciation, and such other provisions as the Administrative Agent or the Collateral Agent may reasonably require
from time to time to protect their interests; if requested by the Collateral Agent, deliver original or certified copies of all such policies to the Collateral Agent; will
use commercially reasonable efforts to cause each such policy to provide that it shall not be canceled, modified or not renewed (i) by reason of nonpayment of
premium upon not less than 10 days’ prior written notice thereof by the insurer to the Administrative Agent and the Collateral Agent (giving the Administrative
Agent and the Collateral Agent the right to cure defaults in the payment of premiums) or (ii) for any other reason upon not less than 30 days’ prior written notice
thereof by the insurer to the Administrative Agent and the Collateral Agent; deliver to the Administrative Agent and the Collateral Agent, prior to the cancellation,
modification or nonrenewal of any such policy of insurance, a copy of a renewal or replacement policy (or other evidence of renewal of a policy previously delivered
to the Administrative Agent and the Collateral Agent) together with evidence reasonably satisfactory to the Administrative Agent and the Collateral Agent of
payment of the premium therefor.

(c) If at any time the area in which the Premises (as defined in the Mortgages) are located is designated (i) a “flood hazard area” in any Flood Insurance Rate
Map published by the Federal Emergency Management Agency (or any successor agency), obtain flood insurance in such total amount as the Administrative Agent,
the Collateral Agent or any Lender may from time to time require, and otherwise comply with the National Flood Insurance Program as set forth in the Flood
Disaster Protection Act of 1973, as it may be amended from time to time, or (ii) a “Zone 1” area, obtain earthquake insurance in such total amount as the
Administrative Agent, the Collateral Agent or the Required Lenders may from time to time require.
(d) Carry and maintain comprehensive general liability insurance and umbrella liability insurance against any and all claims, in no event for a combined
single limit of less than that which is customary for companies in the same or similar businesses operating in the same or similar locations, naming the Collateral
Agent as an additional insured, on forms reasonably satisfactory to the Collateral Agent.
SECTION 5.03 Obligations and Taxes .
Pay its Material Indebtedness and other obligations promptly and in accordance with their terms and pay and discharge promptly when due all federal
income Taxes and all other Taxes imposed upon it or upon its income or profits or in respect of its property, before the same shall become delinquent or in default, as
well as all lawful claims for labor, materials and supplies or otherwise that, if unpaid, might give rise to a Lien (other than Permitted Liens) upon such properties or
any material part thereof; provided, however , that such payment and discharge shall not be required with respect to any such other obligation or Tax so long as
(i) the validity or amount thereof shall be contested in good faith by appropriate proceedings and the Borrower shall have set aside on its books adequate reserves
with respect thereto in accordance with GAAP and such contest operates to suspend collection of the contested obligation or Tax and enforcement of a Lien and, in
the case of a Mortgaged Property, there is no risk of forfeiture of such property or (ii) the failure to pay and discharge such other obligation or Tax could not
reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect.
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SECTION 5.04 Financial Statements, Reports, etc.
In the case of the Borrower, furnish to the Administrative Agent, which shall furnish to each Lender:
(a) upon the earlier of the date that is ninety (90) days after the end of each fiscal year of the Borrower and the date such information is filed with the SEC, a
consolidated balance sheet of the Borrower and its Subsidiaries as at the end of such fiscal year, and the related consolidated statements of income or operations,
changes in equity holders’ equity and cash flows for such fiscal year, setting forth in each case in comparative form the figures for the previous fiscal year, all in
reasonable detail and prepared in accordance with GAAP, audited and accompanied by a report and opinion of BDO USA, LLP, or such other independent certified
public accountant of nationally recognized standing reasonably acceptable to the Administrative Agent, which report and opinion shall be prepared in accordance
with generally accepted auditing standards and shall not be subject to any “going concern” or like qualification or exception or any qualification or exception as to
the scope of such audit;
(b) upon the earlier of the date that is forty-five (45) days after the end of each of the first three fiscal quarters of each fiscal year of the Borrower and the
date such information is filed with the SEC, a consolidated balance sheet of the Borrower and its Subsidiaries as at the end of such fiscal quarter, and the related
consolidated statements of income or operations, changes in equity holders’ equity and cash flows for such fiscal quarter and for the portion of the Borrower’s fiscal
year then ended, setting forth in each case in comparative form the figures for the corresponding fiscal quarter of the previous fiscal year and the corresponding
portion of the previous fiscal year, all in reasonable detail and prepared in accordance with GAAP certified by the chief executive officer, chief financial officer,
treasurer or controller who is a Responsible Officer of the Borrower as fairly presenting the financial condition, results of operations, equity holders’ equity and cash
flows of the Borrower and its Subsidiaries, subject only to normal year-end audit adjustments and the absence of footnotes;
(c) concurrently with any delivery of financial statements under paragraph (a) or (b) above, a certificate of a Financial Officer in the form of Exhibit G
(i) certifying that no Event of Default or Default has occurred or, if such

an Event of Default or Default has occurred, specifying the nature and extent thereof and any corrective action taken or proposed to be taken with respect thereto and
(ii) in the case of a certificate delivered with the financial statements required by paragraph (a) above, setting forth the Borrower’s calculation of Excess Cash Flow;
(d) as soon as available, but in any event within sixty (60) days after the end of each fiscal year of the Borrower, an annual business plan and budget of the
Borrower and its Subsidiaries on a consolidated basis, including forecasts prepared by management of the Borrower, in form satisfactory to the Administrative Agent
and the Required Lenders, of consolidated balance sheets and statements of income or operations and cash flows of the Borrower and its Subsidiaries on a monthly
basis for the immediately following fiscal year;
(e) promptly after the same become publicly available, copies of all periodic and other reports, proxy statements and other materials filed by the Borrower or
any Subsidiary with the SEC, or any Governmental Authority succeeding to any or all of the functions of the SEC, or with any national securities exchange, or
distributed to its equity holders, as the case may be;
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(f) promptly after the receipt thereof by the Borrower or any of its subsidiaries, a copy of any “management letter” received by any such Person from its
certified public accountants and the management’s response thereto;
(g) promptly after the request by any Lender, all documentation and other information that such Lender reasonably requests in order to comply with its
ongoing obligations under applicable “know your customer” and anti-money laundering rules and regulations, including the USA PATRIOT Act;
(h) promptly after the request by the Administrative Agent or any Lender, copies of (i) any documents described in Section 101(k)(1) of ERISA that the
Borrower or any of its ERISA Affiliates may request with respect to any Multiemployer Plan and (ii) any notices described in Section 101(l)(1) of ERISA that the
Borrower or any of its ERISA Affiliates may request with respect to any Multiemployer Plan; provided that if the Borrower or any of its ERISA Affiliates has not
requested such documents or notices from the administrator or sponsor of the applicable Multiemployer Plan, the Borrower or the applicable ERISA Affiliate shall
promptly make a request for such documents or notices from such administrator or sponsor and shall provide copies of such documents and notices promptly after
receipt thereof;
(i) promptly, from time to time, such other information regarding the operations, business affairs and financial condition of the Borrower or any Subsidiary,
or compliance with the terms of any Loan Document, as the Administrative Agent or any Lender may reasonably request; and
Documents required to be delivered pursuant to Section 5.04(a) or (b) or Section 5.04(e) (to the extent any such documents are included in materials
otherwise filed with the SEC) may be delivered electronically and if so delivered, shall be deemed to have been delivered on the date (a) on which the Borrower
posts such documents, or provides a link thereto on the Borrower’s website on the Internet; or (b) on which such documents are posted on the Borrower’s behalf on
an Internet or intranet website, if any, to which each Lender and the Administrative Agent have access (whether a commercial, third-party website or whether
sponsored by the Administrative Agent); provided that, (i) the Borrower shall deliver paper copies of such documents to the Administrative Agent or any Lender
upon its request to the Borrower to deliver such paper copies until a written request to cease delivering paper copies is given by the Administrative Agent or such
Lender and (ii) the Borrower shall notify the Administrative Agent and each Lender (by fax transmission or e-mail transmission) of the posting of any such
documents and provide to the Administrative Agent by e-mail electronic versions (i.e., soft copies) of such documents. The Administrative Agent shall have no
obligation to request the delivery of or to maintain paper copies of the documents referred to above, and in any event shall have no responsibility to monitor
compliance by the Borrower with any such request by a Lender for delivery, and each Lender shall be solely responsible for requesting delivery to it or maintaining
its copies of such documents.
SECTION 5.05 Litigation and Other Notices .
Furnish to the Administrative Agent and each Lender prompt written notice of the following:

(a) any Event of Default or Default, specifying the nature and extent thereof and the corrective action (if any) taken or proposed to be taken with respect
thereto;
(b) the filing or commencement of, or any threat or notice of intention of any Person to file or commence, any action, suit, investigation or proceeding,
whether at law or in equity or by or before any Governmental Authority, against the Borrower or any Affiliate thereof that could reasonably be expected to result in,
individually or in the aggregate, a Material Adverse Effect;
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(c) the occurrence of (i) any ERISA Event that, alone or together with any other ERISA Events that have occurred, could reasonably be expected to result in
liability of the Borrower and the Subsidiaries in an aggregate amount exceeding $5,000,000, (ii) the adoption of any new Plan by the Borrower or any ERISA
Affiliate, (iii) the adoption of an amendment to a Plan if such amendment results in a material increase in benefits or unfunded liabilities, or (iv) the commencement
of contributions by the Borrower or any ERISA Affiliate to a Plan or Multiemployer Plan;
(d) any event or occurrence that has resulted in, or could reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect;
(e) any change in the Borrower’s corporate rating by S&P, in the Borrower’s corporate family rating by Moody’s or in the ratings of the Credit Facility by
S&P or Moody’s, or any notice from either such agency indicating its intent to effect such a change or to place the Borrower or the Credit Facility on a
“CreditWatch” or “WatchList” or any similar list, in each case with negative implications, or its cessation of, or its intent to cease, rating the Borrower or the Credit
Facility; and
(f) any change to the certification regarding beneficial ownership in relation to the Borrower as required by the Beneficial Ownership Regulation.
SECTION 5.06 Information Regarding Collateral.
(a) Furnish to the Administrative Agent prompt written notice of any change (i) in any Loan Party’s corporate name, (ii) in the jurisdiction of organization
or formation of any Loan Party, (iii) in any Loan Party’s identity or corporate structure or (iv) in any Loan Party’s Federal Taxpayer Identification Number. The
Borrower agrees not to effect or permit any change referred to in the preceding sentence unless all filings have been made, or will be made within 30 days following
such change (or such longer date as the Collateral Agent may agree in its sole discretion), under the Uniform Commercial Code or otherwise that are required in
order for the Collateral Agent to continue at all times following such change to have a valid, legal and perfected security interest in all the Collateral. The Borrower
also agrees promptly to notify the Administrative Agent if any material portion of the Collateral is damaged or destroyed.
(b) In the case of the Borrower, each year, at the time of delivery of the annual financial statements with respect to the preceding fiscal year pursuant to
Section 5.04(a), deliver to the Administrative Agent a certificate of a Financial Officer setting forth any information required pursuant to Sections 1, 3, 5, 8, 9 and 11
of the Perfection Certificate (or to the extent such request relates to specific information contained in the Perfection Certificate, such information) or confirming that
there has been no change in such information since the date of the Perfection Certificate delivered on the Closing Date or the date of the most recent certificate
delivered pursuant to this Section 5.06.
SECTION 5.07 Maintaining Records; Access to Properties and Inspections; Maintenance of Ratings.
(a) Keep proper books of record and account in which full, true and correct entries in conformity with GAAP in all material respects and all Requirements
of Law in all material respects are made of all dealings and transactions in relation to its business and activities. Each Loan Party will, and will cause each of its
subsidiaries to, permit any representatives designated by the Administrative Agent or any Lender to visit and inspect the financial records and

the properties of such Person at reasonable times and as often as reasonably requested and to make extracts from and copies of such financial records, and permit any
representatives designated by the Administrative Agent or any Lender to discuss the affairs, finances and condition of such Person with the officers thereof and
independent accountants therefor (subject to reasonable requests for confidentiality, including as may be imposed by law or contract); provided that absent the
existence of a Default or an Event of Default, inspections pursuant to this Section 5.07 shall be limited to one time per fiscal year.
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(b) In the case of the Borrower, at all times after ratings have been obtained, use commercially reasonable efforts to (a) maintain a public corporate credit
rating from S&P and a public corporate family rating from Moody’s, in each case in respect of the Borrower and (b) maintain public ratings from S&P and Moody’s,
in each case in respect of the Credit Facility.
SECTION 5.08 Use of Proceeds .
Use the proceeds of the Loans only for the purposes specified in Section 3.13 and subject to Section 3.24.
SECTION 5.09 Employee Benefits.
(a) Except to the extent that could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect, comply with the
applicable provisions of ERISA and the Code applicable to each employee benefit plan, (b) furnish to the Administrative Agent as soon as possible after, and in any
event within ten days after any Responsible Officer of the Borrower or any ERISA Affiliate knows or has reason to know that, any ERISA Event has occurred that,
alone or together with any other ERISA Event could reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect, a statement of a
Financial Officer of the Borrower setting forth details as to such ERISA Event and the action, if any, that the Borrower proposes to take with respect thereto and,
when known, any action taken or threatened by the Internal Revenue Service, the Department of Labor or the PBGC with respect thereto, and (c) with reasonable
promptness, furnish to the Administrative Agent copies of (i) all written notices received by the Borrower or any of its ERISA Affiliates from a Multiemployer Plan
sponsor concerning such ERISA Event and (ii) such other documents or governmental reports or findings relating to any Plan as the Administrative Agent shall
reasonably request (but only to the extent in the possession of any Loan Parties or any of their respective Subsidiaries).
SECTION 5.10 Compliance with Environmental Laws.
Except to the extent that could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect, comply, and cause all
lessees and any other Person occupying its properties under an agreement with, or with the consent of, Borrower or any Subsidiary to comply, in all material respects
with all Environmental Laws with respect to its operations and properties; obtain, maintain and renew all material environmental permits necessary for its operations
and properties; and conduct any remedial action to the extent required by law and in accordance with Environmental Laws; provided, however , that neither the
Borrower nor any Subsidiary shall be required to undertake any remedial action required by Environmental Laws to the extent that its obligation to do so is being
contested in good faith and by proper proceedings and appropriate reserves are being maintained with respect to such circumstances in accordance with GAAP.
SECTION 5.11 Preparation of Environmental Reports.
If a Default caused by reason of a breach of Section 3.17 or Section 5.10 shall have occurred and be continuing for more than 20 days without the Borrower
or any Subsidiary commencing activities reasonably likely to cure such Default, at the written request of the Required Lenders through the Administrative Agent,
provide to the Lenders within 45 days after such request, at the expense of the Loan Parties, an environmental site assessment report regarding the matters which are
the subject of such Default prepared by an environmental consulting firm reasonably acceptable to the Administrative Agent and indicating the presence or absence
of Hazardous Materials and the estimated cost of any compliance or remedial action in connection with such Default.
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SECTION 5.12 Further Assurances.
Subject to the terms of the Intercreditor Agreement, execute any and all further documents, financing statements, agreements and instruments, and take all
further action (including filing Uniform Commercial Code and other financing statements, mortgages and deeds of trust) that may be required under applicable law,
or that the Required Lenders, the Administrative Agent or the Collateral Agent may reasonably request, in order to effectuate the transactions contemplated by the
Loan Documents and in order to grant, preserve, protect and perfect the validity and priority of the security interests created or intended to be created by the Security
Documents. The Borrower will cause any subsequently acquired or organized Material Subsidiary (or any Subsidiary that becomes a Material Subsidiary) to become
a Loan Party by executing the Guarantee and Collateral Agreement and each other applicable Security Document in favor of the Collateral Agent. In addition, from
time to time, the Borrower will, at its cost and expense, promptly secure the Obligations by pledging or creating, or causing to be pledged or created, perfected
security interests with respect to such of its assets and properties as the Administrative Agent or the Required Lenders shall designate (it being understood that it is
the intent of the parties that the Obligations shall be secured by substantially all the assets of the Borrower and the Subsidiary Guarantors (including all real and
other properties acquired subsequent to the Closing Date, but excluding (a) fee owned real property with a fair market value (in the Borrower’s reasonable good faith
determination) of less than $6,500,000 in the aggregate; provided that any fee owned real property that is required to be subject to a perfected security interest in
favor of the Collateral Agent pursuant to this clause (a) but that is not subject to a perfected security in favor of the Collateral Agent on the Closing Date shall be
subject to Section 5.17, (b) the Healthcare Facilities set forth on Schedule 6.03 and (c) all real property leasehold interests; provided that the Borrower may, in its
sole discretion, elect to grant a Mortgage over any fee owned real property (or any interest in real property) in accordance with this Section 5.12 to the extent this
Section 5.12 does not otherwise require the Borrower to grant such Mortgage. Such security interests and Liens will be created under the Security Documents and
other security agreements, mortgages, deeds of trust and other instruments and documents in form and substance reasonably satisfactory to the Collateral Agent, and
the Borrower shall deliver or cause to be delivered to the Lenders all such instruments and documents (including instruments and documents required under
Section 4.02(g), legal opinions, title insurance policies and lien searches) as the Collateral Agent shall reasonably request to evidence compliance with this
Section 5.12. The Borrower agrees to provide such evidence as the Collateral Agent shall reasonably request as to the perfection and priority status of each security
interest and Lien created or required to be created under any Loan Document. In furtherance of the foregoing, the Borrower will give prompt notice to the
Administrative Agent of the acquisition by it or any of the Subsidiaries of any fee owned real property (or any interest in real property, but excluding any real
property leasehold interest). Notwithstanding the foregoing, no Loan Party shall be required to pledge or grant security interests in any Excluded Assets. No
appraisals shall be required to be obtained in connection with any mortgage of real property pursuant to this Section 5.12.
SECTION 5.13 Intellectual Property.
(a) No Loan Party shall intentionally do any act or intentionally omit to do any act whereby any of the material Intellectual Property owned by such Loan
Party may lapse, or become abandoned, canceled, dedicated to the public, forfeited, unenforceable or otherwise impaired, or which would adversely affect the
validity, grant, or enforceability of the security interest granted therein; provided , however , that such Loan Party may discontinue the use and/or maintenance of any
Intellectual Property, including any material Intellectual Property, that such Loan Party determines, in its reasonable good faith determination, is no longer desirable
in the ordinary conduct of such Loan Party’s business. No Loan Party shall, with
64
respect to any Trademarks (as the term is defined in the Guarantee and Collateral Agreement) constituting material Intellectual Property owned by such Loan Party,
cease the use of any of such Trademarks or fail to maintain a similar level of quality of products sold and services rendered under any such Trademark as the quality
of such products and services as of the Closing Date, and such Loan Party shall take reasonable steps necessary to insure that licensees of such Trademarks use such
consistent standards of quality; provided , however , that such Loan Party may discontinue the use and/or maintenance of any Trademarks constituting material
Intellectual Property, that such

Loan Party determines, in its reasonable good faith determination, is no longer valuable in the ordinary conduct of such Loan Party’s business. Each Loan Party shall
take reasonable steps in the ordinary course of business, including in any proceeding before the United States Patent and Trademark Office, the United States
Copyright Office, any state registry or any foreign counterpart of the foregoing, to pursue any application and maintain any registration or issuance of each
Trademark, Patent, and Copyright (as each such term is defined in the Guarantee and Collateral Agreement) owned by any Loan Party and constituting material
Intellectual Property that such Loan Party determines is desirable in the ordinary course of business.
(b) Other than in the ordinary course of business and except as could not reasonably be expected to result in, individually or in the aggregate, a Material
Adverse Effect, each Loan Party shall timely notify the Collateral Agent if it knows or has reason to know that any item of material Intellectual Property owned by a
Loan Party may become (i) abandoned or dedicated to the public or placed in the public domain, (ii) invalid or unenforceable, (iii) subject to any adverse
determination or development regarding any Loan Party’s ownership, registration or use or the validity or enforceability of such item of such material Intellectual
Property (including but not limited to the institution of, or any adverse development with respect to, any action or proceeding in the United States Patent and
Trademark Office, the United States Copyright Office, any state registry, any foreign counterpart of the foregoing, any court or any tribunal) or (iv) the subject of
any reversion or termination rights.
(c) Each Loan Party shall not permit the inclusion in any contract to which it hereafter becomes a party and pursuant to which it acquires Intellectual
Property any provision that could or may in any way materially impair or prevent the creation of a security interest in, or the assignment of, such Loan Party’s rights
and interests in any property included within the definitions of any material Intellectual Property acquired under such contracts.
(d) In the event that any material Intellectual Property owned by or exclusively licensed to any Loan Party, to a Loan Party’s knowledge, is infringed,
misappropriated, diluted or otherwise violated by a third party, such Loan Party shall take commercially reasonable actions, as it would otherwise in such Loan
Party’s reasonable good faith determination and in the ordinary course of business take, to stop such infringement, misappropriation, dilution or other violation and
protect its rights in such material Intellectual Property including, in such Loan Party’s reasonable good faith determination, if necessary, the initiation of a suit for
injunctive relief and to recover damages. Each Loan Party shall use commercially reasonable efforts in the ordinary course of business to use proper statutory notice
in connection with its use of any of the material Intellectual Property.
SECTION 5.14 Compliance with Real Estate Obligations.
Make all payments and otherwise perform all obligations in respect of all leases of real property to which the Borrower or any of its Subsidiaries is a party,
keep such leases in full force and effect and not allow such leases to lapse or be terminated or any rights to renew such leases to be forfeited or cancelled, notify the
Administrative Agent of any default by any party with respect to such leases and cooperate with the Administrative Agent in all respects to cure any such default,
and cause each of its Subsidiaries to do so, except, in any case, where the failure to do so could not reasonably be expected to result in, individually or in the
aggregate, a Material Adverse Effect.
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SECTION 5.15 Lender Calls.
Subject to Section 5.18, the Borrower will, upon the request of the Administrative Agent or the Required Lenders, participate in a conference call with the
Administrative Agent and the Lenders once during each fiscal quarter at such times as may be agreed to be the Borrower and the Administrative Agent.
SECTION 5.16 Healthcare Laws.
The Borrower and its Subsidiaries shall:
(a) Within five (5) Business Days after obtaining knowledge thereof, provide notice to the Administrative Agent of (i) any material investigation, audit or
proceeding (or any of the foregoing threatened in writing) relating to any violation by the Borrower or its Subsidiaries of any Healthcare Laws and (ii) to the extent
that it could

reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect, any written recommendation from any Governmental Authority that
the Borrower or any of its Subsidiaries should have its licensure, accreditation or registration suspended, revoked or limited;
(b) Take all reasonable action to cause each provider of professional services employed or contracted by Borrower or its Subsidiaries to be in compliance
with all laws, rules, regulations, restrictions and requirements pertaining to a healthcare providers imposed by any Governmental Authority;
(c) Obtain and maintain and take all reasonable action to cause each provider of professional services employed or contracted by Borrower or its
Subsidiaries to obtain and maintain all Healthcare Authorizations as are required for the conduct of its business as currently conducted and contemplated;
(d) Ensure and take all reasonable action to cause each provider of professional services employed or contracted by Borrower or its Subsidiaries to ensure
that coding and billing policies, arrangements, protocols and instructions are in compliance with all applicable laws and all Nongovernmental Payor reimbursement
requirements and will be administered by properly trained personnel;
(e) Keep and maintain all records required by Governmental Authorities in compliance with applicable Healthcare Laws;
(f) Implement and take all reasonable action to cause each provider of professional services employed or contracted by Borrower or its Subsidiaries to
implement practices that are consistent with the applicable regulations implementing the requirements of the Health Insurance Portability and Accountability Act (“
HIPAA ”), the Mental Health Parity and Addiction Equity Act of 2008 (“ MHPAEA ”) and the Health Information Technology for Economic and Clinical Health
Act (the “ HITECH Act ”);
(g) Maintain the storage, use, transportation and disposal of all medical equipment, supplies, products, gases and waste in compliance with Healthcare Laws;
(h) Maintain all deposits relating to Healthcare Laws in compliance with regulatory requirements;
(i) Ensure that each Healthcare Facility is operated in compliance with applicable Healthcare Laws relating thereto and agreements necessary for
certification, licensure or operation of such Healthcare Facility; and
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(j) Ensure all residency and other similar agreements with Persons at a Healthcare Facility are in compliance with Healthcare Laws.
Notwithstanding anything to the contrary in this Section 5.16, any failure by the Borrower or any of its Subsidiaries to comply with the requirements of
clauses (b)-(j) above shall not be deemed to be a Default or an Event of Default if such failure to comply could not reasonably be expected to result in, individually
or in the aggregate, a Material Adverse Effect.
SECTION 5.17 Post-Closing Obligations.
Within the periods of time after the Closing Date set forth on Schedule 5.17 (or such later date as the Administrative Agent may agree in its sole discretion),
each of the items listed on Schedule 5.17 shall have been duly executed by the parties thereto and delivered to the Agents, as applicable.
SECTION 5.18 Other Reporting.
(a) Not later than 5:00 p.m. New York City time on the Monday of the thirteenth week after the Closing Date, a supplement to the Approved Budget
covering the 13-week period that commences with the week in which such supplemental budget is delivered, consistent with the form and level of detail set forth in
the Initial Budget and

otherwise in form and substance satisfactory to the Required Lenders and as confirmed as such in writing (each such supplement, an “ Updated Budget ”); provided
that the Loan Parties shall have the option to deliver an Updated Budget to the Administrative Agent and the Lenders by not later than 5:00 p.m. New York City time
on the Monday of every other calendar week after the Closing Date (commencing with Monday, March 18, 2019).
(b) Not later than 5:00 p.m., New York City time, on the Monday of every calendar week after the Closing Date (commencing with Monday, March 18,
2019), the Loan Parties shall deliver to the Administrative Agent and the Lenders a variance report (each, a “ Variance Report ”) (i) setting forth (x) the sum of
actual “Operating Expenses” and actual “Capital Expenditures” of the Loan Parties and (y) actual “Receipts” of the Loan Parties, in each case, for the four-week
period ending as of the Friday of the immediately preceding week and setting forth all of the variances, on a line item and aggregate basis, as compared to the
corresponding amounts set forth in the Approved Budget for such four-week period, in each case, on a weekly basis and a cumulative basis from the beginning of the
first forecasted week covered by the Approved Budget and (ii) containing a certificate of a Responsible Officer of the Borrower, (x) explaining in reasonable detail
all material variances from the Approved Budget for such period and (y) certifying compliance by the Loan Parties with Section 6.17 for such period or identifying
and explaining in reasonable detail any non-compliance by the Loan Parties with Section 6.17 for such period. Variances, if any, from the applicable Approved
Budget, and any proposed changes to the applicable Approved Budget, shall be subject to the prior written consent of the Required Lenders. Any incurrence or
payment by any of the Loan Parties of expenses (x) other than as set forth in the Approved Budget and (y) in excess of the variances permitted by Section 6.17 shall
constitute an Event of Default hereunder.
(c) Not later than 5:00 p.m., New York City time, on the Monday of every calendar week after the Closing Date (commencing with Monday, March 18,
2019), the Loan Parties shall deliver a liquidity report (including the calculation of Available Liquidity as of the end of each day of such calendar week and the
calculation of the average daily Available Liquidity for such calendar week) to the Administrative Agent and the Lenders, in form and substance satisfactory to the
Required Lenders.
(d) The Borrower shall arrange for a teleconference with Lenders to take place at 10:00 a.m., New York City time, on the Wednesday of every calendar
week after the Closing Date (commencing with Wednesday, March 20, 2019), or at such time as is reasonably satisfactory to the Required Lenders, which
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teleconference shall (i) require, at the election of the Required Lenders, participation by at least one senior member of the Borrower’s management team and/or
professional advisors to the Borrower and (ii) be intended for purposes of discussing the Loan Parties’ financials (including any budget proposed to be the Approved
Budget, Variance Reports and any projections) and such other information and matters reasonably related thereto or requested by any Lender (it being understood
that no such response by Borrower shall require it to disclose or permit the discussion of, any document, information or other matter (i) that constitutes trade secrets
or proprietary information, (ii) in respect of which disclosure to the Administrative Agent or any Lender (or their representatives) is prohibited by law, fiduciary duty
or any binding agreement or (iii) that is subject to attorney client or similar privilege or constitutes attorney work product; provided, that, in each case, Borrower
explains the reason it cannot provide such response).
(e) Within five (5) Business Days after the end of each calendar month (commencing with the calendar month ending March 31, 2019), the Loan Parties
shall provide the Lenders with a written operational metrics report containing the following information for the most recently ended calendar month in a reasonable
level of detail: (i) weekly census and admissions metrics; (ii) residential admissions, leads and conversion rates for multimedia and business development; (iii) innetwork and out-of-network patient mix; (iv) average episode length of stay; (v) bed count; and (vi) any other operational metrics that the Loan Parties have
historically disclosed to financing sources, in each case, broken-down by the “AAC” business and the “AdCare” business. Within thirty (30) calendar days after the
end of each calendar month (commencing with the calendar month ending February 28, 2019), the Loan Parties shall provide the Lenders with (x) a written report
containing the following information for the most recently ended calendar month in a reasonable level of detail: (i) days sales outstanding and (ii) average patient
acquisition cost, in each case, broken-down by the “AAC” business and the “AdCare” business and (y) a written report from the Specified Financial Advisor
containing the Specified Financial Advisor’s analysis of all reported new in-patient admissions for the most recently ended calendar month and the Specified
Financial Advisor’s conclusion that based

on such analysis the Loan Parties have verified that all such new patients have insurance benefits and/or adequate financial means to pay all costs and expenses of
such new patient’s treatment, which report shall be in form and substance satisfactory to the Required Lenders (the “New Patient Report” ).
SECTION 5.19 Financial Advisor.
The Loan Parties shall retain Alvarez & Marsal Healthcare Industry Group or another nationally recognized financial advisor at all times (the “Specified
Financial Advisor” ).

ARTICLE VI
Negative Covenants
The Borrower covenants and agrees with each Lender that, so long as this Agreement shall remain in effect and until the Commitments have been
terminated and the principal of and interest on each Loan, all Fees and all other expenses or amounts payable under any Loan Document have been paid in full,
unless the Required Lenders shall otherwise consent in writing, the Borrower will not, nor will it cause or permit any of the Subsidiaries to:
SECTION 6.01 Indebtedness.
Incur, create, assume or permit to exist any Indebtedness, except:
(a) Indebtedness existing on the Closing Date and set forth in Schedule 6.01 and any extensions, renewals, refinancings or replacements of such
Indebtedness to the extent the principal amount
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of such Indebtedness is not increased (except by an amount equal to any interest capitalized in connection with any premium or other reasonable amount paid, and
fees and expenses (including original issue discount and upfront fees) reasonably incurred, in connection with such extension, renewal, refinancing or replacement),
neither the final maturity nor the Weighted Average Life to Maturity of such Indebtedness is decreased, such Indebtedness, if subordinated to the Obligations,
remains so subordinated on terms no less favorable to the Lenders, and the original Loan Party obligors in respect of such Indebtedness remain the only Loan Party
obligors thereon;
(b) Indebtedness created hereunder and under the other Loan Documents;
(c) unsecured intercompany Indebtedness of the Borrower and the Subsidiaries to the extent permitted by Section 6.04(c) so long as such Indebtedness is
subordinated to the Obligations pursuant to an Affiliate Subordination Agreement to the extent required by Section 6.04(c);
(d) (i) Capital Lease Obligations and (ii) other Indebtedness of the Borrower or any Subsidiary incurred to finance the acquisition, construction or
improvement of any fixed or capital assets, and extensions, refinancings, renewals and replacements of any such Indebtedness that do not increase the outstanding
principal amount thereof (except by an amount equal to any interest capitalized in connection with, any premium or other reasonable amount paid, and fees and
expenses (including original issue discount and upfront fees) reasonably incurred, in connection with such extension, renewal, refinancing or replacement); provided
that such Indebtedness is incurred prior to or within 270 days after such acquisition or the completion of such construction or improvement; provided , further that
all such Indebtedness permitted by this Section 6.01(d) shall not exceed $10,000,000 at any time outstanding;
(e) Indebtedness under performance bonds, bid bonds, appeal bonds, surety bonds and completion guarantees and similar obligations, or with respect to
workers’ compensation claims, in each case incurred in the ordinary course of business;

(f) Indebtedness in respect of netting services, overdraft protections, cash management obligations, credit card or debit card or similar processors and
otherwise in connection with deposit accounts, in each case, in the ordinary course of business;
(g) obligations arising under indemnity agreements or other arrangements with title insurers to cause such title insurers to issue title policies in the ordinary
course of business;
(h) Indebtedness of any Person that becomes a Subsidiary after the date hereof; provided that (i) such Indebtedness exists at the time such Person becomes a
Subsidiary and is not created in contemplation of or in connection with such Person becoming a Subsidiary, (ii) immediately before and after such Person becomes a
Subsidiary, no Default or Event of Default under Section 7.01 shall have occurred and be continuing or would result therefrom, (iii) the Borrower shall be in
compliance with the financial covenants set forth in Section 6.10 and (iv) the aggregate principal amount of Indebtedness permitted by this Section 6.01(h) shall not
exceed $10,000,000 at any time outstanding;
(i) Indebtedness in respect of those Hedging Agreements incurred in the ordinary course of business, not for speculative purposes and consistent with
prudent business practice;
(j) [reserved];
(k) Indebtedness representing deferred compensation or reimbursable expenses owed to employees of the Borrower or any of the Subsidiaries incurred in
the ordinary course of business;
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(l) [reserved];
(m) [reserved];
(n) [reserved];
(o) Indebtedness consisting of the financing of insurance premiums in the ordinary course of business;
(p) Indebtedness of the Borrower or any Subsidiary Guarantor as an account party in respect of trade letters of credit issued in the ordinary course of
business;
(q) Guarantees in respect of Indebtedness of the Borrower or any Subsidiary otherwise permitted hereunder; provided that if the Indebtedness that is being
Guaranteed is unsecured and/or subordinated to the Obligations, the Guarantee shall also be unsecured and/or subordinated to the Obligations on the same basis;
(r) [reserved];
(s) [reserved];
(t) any Attributable Indebtedness incurred in connection with any Sale and Leaseback Transaction permitted by Section 6.03; and
(u) (i) Indebtedness outstanding under the Existing Credit Agreement, and any Guarantees by the Subsidiary Guarantors in respect thereof, in an aggregate
principal amount not to exceed $321,000,000, plus all accrued interest (including interest that is paid in-kind), premium and/or make-whole amount in respect
thereof (the “ Bank Debt Cap ”), (ii) Cash Management Obligations (as defined in the Existing Credit Agreement) and (iii) obligations under any Hedging
Agreement (as defined in the Existing Credit Agreement) and, in each case of the foregoing clauses (i), (ii) and (iii), any refinancings, replacements, renewals or
extensions thereof (it being understood that any such refinancing, replacement, renewal or extension of the Indebtedness described in clause (i) may exceed the
principal

amount of Indebtedness outstanding at such time so long as the aggregate principal amount of such new Indebtedness does not exceed the Bank Debt Cap).
SECTION 6.02 Liens.
Create, incur, assume or permit to exist any Lien on any property or assets (including Equity Interests or other securities of any Person, including the
Borrower or any Subsidiary) now owned or hereafter acquired, created, developed or invented by it or on any income or revenues or rights in respect of any thereof,
except (collectively, “ Permitted Liens ”):
(a) Liens on property or assets of the Borrower and its Subsidiaries existing on the Closing Date and set forth in Schedule 6.02; provided that such Liens
shall secure only those obligations which they secure on the date hereof and extensions, refinancing, renewals and replacements thereof permitted hereunder;
(b) any Lien created under the Loan Documents;
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(c) any Lien existing on any property or asset prior to the acquisition thereof by the Borrower or any Subsidiary or existing on any property or assets of any
Person that becomes a Subsidiary after the date hereof prior to the time such Person becomes a Subsidiary, as the case may be; provided that (i) such Lien is not
created in contemplation of or in connection with such acquisition or such Person becoming a Subsidiary, (ii) such Lien does not apply to any other property or
assets of the Borrower or any Subsidiary and (iii) such Lien secures only those obligations which it secures on the date of such acquisition or the date such Person
becomes a Subsidiary, as the case may be, and any extensions, refinancing, renewals and replacements thereof permitted hereunder;
(d) Liens for Taxes not yet delinquent or that are being contested in compliance with Section 5.03;
(e) Liens in favor of customs and revenue authorities arising as a matter of law to secure payments of customs duties in connection with the importation of
goods in the ordinary course of business;
(f) Liens on insurance policies and the proceeds thereof in favor of the provider of such policies securing the financing of the premiums with respect thereto;
(g) carriers’, warehousemen’s, mechanics’, materialmen’s, repairmen’s or other like Liens arising in the ordinary course of business and securing
obligations that are not delinquent for a period of more than 30 days or which are being contested in compliance with Section 5.03;
(h) Liens incurred and pledges and deposits made in the ordinary course of business in compliance with workmen’s compensation, unemployment
insurance, general liability, property insurance and other social security laws or regulations;
(i) deposits to secure the performance of bids, trade contracts (other than for Indebtedness), leases (other than Capital Lease Obligations), statutory
obligations, surety and appeal bonds, performance bonds and other obligations of a like nature incurred in the ordinary course of business;
(j) easements, rights-of-way, restrictions on use of real property, minor defects or irregularities in title and other similar charges or encumbrances which, in
the aggregate, do not materially detract from the value of the property subject thereto or do not interfere in any material respect with the business of the Borrower
and the Subsidiaries, taken as a whole;
(k) Liens securing Indebtedness to finance the acquisition, construction or improvement of any fixed or capital assets; provided that (i) such security
interests secure Indebtedness permitted by Section 6.01(d), (ii) such security interests are incurred, and the Indebtedness secured thereby is created, within 270 days
after such acquisition (or construction), (iii) the Indebtedness secured thereby does not exceed the lesser of the cost or the fair market value of

such real property, improvements or equipment at the time of such acquisition (or construction) and (iv) such security interests do not apply to any other property or
assets of the Borrower or any Subsidiary;
(l) Liens securing reimbursement obligations in respect of documentary letters of credit or bankers’ acceptances in the ordinary course of business, provided
that such Liens attach only to the documents and goods covered thereby and proceeds thereof;
(m) leases, subleases, licenses or sublicenses (but only including non-exclusive licenses of Intellectual Property) granted to other Persons in the ordinary
course of business of the Borrower or its Subsidiaries;
(n) any interest of title of a lessor under any lease entered into by the Borrower or any other Subsidiary as tenant in the ordinary course of business and
covering only the assets so leased;
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(o) judgment Liens securing judgments not constituting an Event of Default under Section 7.01(i);
(p) zoning, building codes and other land use laws, regulations and ordinances regulating the use or occupancy of real property or the activities conducted
thereon which are imposed by any Governmental Authority having jurisdiction over such real property which are not violated by the current use or occupancy of
such real property or the operation of the business of the Borrower or any of the Subsidiaries, any violation of which could not reasonably be expected to result in,
individually or in the aggregate, a Material Adverse Effect;
(q) Liens arising out of conditional sale, title retention, consignment or similar arrangements for the sale or purchase of goods entered into by the Borrower
or any of the Subsidiaries in the ordinary course of business permitted hereunder;
(r) Liens solely on any cash earnest money deposits made by the Borrower or any of the Subsidiaries in connection with any letter of intent or purchase
agreement permitted hereunder;
(s) Liens on property rented to, or leased by, Borrower or any of its Subsidiaries pursuant to a Sale and Leaseback Transaction; provided that (i) such Sale
and Leaseback Transaction is permitted by Section 6.03, (ii) such Liens do not encumber any other property of Borrower or its Subsidiaries and (iii) such Liens
secure only the Attributable Indebtedness incurred in connection with such Sale and Leaseback Transaction;
(t) other Liens (other than Liens securing funded Indebtedness) securing liabilities hereunder in an aggregate principal amount not to exceed $10,000,000 at
any time outstanding; and
(u) Liens securing Indebtedness permitted pursuant to Section 6.01(u); provided that such Liens are subject to the Intercreditor Agreement and are
subordinated to the Liens securing the Obligations pursuant to the terms of the Intercreditor Agreement.
SECTION 6.03 Sale and Leaseback Transactions.
Enter into any arrangement, directly or indirectly, with any Person whereby it shall sell or transfer any property, real or personal, used or useful in its
business, whether now owned or hereafter acquired, and thereafter rent or lease such property or other property which it intends to use for substantially the same
purpose or purposes as the property being sold or transferred (any such arrangement, a “Sale and Leaseback Transaction” ) unless (a) such Sale and Leaseback
Transaction is consummated within 270 days after the date on which such property is sold or transferred, (b) any Liens arising in connection with such Sale and
Leaseback Transaction are permitted by Section 6.02(s), (c) the sale or transfer of such property is made for cash consideration in an amount not less than the fair
market value of such property and does not exceed $50,000,000 in the aggregate when taken together with all other Sale and Leaseback Transactions consummated
after the Closing Date, (d) such Sale and Leaseback Transaction has an initial capitalization rate that does not exceed 10.00%, unless the Required Lenders have

previously consented thereto in writing and (e) the Net Cash Proceeds therefrom are applied in accordance with Section 2.13(b).
SECTION 6.04 Investments, Loans and Advances.
Make or permit to exist any Investment or any other interest in, any other Person, except:
(a) (i) Investments by the Borrower and the other Loan Parties existing on the Closing Date in the Equity Interests of the Borrower and the other Loan
Parties and (ii) additional Investments by the Borrower and the other Loan Parties in the Equity Interests of the Borrower and the other Loan Parties; provided that
any such Equity Interests held by a Loan Party shall be pledged pursuant to the Guarantee and Collateral Agreement (subject to the limitations referred to therein and
in Section 5.12);
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(b) Permitted Investments;
(c) loans or advances made by the Borrower to any other Loan Party and made by any Loan Party to the Borrower or any other Loan Party; provided that
such loans and advances shall be unsecured and subordinated to the Obligations pursuant to an Affiliate Subordination Agreement;
(d) Investments received in connection with the bankruptcy or reorganization of, or settlement of delinquent accounts and disputes with, customers and
suppliers, in each case in the ordinary course of business;
(e) the Borrower and the Subsidiaries may make loans and advances in the ordinary course of business to their respective employees, officers and directors
so long as the aggregate principal amount thereof at any time outstanding (determined without regard to any write-downs or write-offs of such loans and advances)
shall not exceed $2,500,000;
(f) Investments by the Borrower in Hedging Agreements permitted under Section 6.01(i); and
(g) Loans and advances to Subsidiaries of the Borrower that are not Loan Parties solely for cash management purposes in the ordinary course of business
and consistent with past practice so long as the aggregate principal amount thereof at any time outstanding shall not exceed $1,000,000.
SECTION 6.05 Mergers, Consolidations, Sales of Assets and Acquisitions.
(a) Merge into or consolidate with any other Person, or permit any other Person to merge into or consolidate with it, or sell, transfer, lease or otherwise
dispose of (in one transaction or in a series of transactions) all or substantially all the assets (whether now owned or hereafter acquired) of the Borrower or any
Subsidiary, or purchase, lease or otherwise acquire (in one transaction or a series of transactions) all or any substantial part of the assets of any other Person, except
that (i) the Borrower and any Subsidiary may purchase and sell inventory in the ordinary course of business, (ii) if at the time thereof and immediately after giving
effect thereto no Event of Default or Default shall have occurred and be continuing (x) any Wholly-Owned Subsidiary may merge into the Borrower in a transaction
in which the Borrower is the surviving corporation, (y) any Wholly-Owned Subsidiary may merge into or consolidate with any other Wholly-Owned Subsidiary in a
transaction in which the surviving entity is a Wholly-Owned Subsidiary and no Person other than the Borrower or a Wholly-Owned Subsidiary receives any
consideration ( provided that if any party to any such transaction is a Loan Party, the surviving entity of such transaction shall be a Loan Party), (iii) any Loan Party
(other than Borrower) may dispose of any or all of its assets or any Equity Interests of any Subsidiary to any other Loan Party and (iv) the Borrower or any
Subsidiary may consummate any Sale and Leaseback Transaction permitted by Section 6.03.
(b) Make any Asset Sale unless (i) such Asset Sale is for consideration at least 75% of which is cash and is not less than the fair market value of such asset
or property, (ii) at the time thereof and immediately after giving effect thereto no Event of Default shall have occurred and be continuing and (iii) the Borrower is in
compliance with the financial covenants set forth in Section 6.10.
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SECTION 6.06 Restricted Payments; Restrictive Agreements.
(a) Declare or make, or agree to declare or make, directly or indirectly, any Restricted Payment (including pursuant to any Synthetic Purchase Agreement),
or incur any obligation (contingent or otherwise) to do so; provided that any Subsidiary of the Borrower may pay dividends to, or make other distributions to, any of
the Loan Parties.
(b) Enter into, incur or permit to exist any agreement or other arrangement that prohibits, restricts or imposes any condition upon (i) the ability of the
Borrower or any Subsidiary to create, incur or permit to exist any Lien upon any of its property or assets to secure the Obligations, or (ii) the ability of any
Subsidiary to pay dividends or other distributions with respect to any of its Equity Interests or to make or repay loans or advances to the Borrower or any other
Subsidiary or to Guarantee Indebtedness of the Borrower or any other Subsidiary; provided that (A) the foregoing shall not apply to (w) restrictions and conditions
imposed by law or by any Loan Document or any Loan Document (as defined in the Existing Credit Agreement), (x) customary restrictions and conditions contained
in agreements relating to the sale of a Subsidiary (or any other sale of assets or Equity Interests permitted hereunder) pending such sale, provided such restrictions
and conditions apply only to the Subsidiary, asset or Equity Interest that is to be sold and such sale is permitted hereunder, and (y) any agreement in effect at the time
a Person became a Subsidiary, so long as such agreement (1) was not entered into solely in contemplation of such Person becoming a Subsidiary, (2) applies only to
such Person, (3) does not extend to any other Loan Party and (4) is otherwise permitted hereunder and does not conflict with the provisions of this Agreement or any
other Loan Document, and (B) clause (i) of the foregoing shall not apply to (x) restrictions or conditions imposed by any agreement relating to secured Indebtedness
permitted by this Agreement if such restrictions or conditions apply only to the property or assets securing such Indebtedness, and (y) customary provisions in leases
and other contracts restricting the assignment thereof.
SECTION 6.07 Transactions with Affiliates.
Except for transactions between or among Loan Parties, sell or transfer any property or assets to, or purchase or acquire any property or assets from, or
otherwise engage in any other transactions with, any of its Affiliates, except for transactions (a) as set forth on Schedule 6.07, (b) for compensation or employment,
separation and severance of officers, directors or employees in the ordinary course of business and for any issuance of Equity Interests, or other payments, awards or
grants in cash, securities or otherwise pursuant to, or the funding of, employment arrangements, stock options and stock ownership plans, or indemnities provided on
behalf of employees or directors, all which are approved by the board of directors or similar management body of any Loan Party, (c) for the maintenance of benefit
programs or arrangements with employees, officers or directors, including, without limitation, vacation plans, health and life insurance plans, deferred compensation
plans and retirement or savings plans and similar plans, in each case, in the ordinary course of business or (d) at prices and on terms and conditions not less favorable
to the Borrower or such Subsidiary than could be obtained on an arm’s-length basis from unrelated third parties.
SECTION 6.08 Business of Borrower and Subsidiaries.
Engage at any time in any business or business activity other than the business currently conducted by it and business activities reasonably similar,
incidental, related or complementary thereto and reasonable extensions thereof, including without limitation a business which is a Healthcare Service Business.
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SECTION 6.09 Other Indebtedness and Agreements.
(a) (i) Except for any waiver, supplement, modification, amendment, termination or release of the Existing Credit Agreement not prohibited by the
Intercreditor Agreement, permit any waiver, supplement, modification, amendment, termination or release of any indenture, instrument or agreement

pursuant to which any Material Indebtedness of the Borrower or any of the Subsidiaries is outstanding if the effect of such waiver, supplement, modification,
amendment, termination or release would materially increase the obligations of the obligor or confer additional material rights on the holder of such Indebtedness in
a manner adverse to the Borrower, any of the Subsidiaries or the Lenders or (ii) permit any waiver, supplement, modification or amendment of its certificate of
incorporation, by-laws, operating, management or partnership agreement or other organizational documents, to the extent any such waiver, supplement, modification
or amendment would be adverse to the Lenders in any material respect.
(b) Make any distribution, whether in cash, property, securities or a combination thereof, other than regular scheduled payments of principal and interest as
and when due (to the extent not prohibited by applicable subordination provisions), in respect of, or pay, or commit to pay, or directly or indirectly (including
pursuant to any Synthetic Purchase Agreement) redeem, repurchase, retire or otherwise acquire for consideration, or set apart any sum for the aforesaid purposes,
any Indebtedness except (i) the payment of the Indebtedness created hereunder, (ii) refinancings, renewals or extensions of Indebtedness permitted by Section 6.01,
(iii) the payment of secured Indebtedness incurred pursuant to Section 6.01(d) that becomes due as a result of the voluntary sale or transfer of the property or assets
securing such Indebtedness and (iv) the payment of the Indebtedness permitted by Section 6.01(u); provided that no payment of principal of or interest on any
Subordinated Debt permitted to exist under this Agreement shall be made.
SECTION 6.10 Financial Covenants.
(a) The Borrower shall not permit the Senior Secured Leverage Ratio as of the last day of each Test Period set forth below to be greater than the ratio set
forth opposite such date:

Senior Secured
Leverage Ratio

Test Period

June 30, 2019
September 30, 2019
December 31, 2019
March 31, 2020
June 30, 2020
September 30, 2020
December 31, 2020
March 31, 2021
June 30, 2021
September 30, 2021 and the last day of each Test Period ending thereafter

7.75:1.00
6.50:1.00
6.25:1.00
5.75:1.00
5.50:1.00
5.25:1.00
5.25:1.00
5.00:1.00
5.00:1.00
4.75:1.00

(b) The Borrower shall not permit (i) Available Liquidity to be less than $5,000,000 at any time or (ii) the average daily Available Liquidity for any calendar
week to be less than $7,500,000.
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SECTION 6.11 Fiscal Year.
With respect to the Borrower, change its fiscal year-end to a date other than December 31.
SECTION 6.12 Sanctions.
The Borrower and its Subsidiaries shall not directly or indirectly fund any activities of or business with any Person that is the subject of Sanctions, or in any
Designated Jurisdiction, or in any other manner that constitutes or would give rise to a violation by any Person (including any Person participating in the
Transactions, whether as Lender, Administrative Agent or otherwise) of Sanctions.

SECTION 6.13 Anti-Corruption, Anti-Bribery, Anti-Terrorism and Anti-Money Laundering Laws.
The Borrower and its Subsidiaries shall not directly or indirectly breach the FCPA, USA PATRIOT Act, the UK Bribery Act 2010 or any other applicable
anti-corruption, anti-bribery, anti-terrorism or anti-money laundering legislation in the United States, United Kingdom and other jurisdictions.
SECTION 6.14 Use of Proceeds.
The Borrower and its Subsidiaries shall not use the proceeds of the Loans other than for the purposes specified in Section 3.13 and subject to Section 3.24.
SECTION 6.15 Healthcare Authorizations.
(a) The Borrower and its Subsidiaries shall not transfer or assign any Healthcare Authorization, reimbursement or care contract or Nongovernmental Payor
contract except in connection with a permitted sale of a healthcare asset or if transfer could not reasonably be expected to result in, individually or in the aggregate, a
Material Adverse Effect; and
(b) The Borrower and its Subsidiaries shall not fail to maintain in effect all Healthcare Authorizations, except to the extent that such failure to maintain a
Healthcare Authorization could not reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect.
SECTION 6.16 Anti-Layering. Notwithstanding anything in this Agreement or in any other Loan Document to the contrary:
(a) the Borrower shall not, and shall not permit any Subsidiary Guarantor to, directly or indirectly, create, incur, assume, acquire or suffer to exist
any Indebtedness (other than Indebtedness created hereunder and under the other Loan Documents):
(i) that is (or is expressed to be) contractually subordinated or junior in right of payment to any Indebtedness of the Borrower or such Subsidiary
Guarantor, as the case may be, unless such Indebtedness is expressly subordinated in right of payment to the Loans or the applicable Subsidiary Guarantor’s
Guarantee of the Obligations to the extent and in the same manner as such Indebtedness is subordinated in right of payment to other Indebtedness of the
Borrower or such Subsidiary Guarantor, as the case may be (it being understood and agreed that Indebtedness shall not be considered contractually
subordinated or junior in right of payment solely because it is unsecured or secured by Liens junior in priority to Liens securing other Indebtedness); or
(ii) that is (or is expressed to be) secured by any Lien on a priority basis to the Liens securing the Indebtedness under the Existing Credit
Agreement; or
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(iii) that ranks (or is expressed to rank) senior in right of payment to the Indebtedness under the Existing Credit Agreement; or
(iv) where any of the creditors in respect thereof are entitled to receive any proceeds of collateral in priority to any of the creditors or holders in
respect of any Indebtedness under the Existing Credit Agreement; and
(b) The Borrower shall not, and shall not permit any Subsidiary Guarantor to, directly or indirectly, create, incur, assume, acquire or suffer to exist
any Indebtedness that is (or is expressed to be) secured and that is (or is expressed to be) subordinated as to rights to receive, or subject to turnover of, payments or
proceeds of collateral to any other Indebtedness of the Borrower or a Subsidiary Guarantor secured in whole or in part by the same collateral (including any “firstloss”, “first-out” or “last-out” tranche under the Existing Credit Agreement).
SECTION 6.17 Permitted Variance. The Loan Parties shall not permit:

(a) the actual “Receipts” for the most recently ended Variance Test Period to be less than 85% of the projected “Receipts” line-item for such Variance Test
Period in the Approved Budget in effect at such time; or
(b) the sum of actual “Operating Disbursements” and actual “Capital Expenditures” for the most recently ended Variance Test Period to exceed 115% of the
sum of the projected “Operating Disbursements” and the projected “Capital Expenditures” line-items for such Variance Test Period in the Approved Budget in effect
at such time; provided that the Loan Parties shall be deemed to be in compliance with this Section 6.17(b) so long as the actual new in-patient admissions for such
Variance Test Period exceed the projected new in-patient admissions for such Variance Test Period in the Approved Budget in effect at such time; provided ,
however , that the Specified Financial Advisor shall have provided an updated New Patient Report with respect to new in-patient admissions for such Variance Test
Period within three (3) Business Days of the date on which the applicable Variance Report has been or should have been delivered to the Lenders containing the
Specified Financial Advisor’s analysis of all reported new in-patient admissions for such Variance Test Period and the Specified Financial Advisor’s conclusion that
based on such analysis the Loan Parties have verified that all such new patients have insurance benefits and/or adequate financial means to pay all costs and
expenses of such new patient’s treatment.

ARTICLE VII
Events of Default
SECTION 7.01 Events of Default.
In case of the happening of any of the following events (“ Events of Default ”):
(a) any representation or warranty made or deemed made in or in connection with any Loan Document, or any representation, warranty, statement or
information contained in any report, certificate, financial statement or other instrument furnished in connection with or pursuant to any Loan Document, shall prove
to have been false or misleading in any material respect when so made, deemed made or furnished, except that such materiality qualifier shall not be applicable to
any representation and warranty that is already qualified by materiality;
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(b) default shall be made in the payment of any principal of any Loan when and as the same shall become due and payable, whether at the due date thereof
or at a date fixed for prepayment thereof or by acceleration thereof or otherwise;
(c) default shall be made in the payment of any interest or premium on any Loan or any Fee or any other amount (other than an amount referred to in
paragraph (b) above) due under any Loan Document, when and as the same shall become due and payable, and such default shall continue unremedied for a period
of five Business Days;
(d) default shall be made in the due observance or performance by the Borrower or any Subsidiary of any covenant, condition or agreement contained in
Section 5.05(a), 5.08 or in Article VI;
(e) default shall be made in the due observance or performance by the Borrower or any Subsidiary of any covenant, condition or agreement contained in any
Loan Document (other than those specified in paragraph (b), (c) or (d) above) and such default shall continue unremedied for a period of 30 days (or (x) in the case
of Section 5.04(a), (b) or (c) or 5.19, 15 Business Days or (y) in the case of Section 5.18, 2 Business Days) after the earlier of (i) notice thereof from the
Administrative Agent to the Borrower (which notice shall also be given at the request of any Lender) or (ii) knowledge thereof of the Borrower;
(f) (i) the Borrower or any Subsidiary shall fail to pay any principal, interest or amount, regardless of amount, due in respect of any Material Indebtedness,
when and as the same shall become due and payable beyond the grace period, if any, provided therefor, (ii) any other event or condition occurs that results in any
Material Indebtedness becoming due prior to its scheduled maturity or (iii) any other event or condition occurs that enables or permits (after giving effect to any
grace period) the holder or holders of any Material Indebtedness or any trustee or agent on

its or their behalf to cause any Material Indebtedness to become due, or to require the prepayment, repurchase, redemption or defeasance thereof, prior to its
scheduled maturity; provided that clauses (ii) and (iii) above shall not apply to secured Indebtedness that becomes due as a result of the voluntary sale or transfer of
the property or assets securing such Indebtedness;
(g) an involuntary proceeding shall be commenced or an involuntary petition shall be filed in a court of competent jurisdiction seeking (i) relief in respect of
the Borrower or any Material Subsidiary or of a substantial part of the property or assets of the Borrower or a Material Subsidiary, under Title 11 of the United States
Code, as now constituted or hereafter amended, or any other Federal, state or foreign bankruptcy, insolvency, receivership or similar law, (ii) the appointment of a
receiver, trustee, custodian, sequestrator, conservator or similar official for the Borrower or any Material Subsidiary or for a substantial part of the property or assets
of the Borrower or a Material Subsidiary or (iii) the winding-up or liquidation of the Borrower or any Material Subsidiary; and such proceeding or petition shall
continue undismissed for 60 days or an order or decree approving or ordering any of the foregoing shall be entered;
(h) the Borrower or any Material Subsidiary shall (i) voluntarily commence any proceeding or file any petition seeking relief under Title 11 of the United
States Code, as now constituted or hereafter amended, or any other Federal, state or foreign bankruptcy, insolvency, receivership or similar law, (ii) consent to the
institution of, or fail to contest in a timely and appropriate manner, any proceeding or the filing of any petition described in paragraph (g) above, (iii) apply for or
consent to the appointment of a receiver, trustee, custodian, sequestrator, conservator or similar official for the Borrower or any Material Subsidiary or for a
substantial part of the property or assets of the Borrower or any Material Subsidiary, (iv) file an answer admitting the material allegations of a petition filed against it
in any such proceeding, (v) make a general assignment for the benefit of creditors, (vi) become unable, admit in writing its inability or fail generally to pay its debts
as they become due or (vii) take any corporate action for the purpose of effecting any of the foregoing;
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(i) one or more judgments shall be rendered against the Borrower, any Subsidiary or any combination thereof (to the extent not fully covered by independent
and unaffiliated third-party insurance as to which the insurer has not denied coverage or does not deny coverage (or, if the applicable claim is pending, the Borrower
reasonably expects the insurer not to deny coverage)) and the same shall remain undischarged for a period of 30 consecutive days during which execution shall not
be effectively stayed, or any action shall be legally taken by a judgment creditor to levy upon assets or properties of the Borrower or any Subsidiary to enforce any
such judgment and such judgment either (i) is for the payment of money in an aggregate amount in excess of $15,000,000 or (ii) is for injunctive relief and could
reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect;
(j) there shall occur an ERISA Event, that, when taken together with all other such ERISA Events, could reasonably be expected to result in, individually or
in the aggregate, a Material Adverse Effect to the Borrower and its ERISA Affiliates;
(k) any Guarantee under the Guarantee and Collateral Agreement for any reason shall cease to be in full force and effect (other than in accordance with its
terms), or any Subsidiary Guarantor shall deny in writing that it has any further liability under the Guarantee and Collateral Agreement (other than as a result of the
discharge of such Subsidiary Guarantor in accordance with the terms of the Loan Documents);
(l) the security interests purported to be created by the Security Documents shall cease to be, or shall be asserted by the Borrower or any other Loan Party
not to be, for any reason a valid and perfected Lien with the priority required by the applicable Loan Documents on and security interest in any material portion of
the Collateral purported to be covered thereby, subject to Permitted Liens (other than Permitted Liens described in Section 6.02(u)), except (i) as a result of the
Collateral Agent’s action or failure to take any action required to be taken by it following the due performance by the Loan Parties of any related obligation of a
Loan Party and (ii) as to Collateral consisting of material owned or leased real property to the extent that covered by a lender’s title insurance policy and such insurer
has not denied coverage;

(m) any Subordinated Debt of the Borrower and the Subsidiaries constituting Material Indebtedness shall cease (or any Loan Party or an Affiliate of any
Loan Party shall so assert in writing), for any reason, to be validly subordinated to the Obligations as provided in the indenture or other agreement evidencing such
Subordinated Debt;
(n) there occurs the loss, suspension or revocation of, or failure to renew, any registrations, licenses, permits, authorizations or clearances (including, for the
avoidance of doubt, the Healthcare Authorizations) now held or hereafter acquired by the Borrower or any other Loan Party, if such loss, suspension, revocation or
failure to renew could reasonably be expected to result in, individually or in the aggregate, a Material Adverse Effect;
(o) there shall have occurred a Change in Control;
(p) any Loan Party is excluded from any Nongovernmental Payor program that has resulted or could reasonably be expected to result in non-compliance
with the financial covenants in Section 6.10; or
(q) the Intercreditor Agreement shall, in whole or in part, cease to be effective or cease to be legally valid, binding and enforceable against any party thereto
(or against any person on whose behalf any such party makes covenants or agreements therein), or otherwise not be effective to create the rights and obligations
purported to be created thereunder, unless the same results directly from the action or inaction of the Administrative Agent;
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then, and in every such event (other than an event with respect to the Borrower described in paragraph (g) or (h) above), and at any time thereafter during the
continuance of such event, the Administrative Agent may, and at the request of the Required Lenders shall, by notice to the Borrower, take either or both of the
following actions, at the same or different times: (i) terminate forthwith the Commitments and (ii) declare the Loans then outstanding to be forthwith due and
payable in whole or in part, whereupon the principal of the Loans so declared to be due and payable, together with accrued interest thereon and any unpaid accrued
Fees, the Exit Payment and all other liabilities of the Borrower accrued hereunder and under any other Loan Document, shall become forthwith due and payable,
without presentment, demand, protest or any other notice of any kind, all of which are hereby expressly waived by the Borrower, anything contained herein or in any
other Loan Document to the contrary notwithstanding; and in any event with respect to the Borrower described in paragraph (g) or (h) above, the Commitments shall
automatically terminate and the principal of the Loans then outstanding, together with accrued interest thereon and any unpaid accrued Fees, the Exit Payment and
all other liabilities of the Borrower accrued hereunder and under any other Loan Document, shall automatically become due and payable, without presentment,
demand, protest or any other notice of any kind, all of which are hereby expressly waived by the Borrower, anything contained herein or in any other Loan
Document to the contrary notwithstanding.
SECTION 7.02 Right to Cure.
(a) Notwithstanding anything to the contrary contained in Section 7.01, in the event that the Borrower fails to comply with the financial covenant in
Section 6.10(a), from the day after the end of the applicable four fiscal quarter period until the date that is ten Business Days after the date on which the Compliance
Certificate is required to be delivered pursuant to Section 5.04(c) for such fiscal period, the Borrower shall have the right to issue Junior Capital for cash or otherwise
receive the net cash proceeds of any cash capital contribution (collectively, the “ Cure Right ”), and upon the receipt by the Borrower of such cash net proceeds (the
“ Cure Amount ”), the financial covenant in Section 6.10(a) shall be recalculated giving effect to the following pro forma adjustments:
(i) Consolidated EBITDA shall be increased, solely for the purpose of measuring the financial covenant in Section 6.10(a) and not for any other
purpose under this Agreement, by an amount equal to the Cure Amount for the fiscal quarter with respect to which the Cure Right is exercised and each of
the following three fiscal quarters; and
(ii) if, after giving effect to the foregoing recalculations, the Borrower shall then be in compliance with the requirements of the financial covenant in
Section 6.10(a), the Borrower shall be deemed to have satisfied the requirements of such financial covenant, as of the relevant time with the same effect as
though there had been no failure to comply therewith at such time, and the applicable breach or default of such financial covenant that had occurred shall be
deemed cured for all purposes of this Agreement.

(b) Notwithstanding anything herein to the contrary, (i) in each four-fiscal-quarter period there shall be at least two fiscal quarters in which the Cure Right is
not exercised, (ii) the Cure Right may be exercised on no more than four occasions, (iii) the Cure Amount shall be no greater than the amount required for purposes
of complying with the financial covenant in Section 6.10(a), (iv) all Cure Amounts and the use of proceeds therefrom shall be disregarded for all other purposes
under the Loan Documents (including calculating Consolidated EBITDA and for purposes of Section 6.06), (v) upon the Administrative Agent’s receipt of a notice
from the Borrower that it intends to exercise the Cure Right, neither the Administrative Agent nor any Lender shall exercise the right to accelerate the Loans or
terminate the Commitments and neither the Administrative Agent nor any Lender, Collateral Agent or any other Secured Party shall exercise any right to foreclose
on or take possession of the Collateral solely on the basis of an Event of Default having occurred and being continuing under the financial covenant in
Section 6.10(a)
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until the expiration of the ten Business Day period referred to in the first sentence of Section 7.02(a) (unless prior to the expiration thereof, the application of the
Cure Right so cured such Event of Default in accordance with the foregoing provisions), and (vi) if, after increasing the amount of Consolidated EBITDA in
accordance with Section 7.02(a)(i), the Borrower shall be in compliance with the requirements of Section 6.10(a) in accordance with Section 7.02(a)(ii), then any
Event of Default arising from the failure of the Borrower to be in compliance with Section 6.10(a) shall automatically, without any further action by any party
hereto, be deemed not to have occurred hereunder.

ARTICLE VIII
The Administrative Agent and the Collateral Agent; Etc.
Each Lender hereby irrevocably appoints the Administrative Agent and the Collateral Agent (for purposes of this Article VIII, the Administrative Agent and
the Collateral Agent are referred to collectively as the “ Agents ”) its agent and authorizes the Agents to take such actions on its behalf and to exercise such powers
as are delegated to such Agent by the terms of the Loan Documents, together with such actions and powers as are reasonably incidental thereto. Without limiting the
generality of the foregoing, the Agents are hereby expressly authorized to (i) execute any and all documents (including releases) with respect to the Collateral and
the rights of the Secured Parties with respect thereto, as contemplated by and in accordance with the provisions of this Agreement and the Security Documents and
(ii) negotiate, enforce or the settle any claim, action or proceeding affecting the Lenders in their capacity as such, at the direction of the Required Lenders, which
negotiation, enforcement or settlement will be binding upon each Lender.
The institution serving as the Administrative Agent and/or the Collateral Agent hereunder shall have the same rights and powers in its capacity as a Lender
as any other Lender and may exercise the same as though it were not an Agent, and such bank and its Affiliates may accept deposits from, lend money to and
generally engage in any kind of business with the Borrower or any Subsidiary or other Affiliate thereof as if it were not an Agent hereunder.
No Agent shall have any duties or obligations except those expressly set forth in the Loan Documents. Without limiting the generality of the foregoing,
(a) neither Agent shall be subject to any fiduciary or other implied duties, regardless of whether a Default has occurred and is continuing, (b) neither Agent shall
have any duty to take any discretionary action or exercise any discretionary powers, except discretionary rights and powers expressly contemplated hereby that such
Agent is instructed in writing to exercise by the Required Lenders (or such other number or percentage of the Lenders as shall be necessary under the circumstances
as provided in Section 9.08); provided that the Administrative Agent shall not be required to take any action that, in its opinion or the opinion of its counsel, may
expose the Administrative Agent to liability or that is contrary to any Loan Document or Requirement of Law, including for the avoidance of doubt any action that
may be in violation of the automatic stay under any Debtor Relief Law or that may effect a forfeiture, modification or termination of property of a Defaulting Lender
in violation of any Debtor Relief Law, and (c) except as expressly set forth in the Loan Documents, neither Agent shall have any duty to disclose, nor shall it be
liable for the failure to disclose, any information relating to the Borrower or any of the Subsidiaries that is communicated to or obtained by the bank serving as
Administrative Agent and/or Collateral Agent or any of its Affiliates in any capacity. Neither Agent shall be liable for any action

taken or not taken by it with the consent or at the request of the Required Lenders (or such other number or percentage of the Lenders as shall be necessary under the
circumstances as provided in Section 9.08) or in the absence of its own gross negligence or willful misconduct. Neither Agent shall be deemed to have knowledge of
any Default unless and until written notice thereof is given to such Agent by the Borrower or a Lender, and neither Agent shall be responsible for or have any duty to
ascertain or inquire into (i) any statement, warranty or representation made in or in connection with any Loan Document, (ii) the contents of any certificate, report or
other document delivered thereunder or in
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connection therewith, (iii) the performance or observance of any of the covenants, agreements or other terms or conditions set forth in any Loan Document, (iv) the
validity, enforceability, effectiveness or genuineness of any Loan Document or any other agreement, instrument or document or (v) the satisfaction of any condition
set forth in Article IV or elsewhere in any Loan Document, other than to confirm receipt of items expressly required to be delivered to such Agent.
Each Agent shall be entitled to rely upon, and shall not incur any liability for relying upon, any notice, request, certificate, consent, statement, instrument,
document or other writing believed by it to be genuine and to have been signed or sent by the proper Person. Each Agent may also rely upon any statement made to
it orally or by telephone and believed by it to have been made by the proper Person, and shall not incur any liability for relying thereon. Each Agent may consult
with legal counsel (who may be counsel for the Borrower), independent accountants and other experts selected by it, and shall not be liable for any action taken or
not taken by it in accordance with the advice of any such counsel, accountants or experts.
Each Agent may perform any and all its duties and exercise its rights and powers by or through any one or more sub-agents appointed by it. Each Agent and
any such sub-agent may perform any and all its duties and exercise its rights and powers by or through their respective Related Parties. The exculpatory provisions of
the preceding paragraphs shall apply to any such sub-agent and to the Related Parties of each Agent and any such sub-agent, and shall apply to their respective
activities in connection with the syndication of the Credit Facility as well as activities as Agent.
Subject to the appointment and acceptance of a successor Agent as provided below, (x) either Agent may resign at any time by notifying the Lenders and the
Borrower and/or (y) any Agent may be removed by the Required Lenders on not less than 30 calendar days’ prior written notice. Upon any such resignation or
removal, the Required Lenders shall have the right to appoint a successor, without the consent of the Borrower. If no successor shall have been so appointed by the
Required Lenders and shall have accepted such appointment within 30 days after the retiring Agent gives notice of its resignation, then the retiring Agent may, on
behalf of the Lenders, appoint a successor Agent. If no successor Agent has been appointed pursuant to the immediately preceding sentence by the 30 th day after the
date such notice of resignation was given by such Agent, such Agent’s resignation shall become effective and the Required Lenders shall thereafter perform all the
duties of such Agent hereunder and/or under any other Loan Document until such time, if any, as the Required Lenders appoint a successor Administrative Agent
and/or Collateral Agent, as the case may be, without the consent of the Borrower. Upon the acceptance of its appointment as Agent hereunder by a successor, such
successor shall succeed to and become vested with all the rights, powers, privileges and duties of the retiring Agent, and the retiring Agent shall be discharged from
its duties and obligations hereunder. The fees payable by the Borrower to a successor Agent shall be the same as those payable to its predecessor unless otherwise
agreed between the Borrower and such successor. After an Agent’s resignation hereunder, the provisions of this Article and Section 9.05 shall continue in effect for
the benefit of such retiring Agent, its sub-agents and their respective Related Parties in respect of any actions taken or omitted to be taken by any of them while
acting as Agent.
If the Person serving as Administrative Agent is a Defaulting Lender pursuant to clause (d) of the definition thereof, the Required Lenders may, to the extent
permitted by applicable law, by notice in writing to the Borrower and such Person remove such Person as Administrative Agent and, in consultation with the
Borrower, appoint a successor. If no such successor shall have been so appointed by the Required Lenders and shall have accepted such appointment within 30 days
(or such earlier day as shall be agreed by the Required Lenders) (the “ Removal Effective Date ”), then such removal shall nonetheless become effective in
accordance with such notice on the

Removal Effective Date and the Required Lenders shall thereafter perform all the duties of the Administrative Agent hereunder and/or under any other Loan
Document until such time, if any, as the Required Lenders appoint a successor Administrative Agent.
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Each Lender acknowledges that it has, independently and without reliance upon the Agents or any other Lender and based on such documents and
information as it has deemed appropriate, made its own credit analysis and decision to enter into this Agreement. Each Lender also acknowledges that it will,
independently and without reliance upon the Agents or any other Lender and based on such documents and information as it shall from time to time deem
appropriate, continue to make its own decisions in taking or not taking action under or based upon this Agreement or any other Loan Document, any related
agreement or any document furnished hereunder or thereunder.

ARTICLE IX
Miscellaneous
SECTION 9.01 Notices; Electronic Communications.
Notices and other communications provided for herein shall be in writing and shall be delivered by hand or overnight courier service, mailed by certified or
registered mail, sent by fax or via electronic mail, as follows:
(a) if to the Borrower, to it at AAC Holdings, Inc., 200 Powell Place, Brentwood, TN 37027, Attention: Andrew W. McWilliams, Chief Financial Officer
(Telephone: 615-732-1385; Email: amcwilliams@contactaac.com) and Attention: Christopher Chi, General Counsel and Secretary (Telephone: 615-732-1628;
Email: cchi@contactaac.com);
(b) if to the Administrative Agent, to Credit Suisse AG, Agency Manager, Eleven Madison Avenue, 9 th Floor, New York, NY 10010, Fax No. 212-3222291, Email: agency.loanops@credit-suisse.com;
(c) [reserved]; and
(d) if to a Lender, to it at its address (or fax number) set forth on Schedule 2.01 or in the Assignment and Acceptance pursuant to which such Lender shall
have become a party hereto.
All notices and other communications given to any party hereto in accordance with the provisions of this Agreement shall be deemed to have been given on
the date of receipt if delivered by hand or overnight courier service or sent by fax or on the date five Business Days after dispatch by certified or registered mail if
mailed, in each case delivered, sent or mailed (properly addressed) to such party as provided in this Section 9.01 or in accordance with the latest unrevoked direction
from such party given in accordance with this Section 9.01. As agreed to among the Borrower, the Administrative Agent and the applicable Lenders from time to
time, notices and other communications may also be delivered by e-mail to the e-mail address of a representative of the applicable Person provided from time to time
by such Person.
The Borrower hereby agrees, unless directed otherwise by the Administrative Agent or unless the electronic mail address referred to below has not been
provided by the Administrative Agent to the Borrower, that it will, or will cause its Subsidiaries to, provide to the Administrative Agent all information, documents
and other materials that it is obligated to furnish to the Administrative Agent pursuant to the Loan Documents or to the Lenders under Article V, including all
notices, requests, financial statements, financial and other reports, certificates and other information materials, but excluding any such communication that (i) is or
relates to a Borrowing Request, a notice pursuant to Section 2.10, (ii) relates to the payment of any principal or other amount due under this Agreement prior to the
scheduled date therefor, (iii) provides notice of any Default or Event of Default under this Agreement or any other Loan Document or (iv) is required to be delivered
to satisfy any condition precedent to the effectiveness of this
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Agreement and/or any Borrowing or other extension of credit hereunder (all such non-excluded communications being referred to herein collectively as “
Communications ”), by transmitting the Communications in an electronic/soft medium that is properly identified in a format acceptable to the Administrative Agent
to an electronic mail address as directed by the Administrative Agent. In addition, the Borrower agrees, and agrees to cause its Subsidiaries, to continue to provide
the Communications to the Administrative Agent or the Lenders, as the case may be, in the manner specified in the Loan Documents but only to the extent requested
by the Administrative Agent.
The Borrower hereby acknowledges that (a) the Administrative Agent will make available to the Lenders materials and/or information provided by or on
behalf of the Borrower hereunder (collectively, the “ Borrower Materials ”) by posting the Borrower Materials on Intralinks or another similar electronic system (the
“ Platform ”) and (b) certain of the Lenders may be “public-side” Lenders (i.e., Lenders that do not wish to receive material non-public information with respect to
the Borrower, their respective subsidiaries or their respective securities) (each, a “ Public Lender ”). The Borrower hereby agrees that (w) all Borrower Materials
that are to be made available to Public Lenders shall be clearly and conspicuously marked “PUBLIC” which, at a minimum, shall mean that the word “PUBLIC”
shall appear prominently on the first page thereof; (x) by marking Borrower Materials “PUBLIC,” the Borrower shall be deemed to have authorized the
Administrative Agent and the Lenders to treat such Borrower Materials as not containing any material non-public information with respect to the Borrower, their
respective subsidiaries or their respective securities for purposes of foreign, United States federal and state securities laws ( provided that, to the extent such
Borrower Materials constitute Information, they shall be treated as set forth in Section 9.16); (y) all Borrower Materials marked “PUBLIC” are permitted to be made
available through a portion of the Platform designated as “Public Investor”; and (z) the Administrative Agent shall be entitled to treat any Borrower Materials that
are not marked “PUBLIC” as being suitable only for posting on a portion of the Platform not marked as “Public Investor”. Notwithstanding the foregoing, the
following Borrower Materials shall be deemed to be marked “PUBLIC” unless the Borrower notifies the Administrative Agent promptly that any such document
contains material non-public information: (1) the Loan Documents, (2) any notification of changes in the terms of the Credit Facility and (3) all information
delivered pursuant to Sections 5.04(a), (b) and (c).
Each Public Lender agrees to cause at least one individual at or on behalf of such Public Lender to at all times have selected the “Private Side Information”
or similar designation on the content declaration screen of the Platform in order to enable such Public Lender or its delegate, in accordance with such Public
Lender’s compliance procedures and applicable law, including foreign, United States Federal and state securities laws, to make reference to Communications that are
not made available through the “Public Side Information” portion of the Platform and that may contain material non-public information with respect to the Borrower
or its securities for purposes of foreign, United States Federal or state securities laws.
THE PLATFORM IS PROVIDED “AS IS” AND “AS AVAILABLE.” NEITHER THE ADMINISTRATIVE AGENT NOR ANY OF ITS RELATED
PARTIES WARRANTS THE ACCURACY OR COMPLETENESS OF THE COMMUNICATIONS OR THE ADEQUACY OF THE PLATFORM AND EACH
EXPRESSLY DISCLAIMS LIABILITY FOR ERRORS OR OMISSIONS IN THE COMMUNICATIONS. NO WARRANTY OF ANY KIND, EXPRESS,
IMPLIED OR STATUTORY, INCLUDING ANY WARRANTY OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, NONINFRINGEMENT OF THIRD PARTY RIGHTS OR FREEDOM FROM VIRUSES OR OTHER CODE DEFECTS IS MADE BY THE ADMINISTRATIVE
AGENT OR ANY OF ITS RELATED PARTIES IN CONNECTION WITH THE COMMUNICATIONS OR THE PLATFORM. IN NO EVENT SHALL THE
ADMINISTRATIVE AGENT OR ANY OF ITS RELATED PARTIES HAVE ANY LIABILITY TO ANY LOAN PARTY, ANY LENDER OR ANY OTHER
PERSON FOR DAMAGES OF ANY KIND, WHETHER OR NOT BASED ON STRICT LIABILITY AND INCLUDING DIRECT OR INDIRECT, SPECIAL,
INCIDENTAL OR CONSEQUENTIAL
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DAMAGES, LOSSES OR EXPENSES (WHETHER IN TORT, CONTRACT OR OTHERWISE) ARISING OUT OF ANY LOAN PARTY’S OR THE
ADMINISTRATIVE AGENT’S TRANSMISSION OF COMMUNICATIONS THROUGH THE INTERNET, EXCEPT TO THE EXTENT THE LIABILITY OF
ANY LOAN PARTY IS FOUND IN A FINAL RULING BY A COURT OF COMPETENT JURISDICTION TO HAVE

RESULTED PRIMARILY FROM SUCH LOAN PARTY’S GROSS NEGLIGENCE OR WILLFUL MISCONDUCT.
The Administrative Agent agrees that the receipt of the Communications by the Administrative Agent at its e-mail address set forth above shall constitute
effective delivery of the Communications to the Administrative Agent for purposes of the Loan Documents. Each Lender agrees that receipt of notice to it (as
provided in the next sentence) specifying that the Communications have been posted to the Platform shall constitute effective delivery of the Communications to
such Lender for purposes of the Loan Documents. Each Lender agrees to notify the Administrative Agent in writing (including by electronic communication) from
time to time of such Lender’s e-mail address to which the foregoing notice may be sent by electronic transmission and that the foregoing notice may be sent to such
e-mail address.
Nothing herein shall prejudice the right of the Administrative Agent or any Lender to give any notice or other communication pursuant to any Loan
Document in any other manner specified in such Loan Document.
SECTION 9.02 Survival of Agreement.
All covenants, agreements, representations and warranties made by the Borrower herein and in the certificates or other instruments prepared or delivered in
connection with or pursuant to this Agreement or any other Loan Document shall be considered to have been relied upon by the Lenders and shall survive the
making by the Lenders of the Loans, regardless of any investigation made by the Lenders or on their behalf, and shall continue in full force and effect as long as the
principal of or any accrued interest on any Loan or any Fee or any other amount payable under this Agreement or any other Loan Document is outstanding and
unpaid and so long as the Commitments have not been terminated. The provisions of Sections 2.14, 2.16, 2.20 and 9.05 shall remain operative and in full force and
effect regardless of the expiration of the term of this Agreement, the consummation of the transactions contemplated hereby, the repayment of any of the Loans, the
expiration of the Commitments, the invalidity or unenforceability of any term or provision of this Agreement or any other Loan Document, or any investigation
made by or on behalf of the Administrative Agent, the Collateral Agent or any Lender.
SECTION 9.03 Binding Effect.
This Agreement shall become effective when it shall have been executed by the Borrower and the Administrative Agent and when the Administrative Agent
shall have received counterparts hereof which, when taken together, bear the signatures of each of the other parties hereto.
SECTION 9.04 Successors and Assigns.
(a) Whenever in this Agreement any of the parties hereto is referred to, such reference shall be deemed to include the permitted successors and assigns of
such party; and all covenants, promises and agreements by or on behalf of the Borrower, the other Loan Parties, the Administrative Agent, the Collateral Agent or
the Lenders that are contained in this Agreement shall bind and inure to the benefit of their respective successors and assigns.
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(b) Subject to Section 9.04(m), each Lender may assign to one or more Eligible Assignees all or a portion of its interests, rights and obligations under this
Agreement (including all or a portion of its Commitment and the Loans at the time owing to it); provided , however , that (i) the amount of the Commitment or
Loans of the assigning Lender subject to each such assignment (determined as of the date the Assignment and Acceptance with respect to such assignment is
delivered to the Administrative Agent) shall be in an integral multiple of, and not less than, $1,000,000 (or, if less, the entire remaining amount of such Lender’s
Commitment or Loans of the relevant Class); provided that simultaneous assignments by two or more Related Funds shall be combined for purposes of determining
whether the minimum assignment requirement is met, (ii) the parties to each assignment shall (A) execute and deliver to the Administrative Agent an Assignment
and Acceptance via an electronic settlement system acceptable to the Administrative Agent or (B) if previously agreed with the Administrative Agent, manually
execute and deliver to the Administrative Agent an Assignment and Acceptance, and, in each case, shall pay to the Administrative Agent a processing and
recordation fee of $3,500 (which fee may be waived or reduced in the sole

discretion of the Administrative Agent) and (iii) the assignee, if it shall not be a Lender, shall deliver to the Administrative Agent an Administrative Questionnaire
(in which the assignee shall designate one or more credit contacts to whom all syndicate-level information (which may contain material non-public information
about the Loan Parties and their Related Parties or their respective securities) will be made available and who may receive such information in accordance with the
assignee’s compliance procedures and applicable laws, including foreign, United States Federal and state securities laws) and all applicable tax forms. Upon
acceptance and recording pursuant to paragraph (e) of this Section 9.04, from and after the effective date specified in each Assignment and Acceptance, (A) the
assignee thereunder shall be a party hereto and, to the extent of the interest assigned by such Assignment and Acceptance, have the rights and obligations of a Lender
under this Agreement and (B) the assigning Lender thereunder shall, to the extent of the interest assigned by such Assignment and Acceptance, be released from its
obligations under this Agreement (and, in the case of an Assignment and Acceptance covering all or the remaining portion of an assigning Lender’s rights and
obligations under this Agreement, such Lender shall cease to be a party hereto but shall continue to be entitled to the benefits of, and subject to the obligations of,
Sections 2.14, 2.16, 2.20 and 9.05, as well as to any Fees accrued for its account and not yet paid); provided that, except to the extent otherwise expressly agreed by
the affected parties, no assignment by a Defaulting Lender will constitute a waiver or release of any claim of any party hereunder arising from that Lender’s having
been a Defaulting Lender.
(c) By executing and delivering an Assignment and Acceptance, the assigning Lender thereunder and the assignee thereunder shall be deemed to confirm to
and agree with each other and the other parties hereto as follows: (i) such assigning Lender warrants that it is the legal and beneficial owner of the interest being
assigned thereby free and clear of any adverse claim and that its Term Loan Commitment and the outstanding balances of its Term Loans, in each case without
giving effect to assignments thereof which have not become effective, are as set forth in such Assignment and Acceptance, (ii) except as set forth in clause (i) above,
such assigning Lender makes no representation or warranty and assumes no responsibility with respect to any statements, warranties or representations made in or in
connection with this Agreement, or the execution, legality, validity, enforceability, genuineness, sufficiency or value of this Agreement, any other Loan Document or
any other instrument or document furnished pursuant hereto, or the financial condition of the Borrower or any Subsidiary or the performance or observance by the
Borrower or any Subsidiary of any of its obligations under this Agreement, any other Loan Document or any other instrument or document furnished pursuant
hereto; (iii) such assignee represents and warrants that it is an Eligible Assignee legally authorized to enter into such Assignment and Acceptance; (iv) such assignee
confirms that it has received a copy of this Agreement, together with copies of the most recent financial statements referred to in Section 3.05(a) or delivered
pursuant to Section 5.04 and such other documents and information as it has deemed appropriate to make its own credit analysis and decision to enter into such
Assignment and Acceptance; (v) such assignee will independently and without reliance upon the Administrative Agent, the Collateral Agent, such assigning Lender
or any other Lender and based on such documents and information as it shall deem appropriate at the time, continue to make its own credit decisions in taking or not
taking action under this Agreement; (vi) such assignee appoints and
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authorizes the Administrative Agent and the Collateral Agent to take such action as agent on its behalf and to exercise such powers under this Agreement as are
delegated to the Administrative Agent and the Collateral Agent, respectively, by the terms hereof, together with such powers as are reasonably incidental thereto;
and (vii) such assignee agrees that it will perform in accordance with their terms all the obligations which by the terms of this Agreement are required to be
performed by it as a Lender.
(d) The Administrative Agent, acting solely for this purpose as an agent of the Borrower, shall maintain at one of its offices in The City of New York a copy
of each Assignment and Acceptance delivered to it and a register for the recordation of the names and addresses of the Lenders, and the Commitment of, and
principal amount (and stated interest) of the Loans owing to, each Lender pursuant to the terms hereof from time to time (the “ Register ”). The entries in the
Register shall be conclusive absent manifest error and the Borrower, the Administrative Agent, the Collateral Agent and the Lenders shall treat each Person whose
name is recorded in the Register pursuant to the terms hereof as a Lender hereunder for all purposes of this Agreement, notwithstanding notice to the contrary;
provided that except to the extent otherwise expressly agreed by the affected parties, no assignment by a Defaulting Lender will constitute a waiver or release of any
claim of any party hereunder arising from the Lender’s having been

a Defaulting Lender. The Register shall be available for inspection by the Borrower, the Collateral Agent and any Lender, at any reasonable time and from time to
time upon reasonable prior notice.
(e) Upon its receipt of, and consent to, a duly completed Assignment and Acceptance executed by an assigning Lender and an assignee, an Administrative
Questionnaire completed in respect of the assignee (unless the assignee shall already be a Lender hereunder), the processing and recordation fee referred to in
paragraph (b) above, if applicable, and the written consent of the Administrative Agent and, if required, the Borrower to such assignment and any applicable tax
forms, the Administrative Agent shall promptly (i) accept such Assignment and Acceptance and (ii) record the information contained therein in the Register. No
assignment shall be effective unless it has been recorded in the Register as provided in this paragraph (e).
(f) Each Lender may without the consent of the Borrower or the Administrative Agent sell participations to one or more banks or other Persons (other than
to any Disqualified Institution or any natural person) in all or a portion of its rights and obligations under this Agreement (including all or a portion of its
Commitment and the Loans owing to it); provided , however , that (i) such Lender’s obligations under this Agreement shall remain unchanged, (ii) such Lender shall
remain solely responsible to the other parties hereto for the performance of such obligations, (iii) the participating banks or other Persons shall be entitled to the
benefit of the cost protection provisions contained in, and subject to the obligations contained in, Section 2.14, 2.16 and 2.20 to the same extent as if they were
Lenders ( provided that such participating bank or other Person (A) agrees to be subject to the provisions of Sections 2.21 as if it were an assignee under paragraph
(b) of this Section; and (B) shall not be entitled to receive any greater payment under Section 2.14 or 2.20, with respect to any participation, than its participating
Lender would have been entitled to receive, except to the extent such entitlement to receive a greater payment results from a Change in Law that occurs after the
participating bank or other Person acquired the applicable participation) and (iv) the Borrower, the Administrative Agent and the Lenders shall continue to deal
solely and directly with such Lender in connection with such Lender’s rights and obligations under this Agreement, and such Lender shall retain the sole right to
enforce the obligations of the Borrower relating to the Loans and to approve any amendment, modification or waiver of any provision of this Agreement (other than
amendments, modifications or waivers decreasing any fees payable to such participating bank or Person hereunder or the amount of principal of or the rate at which
interest is payable on the Loans in which such participating bank or Person has an interest, extending any scheduled principal payment date or date fixed for the
payment of interest on the Loans in which such participating bank or Person has an interest, increasing or extending the Commitments in which such participating
bank or Person has an interest or releasing any Subsidiary Guarantor (other than in connection with the sale of such Subsidiary Guarantor in a transaction permitted
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by Section 6.05) or all or substantially all of the Collateral). To the extent permitted by law, each participating bank or other Person also shall be entitled to the
benefits of Section 9.06 as though it were a Lender, provided such participating bank or other Person agrees to be subject to Section 2.18 as though it were a Lender.
Each Lender that sells a participation shall, acting solely for this purpose as a non-fiduciary agent of the Borrower, maintain a register on which it enters the name
and address of each participating bank or other Person and the principal amounts (and stated interest) of each participant’s interest in the Loans or other obligations
under the Loan Documents (the “ Participant Register ”); provided that no Lender shall have any obligation to disclose all or any portion of the Participant Register
to any Person (including the identity of any participant or any information relating to a participant’s interest in any Commitments, Loans or its other obligations
under any Loan Document) except to the extent that such disclosure is necessary to establish that such commitment, loan, letter of credit or other obligation is in
registered form under Section 5f.103-1(c) of the United States Treasury Regulations. The entries in the Participant Register shall be conclusive absent manifest error,
and such Lender shall treat each Person whose name is recorded in the Participant Register as the owner of such participation for all purposes of this Agreement
notwithstanding any notice to the contrary.
(g) Any Lender or participant may, in connection with any assignment or participation or proposed assignment or participation pursuant to this Section 9.04,
disclose to the assignee or participant or proposed assignee or participant any information relating to the Borrower furnished to such Lender by or on behalf of the
Borrower; provided that, prior to any such disclosure of information designated by the Borrower as confidential, each such assignee or participant or proposed
assignee or participant shall execute an agreement whereby such assignee or

participant shall agree (subject to customary exceptions) to preserve the confidentiality of such confidential information on terms no less restrictive than those
applicable to the Lenders pursuant to Section 9.16.
(h) Any Lender may at any time assign all or any portion of its rights under this Agreement to secure extensions of credit to such Lender or in support of
obligations owed by such Lender; provided that no such assignment shall release a Lender from any of its obligations hereunder or substitute any such assignee for
such Lender as a party hereto.
(i) Notwithstanding anything to the contrary contained herein, any Lender (a “ Granting Lender ”) may grant to a special purpose funding vehicle (an “
SPV ”), identified as such in writing from time to time by the Granting Lender to the Administrative Agent and the Borrower, the option to provide to the Borrower
all or any part of any Loan that such Granting Lender would otherwise be obligated to make to the Borrower pursuant to this Agreement; provided that (i) nothing
herein shall constitute a commitment by any SPV to make any Loan and (ii) if an SPV elects not to exercise such option or otherwise fails to provide all or any part
of such Loan, the Granting Lender shall be obligated to make such Loan pursuant to the terms hereof. The making of a Loan by an SPV hereunder shall utilize the
Commitment of the Granting Lender to the same extent, and as if, such Loan were made by such Granting Lender. Each party hereto hereby agrees that no SPV shall
be liable for any indemnity or similar payment obligation under this Agreement (all liability for which shall remain with the Granting Lender). In furtherance of the
foregoing, each party hereto hereby agrees (which agreement shall survive the termination of this Agreement) that, prior to the date that is one year and one day after
the payment in full of all outstanding commercial paper or other senior indebtedness of any SPV, it will not institute against, or join any other Person in instituting
against, such SPV any bankruptcy, reorganization, arrangement, insolvency or liquidation proceedings under the laws of the United States or any State or territory
thereof. In addition, notwithstanding anything to the contrary contained in this Section 9.04, any SPV may (i) with notice to, but without the prior written consent of,
the Borrower and the Administrative Agent and without paying any processing fee therefor, assign all or a portion of its interests in any Loans to the Granting
Lender or to any financial institutions (consented to in writing by the Borrower and Administrative Agent) providing liquidity and/or credit support to or for the
account of such SPV to support the funding or maintenance of Loans and (ii) disclose on a confidential basis any non-public information relating to its Loans to any
rating agency, commercial paper dealer or provider of any surety, guarantee or credit or liquidity enhancement to such SPV.
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(j) The Borrower shall not assign or delegate any of its rights or duties hereunder without the prior written consent of the Administrative Agent and each
Lender, and any attempted assignment without such consent shall be null and void.
(k) In connection with any assignment of rights and obligations of any Defaulting Lender hereunder, no such assignment shall be effective unless and until,
in addition to the other conditions thereto set forth herein, the parties to the assignment shall make such additional payments to the Administrative Agent in an
aggregate amount sufficient, upon distribution thereof as appropriate (which may be outright payment, purchases by the assignee of participations or
subparticipations, or other compensating actions, including funding, with the consent of the Borrower and the Administrative Agent, the applicable pro rata share of
Loans previously requested but not funded by the Defaulting Lender, to each of which the applicable assignee and assignor hereby irrevocably consent), to (x) pay
and satisfy in full all payment liabilities then owed by such Defaulting Lender to the Administrative Agent and each other Lender hereunder (and interest accrued
thereon), and (y) acquire (and fund as appropriate) its full pro rata share of all Loans. Notwithstanding the foregoing, in the event that any assignment of rights and
obligations of any Defaulting Lender hereunder shall become effective under applicable law without compliance with the provisions of this paragraph, then the
assignee of such interest shall be deemed to be a Defaulting Lender for all purposes of this Agreement until such compliance occurs.
(l) Notwithstanding anything in this Agreement to the contrary, any Term Lender may, at any time, assign all or a portion of its Term Loans on a non-pro
rata basis to the Borrower or any Subsidiary through Dutch Auctions open to all Term Lenders on a pro rata basis, subject to the following limitations:
(i) the Borrower and each Subsidiary (as applicable) shall represent and warrant as of the date of any such assignment, that neither it nor any of its
respective directors or officers has any material non-public

information with respect to the Borrower or the Subsidiaries or any of their respective securities that has not been disclosed to the Term Lenders generally
(other than because such Term Lenders do not wish to receive material non-public information with respect to the Borrower or the Subsidiaries or any of
their respective securities) prior to such date;
(ii) immediately upon the effectiveness of such assignment of Term Loans from a Term Lender to the Borrower or any Subsidiary, such Term
Loans and all rights and obligations as a Term Lender related thereto shall, for all purposes under this Agreement, the other Loan Documents and otherwise,
be deemed to be irrevocably prepaid, terminated. extinguished, cancelled and of no further force and effect and the Borrower and such Subsidiary (as
applicable) shall neither obtain nor have any rights as a Term Lender hereunder or under the other Loan Documents by virtue of such assignment;
(iii) the Borrower and each Subsidiary shall not use the proceeds of any Revolving Loans for any such assignment; and
(iv) no Default or Event of Default shall have occurred and be continuing or would result therefrom.
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(m) Only for so long as any of the Backstop Lenders hold a majority of the outstanding Loans and unfunded commitments under this Agreement (if any),
each Lender hereby agrees that prior to such Lender selling a participation or transferring or assigning all or any portion of its Loans and/or Commitments to an
Eligible Assignee (a “ Transfer ”):
(i) such Lender shall, if such Transfer is to a Person other than an Affiliate or Related Fund of such Lender (or its Affiliates and Related Funds),
offer (any such offer by a Lender, a “ Transferring Lender Offer ”) to each Backstop Lender (ratably in proportion to their pro rata shares, subject to
adjustment as described below) a right to purchase all (but not less than all) of the portion of its interest so offered for such Transfer (such interest, the “
Transferred Interest ”);
(ii) in connection with any such Transferring Lender Offer, such Lender shall provide a written notice (the “ Transfer Notice ”) to the
Administrative Agent, for delivery to each Backstop Lender, of its intention to consummate such a Transfer (such Transfer Notice shall reasonably indicate
the interest being offered for sale and the terms of such Transfer);
(iii) following the receipt by the Administrative Agent of such Transfer Notice, the Administrative Agent, at the direction of the applicable
Backstop Lenders, shall promptly (but in any event within five (5) Business Days of its receipt of the Transfer Notice) either (A) deliver, on behalf of such
Backstop Lenders, a notice (a “ ROFO Decline Notice ”) to such Lender indicating that such Backstop Lenders decline to offer to purchase their respective
pro rata shares of the Transferred Interest or (B) deliver, on behalf of one or more Backstop Lenders, a notice (as supplemented by a ROFO Unallocated
Amount Offer Notice, a “ ROFO Offer Notice ”) to such Lender containing an offer to purchase the Transferred Interest, which such ROFO Offer Notice
shall set forth the Backstop Lenders’ offered purchase price for the Transferred Interest and otherwise be on the same terms as are set forth in the Transfer
Notice (such Backstop Lenders, the “ ROFO Participating Backstop Lenders ”). Any Backstop Lender that does not elect in writing to participate in the
purchase of the Participating Interest within five (5) Business Days of the Administrative Agent’s receipt of a Transfer Notice shall be deemed to have
rejected such offer. If the Administrative Agent fails to send such Lender a ROFO Decline Notice or a ROFO Offer Notice within the time period set forth
above, Backstop Lenders automatically shall be deemed to have delivered a ROFO Decline Notice.
(iv) On the sixth (6th) Business Day following the Administrative Agent’s receipt of the Transfer Notice, the Administrative Agent shall provide
notice to all ROFO Participating Backstop Lenders of the ROFO Unallocated Amount (the “ ROFO Unallocated Amount Notice ”), and the Administrative
Agent shall promptly (but in any event within two (2) Business Days thereof) either (A) deliver, on behalf of such ROFO Participating Backstop Lenders, a
notice (a “ ROFO Unallocated Amount Decline Notice ”) to such Lender indicating that such ROFO Participating Backstop Lenders decline to offer to
purchase the ROFO Unallocated Amount or (B) deliver, on behalf of one or more ROFO Participating Backstop Lenders, a notice (a “ ROFO Unallocated
Amount Offer Notice ”) to such Lender containing an offer to purchase the entire ROFO Unallocated Amount, which such notice shall set forth the ROFO
Participating Backstop Lenders’ offered

purchase price for the entire ROFO Unallocated Amount and otherwise be on the same terms as are set forth in the Transfer Notice. Any ROFO
Participating Bacstop Lender that does not elect in writing to participate in the purchase of the ROFO Unallocated Amount within two (2) Business Days of
receipt of a ROFO Unallocated Amount Notice shall be deemed to have rejected such offer. As used herein, “ ROFO Unallocated Amount ” shall mean an
amount equal to (i) the Transferred Interest multiplied by (ii) the pro rata share of all Backstop Lenders that have delivered or are deemed to have delivered
a ROFO Decline Notice.
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(v) If by the ninth (9th) Business Day following the Administrative Agent’s receipt of the Transfer Notice, such Lender has not received a ROFO
Offer Notice for the entire Transferred Interest, such Lender shall be free for a period of not more than thirty (30) days following such date to consummate
such Transfer of the Transferred Interest to any third person on pricing and other terms no more favorable to such third person, when taken as a whole (with
respect to terms other than pricing), than those in the Transferring Lender Offer (but, for the avoidance of doubt, subject to the other applicable provisions of
this Agreement).
(vi) Upon its receipt of a ROFO Offer Notice, such Lender shall promptly (but in any event within seven (7) Business Days of the date of its receipt
of such notice) either (y) deliver a notice (a “ ROFO Acceptance Notice ”) to the Administrative Agent accepting the offer set forth in the ROFO Offer
Notice, or (z) deliver a notice (a “ ROFO Rejection Notice ”) to the Administrative Agent rejecting the offer set forth in the ROFO Offer Notice. If such
Lender delivers a ROFO Acceptance Notice to the Administrative Agent, the parties agree to promptly (but in any event within three (3) Business Days of
the date of delivery of such ROFO Acceptance Notice) consummate the Transfer of the subject Transferred Interest for the purchase price set forth in the
ROFO Offer Notice and in the manner set forth in the Transfer Notice. If such Lender delivers a ROFO Rejection Notice to the Administrative Agent, such
Lender shall be free for a period of not more than thirty (30) days following such date to consummate such Transfer of the subject Transferred Interest to
any such third person so long as such Transfer is for a net cash consideration (after giving effect to all of the provisions of the Transfer) greater than the net
cash consideration set forth in the ROFO Offer Notice.
SECTION 9.05 Expenses; Indemnity .
(a) The Borrower agrees to pay (i) all reasonable documented out-of-pocket expenses incurred by the Administrative Agent, the Collateral Agent and the
Lenders in connection with (x) the syndication of the Credit Facility and the preparation, negotiation and execution of this Agreement and the other Loan
Documents, and (y) the administration of this Agreement and the other Loan Documents or in connection with any amendments, modifications or waivers of the
provisions hereof or thereof including, in the case of clauses (x) and (y), (A) the reasonable documented fees, charges and disbursements of Milbank LLP, counsel
for the Administrative Agent and the Collateral Agent, it being understood that indemnification and/or expense reimbursement for legal counsel for the
Administrative Agent and the Collateral Agent is limited to one lead counsel and one local counsel in each appropriate jurisdiction, and (B) the reasonable
documented fees, charges and disbursements of Stroock & Stroock & Lavan LLP (“ Stroock ”), counsel for the Required Lenders, it being understood that
indemnification and/or expense reimbursement for legal counsel for the Lenders is limited to such lead counsel and one local counsel in each appropriate
jurisdiction) and (ii) all documented out-of-pocket expenses incurred by the Administrative Agent, the Collateral Agent and each Lender in connection with the
enforcement or protection of its rights in connection with this Agreement and the other Loan Documents or in connection with the Loans made, including the
reasonable documented fees, charges and disbursements of Milbank LLP, counsel for the Administrative Agent and the Collateral Agent, and the reasonable
documented fees, charges and disbursements of Stroock, counsel for the Required Lenders (it being understood that indemnification and/or expense reimbursement
for legal counsel for the Lenders is limited to Stroock and one local counsel in each appropriate jurisdiction), in connection with any such enforcement or protection,
the fees, charges and disbursements of any other counsel for the Administrative Agent, the Collateral Agent or any Lender.
(b) The Borrower agrees to indemnify the Administrative Agent, the Collateral Agent, each Lender and each Related Party of any of the foregoing Persons
(each such Person being called an “ Indemnitee ”) against, and to hold each Indemnitee harmless from, any and all losses, claims, damages, liabilities and related
expenses, including reasonable documented counsel fees, charges and disbursements, incurred by or asserted against any Indemnitee

arising out of, in any way connected with, or as a result of (i) the execution or delivery of this Agreement or any other Loan Document or any agreement or
instrument
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contemplated thereby, the performance by the parties thereto of their respective obligations thereunder or the consummation of the Transactions and the other
transactions contemplated thereby (including the syndication of the Credit Facility), (ii) the use of the proceeds of the Loans, (iii) any claim, litigation, investigation
or proceeding relating to any of the foregoing, whether or not any Indemnitee is a party thereto (and regardless of whether such matter is initiated by a third party or
by the Borrower, any other Loan Party or any of their respective Affiliates), or (iv) any actual or alleged presence or Release of Hazardous Materials on any property
currently or formerly owned or operated by the Borrower or any of the Subsidiaries, or any Environmental Liability related in any way to the Borrower or the
Subsidiaries and this Agreement; provided that such indemnity shall not, as to an Indemnitee, be available to the extent that such losses, claims, damages, liabilities
or related expenses (a) are determined by a court of competent jurisdiction by final and nonappealable judgment to have resulted primarily from the gross negligence
or willful misconduct of such Indemnitee, (b) result from a material breach of the Loan Documents by such Indemnitee or (c) result from any dispute solely among
Indemnitees not involving an act or omission by the Borrower or its Subsidiaries other than claims against any Indemnitee in its capacity or in fulfilling its role as an
agent or arranger or any other similar role under this Agreement.
(c) To the extent that the Borrower fails to pay any amount required to be paid by it to the Administrative Agent, the Collateral Agent under paragraph (a) or
(b) of this Section, each Lender severally agrees to pay to the Administrative Agent or the Collateral Agent, as the case may be, such Lender’s pro rata share
(determined as of the time that the applicable unreimbursed expense or indemnity payment is sought) of such unpaid amount; provided that the unreimbursed
expense or indemnified loss, claim, damage, liability or related expense, as the case may be, was incurred by or asserted against the Administrative Agent, the
Collateral Agent in its capacity as such. For purposes hereof, a Lender’s “pro rata share” shall be determined based upon its share of the sum of the outstanding Term
Loans and unused Commitments at the time (in each case, determined as if no Lender were a Defaulting Lender).
(d) To the extent permitted by applicable law, the Borrower shall not assert, and hereby waives, any claim against any Indemnitee, on any theory of liability,
for special, indirect, consequential or punitive damages (as opposed to direct or actual damages) arising out of, in connection with, or as a result of, this Agreement
or any agreement or instrument contemplated hereby, the Transactions, any Loan or the use of the proceeds thereof.
(e) The provisions of this Section 9.05 shall remain operative and in full force and effect regardless of the expiration of the term of this Agreement, the
consummation of the transactions contemplated hereby, the repayment of any of the Loans, the expiration of the Commitments, the invalidity or unenforceability of
any term or provision of this Agreement or any other Loan Document, or any investigation made by or on behalf of the Administrative Agent, the Collateral Agent
or any Lender. All amounts due under this Section 9.05 shall be payable within 10 Business Days of written demand therefor and, reasonably promptly following a
request by the Borrower therefor, a reasonably detailed summary of such amounts.
(f) The provisions of this Section 9.05 shall not apply with respect to Taxes other than any Taxes that represent losses, claims, damages, etc. arising from
any non-Tax claim.
SECTION 9.06 Right of Setoff .
If an Event of Default shall have occurred and be continuing, each Lender is hereby authorized at any time and from time to time, except to the extent
prohibited by law, to set off and apply any and all deposits (general or special, time or demand, provisional or final) at any time held and other indebtedness at any
time owing by such Lender to or for the credit or the account of the Borrower against any of and all the obligations of the Borrower now or hereafter existing under
this Agreement and other Loan Documents
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held by such Lender, irrespective of whether or not such Lender shall have made any demand under this Agreement or such other Loan Document and although such
obligations may be unmatured. The rights of each Lender under this Section 9.06 are in addition to other rights and remedies (including other rights of setoff) which
such Lender may have; provided that in the event that any Defaulting Lender shall exercise any such right of setoff, (x) all amounts so set off shall be paid over
immediately to the Administrative Agent for further application in accordance with the provisions of Section 2.24 and, pending such payment, shall be segregated by
such Defaulting Lender from its other funds and deemed held in trust for the benefit of the Administrative Agent and the Lenders, and (y) the Defaulting Lender
shall provide promptly to the Administrative Agent a statement describing in reasonable detail the Obligations owing to such Defaulting Lender as to which it
exercised such right of setoff. The rights of each Lender and its Affiliates under this Section are in addition to other rights and remedies (including other rights of
setoff) that such Lender or its Affiliates may have. Each Lender agrees to notify the Borrower and the Administrative Agent promptly after any such setoff and
application; provided that the failure to give such notice shall not affect the validity of such setoff and application. Notwithstanding the provisions of this Agreement
or any other Loan Document, if at any time any Lender or any of its Affiliates maintains one or more deposit accounts for the Borrower or any other Loan Party into
which Medicare and/or Medicaid receivables or any other government program receivables subject to federal reassignment prohibitions are deposited, then, in each
case, such Person hereby waives and shall continue to waive the right of setoff set forth herein and therein.
SECTION 9.07 Applicable Law .
THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS (OTHER THAN AS EXPRESSLY SET FORTH IN OTHER LOAN DOCUMENTS)
SHALL BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE LAWS OF THE STATE OF NEW YORK.
SECTION 9.08 Waivers; Amendment .
(a) No failure or delay of the Administrative Agent, the Collateral Agent or any Lender in exercising any power or right hereunder or under any other Loan
Document shall operate as a waiver thereof, nor shall any single or partial exercise of any such right or power, or any abandonment or discontinuance of steps to
enforce such a right or power, preclude any other or further exercise thereof or the exercise of any other right or power. The rights and remedies of the
Administrative Agent, the Collateral Agent and the Lenders hereunder and under the other Loan Documents are cumulative and are not exclusive of any rights or
remedies that they would otherwise have. No waiver of any provision of this Agreement or any other Loan Document or consent to any departure by the Borrower or
any other Loan Party therefrom shall in any event be effective unless the same shall be permitted by paragraph (b) below, and then such waiver or consent shall be
effective only in the specific instance and for the purpose for which given. No notice or demand on the Borrower in any case shall entitle the Borrower to any other
or further notice or demand in similar or other circumstances.
(b) Neither this Agreement nor any provision hereof may be waived, amended or modified except pursuant to an agreement or agreements in writing entered
into by the Borrower and the Required Lenders; provided , however , that no such agreement shall:
(i) decrease the principal amount of, or extend the maturity of or any scheduled principal payment date or date for the payment of any interest or
premium on any Loan, or waive or excuse any such payment or any part thereof, or decrease the rate of interest on any Loan, without the prior written
consent of each Lender directly adversely affected thereby,
(ii) increase or extend the Commitment or decrease or extend the date for payment of any Fees of any Lender without the prior written consent of
such Lender,
93
(iii) amend or modify the pro rata requirements of Section 2.17, the provisions of Section 9.04(j) or (l) or the provisions of this Section 9.08 or
release any Subsidiary Guarantor (other than in connection with the sale of such Subsidiary Guarantor in a transaction permitted by Section 6.05) or all or
substantially all of the Collateral, without the prior written consent of each Lender,

(iv) change the provisions of any Loan Document in a manner that by its terms adversely affects the rights in respect of payments due to Lenders
holding Loans of one Class differently from the rights of Lenders holding Loans of any other Class without the prior written consent of Lenders holding a
majority in interest of the outstanding Loans and unused Commitments of each adversely affected Class,
(v) modify the protections afforded to an SPV pursuant to the provisions of Section 9.04(i) without the written consent of such SPV or
(vi) amend or modify the definition of the term “Required Lenders” without the prior written consent of each Lender (it being understood that, with
the consent of the Required Lenders, additional extensions of credit pursuant to this Agreement may be included in the determination of the Required
Lenders on substantially the same basis as the Term Loan Commitments and Revolving Credit Commitments on the date hereof);
provided, however , that no such agreement shall amend, modify or otherwise affect the rights or duties of the Administrative Agent or the Collateral Agent
hereunder or under any other Loan Document without the prior written consent of the Administrative Agent or the Collateral Agent; provided , further that no such
agreement shall change (x) Section 2.18 in a manner that would alter the pro rata sharing of payments required thereby or (y) the definition of “Class” without the
written consent of each Lender directly and adversely affected thereby.
(c) The Administrative Agent and the Borrower may amend any Loan Document to correct administrative errors or omissions, or to effect administrative
changes that are not adverse to any Lender, or to make modifications contemplated by Section 2.23 or 2.25. Notwithstanding anything to the contrary contained
herein, such amendment shall become effective without any further consent of any other party to such Loan Document.
SECTION 9.09 Interest Rate Limitation .
Notwithstanding anything herein to the contrary, if at any time the interest rate applicable to any Loan, together with all fees, charges and other amounts
which are treated as interest on such Loan under applicable law (collectively the “ Charges ”), shall exceed the maximum lawful rate (the “ Maximum Rate ”) which
may be contracted for, charged, taken, received or reserved by the Lender holding such Loan or participation in accordance with applicable law, the rate of interest
payable in respect of such Loan or participation hereunder, together with all Charges payable in respect thereof, shall be limited to the Maximum Rate and, to the
extent lawful, the interest and Charges that would have been payable in respect of such Loan or participation but were not payable as a result of the operation of this
Section 9.09 shall be cumulated and the interest and Charges payable to such Lender in respect of other Loans or participations or periods shall be increased (but not
above the Maximum Rate therefor) until such cumulated amount, together with interest thereon at the Federal Funds Effective Rate to the date of repayment, shall
have been received by such Lender.
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SECTION 9.10 Entire Agreement.
This Agreement and the other Loan Documents constitute the entire contract between the parties relative to the subject matter hereof. Any other previous
agreement among the parties with respect to the subject matter hereof is superseded by this Agreement and the other Loan Documents. Nothing in this Agreement or
in the other Loan Documents, expressed or implied, is intended to confer upon any Person (other than the parties hereto and thereto, their respective successors and
assigns permitted hereunder and, to the extent expressly contemplated hereby, the Related Parties of each of the Administrative Agent, the Collateral Agent and the
Lenders) any rights, remedies, obligations or liabilities under or by reason of this Agreement or the other Loan Documents.
SECTION 9.11 WAIVER OF JURY TRIAL.
EACH PARTY HERETO HEREBY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO
A TRIAL BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF, UNDER OR IN CONNECTION WITH THIS
AGREEMENT OR ANY OF THE OTHER LOAN DOCUMENTS. EACH PARTY HERETO (A) CERTIFIES

THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH
OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT
IT AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, AS
APPLICABLE, BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 9.11.
SECTION 9.12 Severability.
In the event any one or more of the provisions contained in this Agreement or in any other Loan Document should be held invalid, illegal or unenforceable
in any respect, the validity, legality and enforceability of the remaining provisions contained herein and therein shall not in any way be affected or impaired thereby
(it being understood that the invalidity of a particular provision in a particular jurisdiction shall not in and of itself affect the validity of such provision in any other
jurisdiction). The parties shall endeavor in good-faith negotiations to replace the invalid, illegal or unenforceable provisions with valid provisions the economic
effect of which comes as close as possible to that of the invalid, illegal or unenforceable provisions.
SECTION 9.13 Counterparts.
This Agreement may be executed in counterparts (and by different parties hereto on different counterparts), each of which shall constitute an original but all
of which when taken together shall constitute a single contract, and shall become effective as provided in Section 9.03. Delivery of an executed signature page to this
Agreement by facsimile (or other electronic) transmission shall be as effective as delivery of a manually signed counterpart of this Agreement.
SECTION 9.14 Headings.
Article and Section headings and the Table of Contents used herein are for convenience of reference only, are not part of this Agreement and are not to
affect the construction of, or to be taken into consideration in interpreting, this Agreement.
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SECTION 9.15 Jurisdiction; Consent to Service of Process.
(a) The Borrower hereby irrevocably and unconditionally submits, for itself and its property, to the exclusive jurisdiction of any New York State court or
Federal court of the United States of America sitting in the Borough of Manhattan in New York City, and any appellate court from any thereof, in any action or
proceeding arising out of or relating to this Agreement or the other Loan Documents, or for recognition or enforcement of any judgment, and each of the parties
hereto hereby irrevocably and unconditionally agrees that all claims in respect of any such action or proceeding may be heard and determined in such New York
State or, to the extent permitted by law, in such Federal court. Each of the parties hereto agrees that a final judgment in any such action or proceeding shall be
conclusive and may be enforced in other jurisdictions by suit on the judgment or in any other manner provided by law. Nothing in this Agreement shall affect any
right that the Administrative Agent, the Collateral Agent or any Lender may otherwise have to bring any action or proceeding relating to this Agreement or the other
Loan Documents against the Borrower or its properties in the courts of any jurisdiction.
(b) The Borrower hereby irrevocably and unconditionally waives, to the fullest extent it may legally and effectively do so, any objection which it may now
or hereafter have to the laying of venue of any suit, action or proceeding arising out of or relating to this Agreement or the other Loan Documents in any New York
State or Federal court. Each of the parties hereto hereby irrevocably waives, to the fullest extent permitted by law, the defense of an inconvenient forum to the
maintenance of such action or proceeding in any such court.

(c) Each party to this Agreement irrevocably consents to service of process in the manner provided for notices in Section 9.01. Nothing in this Agreement
will affect the right of any party to this Agreement to serve process in any other manner permitted by law.
SECTION 9.16 Confidentiality.
Each of the Administrative Agent, the Collateral Agent and the Lenders agrees to maintain the confidentiality of the Information (as defined below), except
that Information may be disclosed (a) to its and its Affiliates’ officers, directors, employees and agents, including accountants, legal counsel and other advisors and
any numbering, administration and settlement service providers (it being understood that the Persons to whom such disclosure is made will be informed of the
confidential nature of such Information and instructed to keep such Information confidential), (b) to the extent requested by any regulatory authority or quasiregulatory authority (such as the National Association of Insurance Commissioners), (c) to the extent required by applicable laws or regulations or by any subpoena
or similar legal process, (d) in connection with the exercise of any remedies hereunder or under the other Loan Documents or any suit, action or proceeding relating
to the enforcement of its rights hereunder or thereunder, (e) subject to an agreement containing provisions substantially the same as those of this Section 9.16, to
(i) any actual or prospective assignee of or participant in any of its rights or obligations under this Agreement and the other Loan Documents and their respective
financing sources or (ii) any actual or prospective counterparty (or its advisors) to any swap or derivative transaction relating to the Borrower or any Subsidiary or
any of their respective obligations, (f) with the consent of the Borrower or (g) to the extent such Information becomes publicly available other than as a result of a
breach of this Section 9.16. For the purposes of this Section, “ Information ” shall mean all information received from the Borrower and related to the Borrower or
its business, other than any such information that was available to the Administrative Agent, the Collateral Agent or any Lender on a nonconfidential basis prior to
its disclosure by the Borrower; provided that, in the case of Information received from the Borrower after the date hereof, such information is clearly identified at the
time of delivery as confidential or is information that a reasonably prudent person would presume to be confidential. Any Person required to maintain the
confidentiality of Information as provided in this Section 9.16 shall be considered to have complied with its obligation to do so if such Person has exercised the same
degree of care to maintain the confidentiality of such Information as such Person would accord its own confidential information.
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SECTION 9.17 Lender Action.
Each Lender agrees that it shall not take or institute any actions or proceedings, judicial or otherwise, for any right or remedy against any Loan Party or any
other obligor under any of the Loan Documents (including the exercise of any right of setoff, rights on account of any banker’s lien or similar claim or other rights of
self-help), or institute any actions or proceedings, or otherwise commence any remedial procedures, with respect to any Collateral or any other property of any such
Loan Party, unless expressly provided for herein or in any other Loan Document, without the prior written consent of the Administrative Agent. The provisions of
this Section 9.17 are for the sole benefit of the Lenders and shall not afford any right to, or constitute a defense available to, any Loan Party.
SECTION 9.18 USA PATRIOT Act Notice.
Each Lender and the Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the Borrower that pursuant to the requirements of the
USA PATRIOT Act, it is required to obtain, verify and record information that identifies the Borrower, which information includes the name and address of the
Borrower and other information that will allow such Lender or the Administrative Agent, as applicable, to identify the Borrower in accordance with the USA
PATRIOT Act.
SECTION 9.19 Withholding Taxes.
To the extent required by any applicable law, the Administrative Agent may withhold from any interest payment to any Lender an amount equivalent to any
applicable withholding Tax. If any taxing authority asserts a claim that the Administrative Agent did not properly withhold Tax from amounts paid to or for the
account of any Lender because the appropriate form was not delivered or was not properly executed or because such Lender failed

to notify the Administrative Agent of a change in circumstance which rendered the exemption from, or reduction of, withholding Tax ineffective or for any other
reason, such Lender shall indemnify the Administrative Agent fully for all amounts paid, directly or indirectly, by the Administrative Agent as Tax or otherwise,
including any penalties or interest and together with all expenses (including legal expenses, allocated internal costs and out-of-pocket expenses) incurred.
SECTION 9.20 No Fiduciary Duty.
The parties hereto hereby acknowledge that the Administrative Agent, the Collateral Agent, each Lender and their respective Affiliates (collectively, solely
for purposes of this paragraph, the “ Lender Parties ”), may have economic interests that conflict with those of any Loan Party, its stockholders and/or their
respective Affiliates. The Borrower agrees, on behalf of itself and each other Loan Party, that nothing in the Loan Documents or otherwise will be deemed to create
an advisory, fiduciary or agency relationship or fiduciary or other implied duty between any Lender Party, on the one hand, and any Loan Party, its stockholders or
their respective Affiliates, on the other hand. The Borrower acknowledges and agrees, on behalf of itself and each other Loan Party, that (a) the transactions
contemplated by the Loan Documents (including the exercise of rights and remedies hereunder and thereunder) are arm’s-length commercial transactions between
the Lender Parties, on the one hand, and the Loan Parties, on the other hand, and (b) in connection therewith and with the process leading thereto, (i) no Lender Party
has assumed an advisory or fiduciary responsibility in favor of any Loan Party, its stockholders or their respective Affiliates with respect to the transactions
contemplated hereby (or the exercise of rights or remedies with respect thereto) or the process leading thereto (irrespective of whether any Lender Party has advised,
is currently advising or will advise any Loan Party, its stockholders or their respective Affiliates on other matters) or any other obligation to any Loan Party except
the obligations expressly set forth in the Loan Documents and (ii) each Lender Party is acting solely as principal and not as the agent or fiduciary of any Loan Party,
its management, stockholders, their respective Affiliates, creditors or any other Person. The Borrower
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acknowledges and agrees, on behalf of itself and each other Loan Party, that it has consulted its own legal and financial advisors to the extent it deemed appropriate
and that it is responsible for making its own independent judgment with respect to such transactions and the process leading thereto. The Borrower agrees, on behalf
of itself and each other Loan Party, that it will not claim that any Lender Party has rendered advisory services of any nature or respect, or owes a fiduciary or similar
duty to any Loan Party, in connection with such transaction or the process leading thereto.
SECTION 9.21 Acknowledgment and Consent to Bail-In of EEA Financial Institutions.
Notwithstanding anything to the contrary in any Loan Document or in any other agreement, arrangement or understanding among any such parties, each
party hereto acknowledges that any liability of any EEA Financial Institution arising under any Loan Document, to the extent such liability is unsecured, may be
subject to the Write-Down and Conversion Powers of an EEA Resolution Authority and agrees and consents to, and acknowledges and agrees to be bound by:
(a) the application of any Write-Down and Conversion Powers by an EEA Resolution Authority to any such liabilities arising hereunder which may be
payable to it by any party hereto that is an EEA Financial Institution; and
(b) the effects of any Bail-In Action on any such liability, including, if applicable:
(i) a reduction in full or in part or cancellation of any such liability;
(ii) a conversion of all, or a portion of, such liability into shares or other instrumentals of ownership in such EEA Financial Institution, its parent
undertaking, or a bridge institution that may be issued to it or otherwise conferred on it, and that such shares or other instruments of ownership will be
accepted by it in lieu of any rights with respect to any such liability under this Agreement or any other Loan Document; or
(iii) the variation of the terms of such liability in connection with the exercise of the Write-Down and Conversion Powers of any EEA Resolution
Authority.

SECTION 9.22 Cashless Settlement.
Notwithstanding anything to the contrary contained in this Agreement, any Lender may exchange, continue or rollover all or a portion of its Loans in
connection with any refinancing, extension, loan modification or similar transaction permitted by the terms of this Agreement, pursuant to a cashless settlement
mechanism approved by the Borrower, the Administrative Agent and such Lender.
SECTION 9.23 Intercreditor Agreement.
Each Lender hereunder (a) acknowledges that it has received a copy of the Intercreditor Agreement, (b) consents to the terms provided for in the
Intercreditor Agreement, (c) agrees that it will be bound by and will take no actions contrary to the provisions of the Intercreditor Agreement and (d) authorizes and
instructs the Administrative Agent and the Collateral Agent to enter into the Intercreditor Agreement as the Administrative Agent and the Collateral Agent and on
behalf of such Lender. Notwithstanding anything herein to the contrary, the terms of this Agreement are expressly subject to the terms of the Intercreditor
Agreement. In the event of any conflict between the terms of the Intercreditor Agreement and the terms of the Loan Documents, the terms of the Intercreditor
Agreement shall govern. The foregoing provisions are intended as an inducement to the lenders under the Existing Credit Agreement to permit the incurrence of
Indebtedness under this Credit Agreement and to extend credit to the Borrower and such lenders are intended third party beneficiaries of such provisions.
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SECTION 9.24 Release.
The Borrower and each Subsidiary Guarantor (each, on behalf of itself and its Subsidiaries and Affiliates) and their respective successors-in-title, legal
representatives and assignees and, to the extent the same is claimed by right of, through or under the Borrower or any Subsidiary Guarantor, for their past, present
and future employees, agents, representatives, officers, directors, shareholders, and trustees (each, a “Releasing Party” and collectively, the “ Releasing Parties ”),
does hereby remise, release and discharge, and shall be deemed to have forever remised, released and discharged, the Administrative Agent, the Collateral Agent and
the Lenders, and the Administrative Agent’s, the Collateral Agent’s and each Lender’s respective successors-in-title, legal representatives and assignees, past,
present and future officers, directors, shareholders, trustees, agents, employees, consultants, experts, advisors, attorneys and other professionals and all other persons
and entities to whom any of the foregoing would be liable if such persons or entities were found to be liable to any Releasing Party, or any of them (collectively
hereinafter the “ Lender Parties ”), from any and all manner of action and actions, cause and causes of action, claims, charges, demands, counterclaims, suits, debts,
dues, sums of money, accounts, reckonings, bonds, bills, specialties, covenants, contracts, controversies, damages, judgments, expenses, executions, liens, claims of
liens, claims of costs, penalties, attorneys’ fees, or any other compensation, recovery or relief on account of any liability, obligation, demand or cause of action of
whatever nature, whether in law, equity or otherwise (including, without limitation, interest or other carrying costs, penalties, legal, accounting and other
professional fees and expenses, and incidental, consequential and punitive damages payable to third parties), whether known or unknown, fixed or contingent, joint
and/or several, secured or unsecured, due or not due, primary or secondary, liquidated or unliquidated, contractual or tortious, direct, indirect, or derivative, asserted
or unasserted, foreseen or unforeseen, suspected or unsuspected, now existing, heretofore existing or which may heretofore accrue against any of the Lender Parties,
whether held in a personal or representative capacity, and which are based on any act, fact, event or omission or other matter, cause or thing occurring at or from any
time prior to and including the date hereof in any way, directly or indirectly arising out of, connected with or relating to this Agreement or any other Loan Document
and the transactions contemplated thereby, and all other agreements, certificates, instruments and other documents and statements (whether written or oral) related to
any of the foregoing.
[ Remainder of page intentionally left blank ]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day and year
first above written.

AAC HOLDINGS, INC., a Nevada
Corporation
/s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer
[ Signature Page to Credit Agreement ]
CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH, as
Administrative Agent
By: /s/ Didier Siffer
Name: Didier Siffer
Title: Authorized Signatory
By: /s/ Bryan J. Matthews
Name: Bryan J. Matthews
Title: Authorized Signatory
Signature Page – Priming Senior Secured Term Loan Credit Agreement
CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH, as
Lender
By: /s/ Didier Siffer
Name: Didier Siffer
Title: Authorized Signatory
By: /s/ Bryan J. Matthews
Name: Bryan J. Matthews
Title: Authorized Signatory
Signature Page – Priming Senior Secured Term Loan Credit Agreement

Exhibit 10.12
EXECUTION VERSION
AMENDMENT AND WAIVER NO. 1 TO CREDIT AGREEMENT, dated as of March 8, 2019 (this “ Agreement ”), is made and entered into by
and among AAC Holdings, Inc., a Nevada corporation (the “ Borrower ”), the other Loan Parties, the Lenders party hereto constituting the Required Lenders and
Credit Suisse AG (“ Credit Suisse ”), as Administrative Agent and Collateral Agent under the Credit Agreement (as defined below).

RECITALS
WHEREAS, reference is made to the Credit Agreement, dated as of June 30, 2017 (as amended by the Incremental Loan Assumption Agreement,
dated as of September 25, 2017, and the Incremental Loan Assumption Agreement, dated as of March 1, 2018, and as further amended, restated, supplemented or
otherwise modified prior to the date of this Agreement, the “ Credit Agreement ”), by and among the Borrower, the lenders party thereto and Credit Suisse, as
Administrative Agent and Collateral Agent;
WHEREAS, on the terms and subject to the conditions set forth in this Agreement and in the Credit Agreement and pursuant to and in accordance
with Section 9.08 of the Credit Agreement, the Borrower has requested that the Lenders party hereto constituting the Required Lenders hereby agree to make the
amendments to the Credit Agreement set forth in this Agreement;
WHEREAS, on the terms and subject to the conditions set forth in this Agreement and in the Credit Agreement and pursuant to and in accordance
with Section 9.08 of the Credit Agreement, the Borrower has requested that the Required Lenders agree to waive a Default and an Event of Default that would occur
under Section 6.10 of the Credit Agreement solely for the fiscal quarter of the Borrower ending on December 31, 2018 (the “ Potential Default ”);
WHEREAS, on the terms and subject to the conditions set forth in this Agreement and in the Credit Agreement and pursuant to and in accordance
with Section 9.08 of the Credit Agreement, the Lenders party hereto constituting the Required Lenders are willing to agree to make the amendments to the Credit
Agreement set forth in this Agreement and to waive the Potential Default and to permit the incurrence of the Priming Senior Secured Term Loan Facility; and
WHEREAS, the Required Lenders have authorized, directed and instructed the Administrative Agent to execute and deliver this Agreement, the
Intercreditor Agreement (as defined below) and the Amendment No. 2 to Guarantee and Collateral Agreement (as defined below).
NOW, THEREFORE, in consideration of the mutual agreements contained in this Agreement and other good and valuable consideration, the
sufficiency and receipt of which are hereby acknowledged, the parties hereto hereby agree as follows:
SECTION 1. Defined Terms; Interpretation; Etc . Capitalized terms used and not defined in this Agreement shall have the meanings assigned to
such terms in the Credit Agreement. This Agreement is a “Loan Document”.
SECTION 2. Amendments . On the Effective Date (as defined below), on the terms and subject to the conditions set forth in this Agreement and in
the Credit Agreement and pursuant to and in accordance with Section 9.08 of the Credit Agreement, the parties hereto hereby agree that (i) the Credit Agreement is
hereby amended to delete the stricken text (indicated textually in the same manner as the following example: stricken text ) and to add the double-underlined text
(indicated textually in the same manner as the following example: double-underlined text) as set forth in the pages of the Credit Agreement attached as Annex I
hereto, (ii) the Schedules to the Credit Agreement are hereby amended and restated in their entirety as set forth on Annex II hereto and (iii) the Exhibits to the Credit
Agreement are hereby amended and restated in their entirety as set forth on Annex III hereto.

SECTION 3. Conditions Precedent to Effectiveness . This Agreement shall become effective solely upon the satisfaction of the following
conditions precedent (upon satisfaction of such conditions, such date being referred to in this Agreement as the “ Effective Date ”):
(a) The Administrative Agent shall have received a counterpart signature page of this Agreement duly executed by each of the Loan Parties and the
Lenders party hereto constituting the Required Lenders.
(b) The Borrower shall have (i) paid an amendment fee to the Administrative Agent, for the account of each undersigned Lender who has executed
and delivered its signature page to this Amendment on March 8, 2019, in an amount in cash equal to 1.00% of such Lender’s Loans and Commitments on
the Effective Date and (ii) reimbursed or paid all costs, expenses, fees and other amounts incurred by the Administrative Agent, the Arrangers and the
Lenders in connection with this Agreement, including, to the extent invoiced, reimbursement or payment of all reasonable out-of-pocket expenses (including
reasonable costs, expenses, fees, charges and disbursements of counsel) required to be reimbursed or paid by any Loan Party under any Loan Document.
(c) The representations and warranties set forth in Section 4 of this Agreement shall be true and correct in all material respects on and as of the
Effective Date, except to the extent such representations and warranties expressly relate to an earlier date and except that such materiality qualifier shall not
be applicable to any representation and warranty that is already qualified by materiality.
(d) The Administrative Agent and the Lenders party hereto shall have received all documentation and other information required by regulatory
authorities under applicable “know your customer” and anti-money laundering rules and regulations, including, without limitation, the USA PATRIOT Act
(including, for the avoidance of doubt, a certification regarding beneficial ownership as required by 31 C.F.R. § 1010.230).
(e) The Administrative Agent shall have received, on behalf of itself, the Collateral Agent, the Arrangers and the Lenders party hereto, a written
opinion from each of (i) Cozen O’Connor, California, Delaware, Massachusetts, New York and Texas counsel for the Borrower, and (ii) Ballard Spahr LLP,
Nevada counsel to the Loan Parties, in each case, (A) dated as of the Effective Date, (B) addressed to the Administrative Agent, the Collateral Agent, the
Arrangers and the Lenders party hereto, and (C) covering such matters relating to this Agreement and the other Loan Documents as the Administrative
Agent shall reasonably request, and the Borrower hereby requests such counsel to deliver such opinions.
(f) The Administrative Agent shall have received (i) a certificate as to the good standing of each Loan Party as of a recent date, from the Secretary
of State of the state of its organization; (ii) a certificate of the Secretary or Assistant Secretary of each Loan Party dated as of the Effective Date and
certifying (A) that attached thereto is a true and complete copy of the by-laws of such Loan Party as in effect on the Effective Date and at all times since a
date prior to the date of the resolutions described in clause (B) below (or in the alternative, a certification by such Loan Party as to no changes to the bylaws since the date of the last secretary’s certificate delivered to the Administrative Agent), (B) that attached thereto is a true and complete copy of
resolutions duly adopted by the board of directors of such Loan Party authorizing the execution, delivery and
2
performance of this Agreement to which such Person is a party and, in the case of the Borrower, the borrowings hereunder, and that such resolutions have
not been modified, rescinded or amended and are in full force and effect, (C) that attached thereto is a copy of the certificate or articles of incorporation,
including all amendments thereto, of each Loan Party, certified as of a recent date by the Secretary of State of the state of its organization (or in the
alternative, a certification by such Loan Party as to no changes to the certificate or articles of incorporation since the date of the last secretary’s certificate
delivered to the Administrative Agent), and (D) as to the incumbency and specimen signature of each officer executing this Agreement, any other Loan
Document or any other document delivered in connection herewith on behalf of such Loan Party; (iii) a certificate of another officer as to the incumbency
and specimen signature of the Secretary or Assistant Secretary executing the certificate pursuant to clause (ii) above; (iv) such other documents as the
Administrative Agent may reasonably request, including customary lien and judgment searches with respect to each Loan Party (including the Company)
and customary evidence of insurance coverage and customary lender’s loss payable endorsements as to casualty and business interruption insurance.

(g) The representations and warranties set forth in Article III of the Credit Agreement and in each other Loan Document shall be true and correct in
all material respects on and as of the Effective Date with the same effect as though made on and as of such date, except to the extent such representations
and warranties expressly relate to an earlier date and except that such materiality qualifier shall not be applicable to any representation and warranty that is
already qualified by materiality.
(h) At the time of and immediately after giving effect to the consummation of the transactions to be effected on the Effective Date, no Default or
Event of Default shall have occurred and be continuing or be continuing.
(i) The Administrative Agent shall have received a certificate, dated as of the Effective Date and signed by a Financial Officer of the Borrower,
confirming compliance with the conditions precedent set forth in clauses (c) , (g) and (h) of this Section 3 .
(j) The Administrative Agent shall have received a certificate from the chief financial officer of the Borrower, in form and substance reasonably
satisfactory to the Administrative Agent, certifying that the Borrower and its Subsidiaries, on a consolidated basis after giving effect to this Agreement, are
Solvent.
(k) The Administrative Agent shall have received an intercreditor agreement, in form and substance reasonably satisfactory to the Administrative
Agent and the Required Lenders, duly executed by Credit Suisse, as Senior Lien Representative (as defined therein), the Administrative Agent, as Junior
Lien Representative (as defined therein), and each of the Loan Parties (the “ Intercreditor Agreement ”).
(l) Substantially concurrently with the effectiveness of the Amendment, the Priming Senior Secured Term Loan Facility shall have been funded in
accordance with the terms and conditions of the Priming Senior Secured Term Loan Credit Agreement.
(m) The Administrative Agent and the Lenders shall have received from the Loan Parties an initial 13-week budget that is in form and substance
reasonably satisfactory to the Required Lenders (it being understood and agreed that the budget attached hereto as Annex IV is reasonably satisfactory to the
Required Lenders) (the “ Initial Budget ”).
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(n) The Administrative Agent shall have received an executed Amendment No. 2 to Guarantee and Collateral Agreement, dated as of the date
hereof (the “ Amendment No. 2 to Guarantee and Collateral Agreement ”), by and among the Borrower, the other Grantors and the Administrative Agent,
amending that certain Guarantee and Collateral Agreement, dated as of June 30, 2017 (as amended by the Assumption Agreement, dated as of March 1,
2018, and Amendment No. 1 to Guarantee and Collateral Agreement, dated as of March 30, 2018, and as further amended, restated, supplemented or
otherwise modified prior to the date of this Amendment, the “ Guarantee and Collateral Agreement ”), by and among the Borrower and certain Subsidiaries
of the Borrower, in favor of Credit Suisse, as Collateral Agent for the Secured Parties in connection with the Credit Agreement.
SECTION 4. Representations and Warranties . In order to induce the Lenders party hereto to enter into this Agreement, each Loan Party
represents and warrants to the Lenders party hereto, as of the Effective Date, that both before and after giving effect to this Agreement, the following statements are
true and correct in all material respects:
(a) Power and Authority . The Borrower and each of the Subsidiaries has the power and authority to execute, deliver and perform its obligations
under this Agreement, the Credit Agreement and the other Loan Documents.
(b) Authorization . The Agreement (a) has been duly authorized by all requisite corporate and, if required, stockholder action and (b) shall not
(i) violate (A) any provision of (x) any material law, statute, rule or regulation, or (y) the certificate or articles of incorporation or other constitutive
documents or by-laws of the Borrower or any Subsidiary, (B) any material order of any Governmental Authority or (C) any provision of any indenture,
agreement or other instrument to which the Borrower or any Subsidiary is a party or by which any of them or any of their property is or may be bound (in
each case which is material to the conduct of their business), (ii) be in conflict with, result in a breach of or constitute (alone or with notice or lapse of

time or both) a default under, or give rise to any right to accelerate or to require the prepayment, repurchase or redemption of any obligation under any such
indenture, agreement or other instrument, in the case of this clause (ii) as could reasonably be expected to result in a Material Adverse Effect or (iii) result
in the creation or imposition of any Lien upon or with respect to any material property or assets now owned or hereafter acquired, created, developed or
invented by the Borrower or any Subsidiary (other than any Lien created hereunder or under the Security Documents).
(c) Enforceability . This Agreement has been duly executed and delivered by each of the Loan Parties party thereto and constitutes a legal, valid
and binding obligation of such Loan Party enforceable against such Loan Party in accordance with its terms, except as such enforceability may be limited by
applicable bankruptcy, insolvency, reorganization, moratorium, or similar laws affecting creditors’ rights generally and by general principles of equity
(regardless of whether enforcement is sought in a proceeding in equity or at law).
(d) Governmental Approvals. No action, consent or approval of, registration or filing with or any other action by any Governmental Authority is or
shall be required in connection with this Agreement, except for such actions, consents or approvals (a) as have been made or obtained and are in full force
and effect or (b) the failure to obtain could not reasonably be expected to result in a Material Adverse Effect.
(e) Absence of Default . At the time of and immediately after giving effect to the consummation of the transactions to be effected on the Effective
Date, no Default or Event of Default has occurred and is continuing or would result from this Agreement.
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(f) Copies of Loan Documents. The Loan Parties have provided the Lenders party hereto with true, accurate and complete copies of the Credit
Agreement and all other material Loan Documents together with all material amendments, consents, waivers and any other modifications thereto and all
such Loan Documents are in full force and effect through and including the date of this Agreement.
SECTION 5. Reaffirmation of Guarantees and Security Interests . Each Loan Party hereby acknowledges its receipt of a copy of this Agreement
and its review of the terms and conditions of this Agreement and consents to the terms and conditions of this Agreement. Each Loan Party hereby (a) affirms and
confirms its guarantees, pledges, grants and other undertakings under the Credit Agreement and the other Loan Documents to which it is a party and (b) agrees that
(i) each Loan Document to which it is a party shall continue to be in full force and effect and (ii) all guarantees, pledges, grants and other undertakings thereunder
shall continue to be in full force and effect and shall accrue to the benefit of the Secured Parties (as defined in the Guarantee and Collateral Agreement).
SECTION 6. Expenses; Indemnity; Damage Waiver . Section 9.05 of the Credit Agreement is hereby incorporated, mutatis mutandis , by
reference as if such Section was set forth in full in this Agreement.
SECTION 7. Release . The Borrower and each Subsidiary Guarantor (each, on behalf of itself and its Subsidiaries and Affiliates) and their
respective successors-in-title, legal representatives and assignees and, to the extent the same is claimed by right of, through or under the Borrower or any Subsidiary
Guarantor, for their past, present and future employees, agents, representatives, officers, directors, shareholders, and trustees (each, a “ Releasing Party ” and
collectively, the “ Releasing Parties ”), does hereby remise, release and discharge, and shall be deemed to have forever remised, released and discharged, the
Administrative Agent, the Collateral Agent, the Issuing Bank and the Lenders, and the Administrative Agent’s, the Collateral Agent’s, the Issuing Bank’s and each
Lender’s respective successors-in-title, legal representatives and assignees, past, present and future officers, directors, shareholders, trustees, agents, employees,
consultants, experts, advisors, attorneys and other professionals and all other persons and entities to whom any of the foregoing would be liable if such persons or
entities were found to be liable to any Releasing Party, or any of them (collectively hereinafter the “ Lender Parties ”), from any and all manner of action and actions,
cause and causes of action, claims, charges, demands, counterclaims, suits, debts, dues, sums of money, accounts, reckonings, bonds, bills, specialties, covenants,
contracts, controversies, damages, judgments, expenses, executions, liens, claims of liens, claims of costs, penalties, attorneys’ fees, or any other compensation,
recovery or relief on account of any liability, obligation, demand or cause of action of whatever

nature, whether in law, equity or otherwise (including, without limitation, interest or other carrying costs, penalties, legal, accounting and other professional fees and
expenses, and incidental, consequential and punitive damages payable to third parties), whether known or unknown, fixed or contingent, joint and/or several, secured
or unsecured, due or not due, primary or secondary, liquidated or unliquidated, contractual or tortious, direct, indirect, or derivative, asserted or unasserted, foreseen
or unforeseen, suspected or unsuspected, now existing, heretofore existing or which may heretofore accrue against any of the Lender Parties, whether held in a
personal or representative capacity, and which are based on any act, fact, event or omission or other matter, cause or thing occurring at or from any time prior to and
including the date hereof in any way, directly or indirectly arising out of, connected with or relating to this Agreement or any other Loan Document and the
transactions contemplated thereby, and all other agreements, certificates, instruments and other documents and statements (whether written or oral) related to any of
the foregoing.
SECTION 8. Waiver . The Lenders party hereto constituting the Required Lenders hereby waive the Potential Default that have occurred or may
occur, and agree that the Potential Default shall not be deemed a Default or an Event of Default.
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SECTION 9. Effect on the Credit Agreement.
(a) Except as specifically amended or waived by this Agreement, the Credit Agreement and the other Loan Documents shall remain in full force and
effect and are hereby ratified and confirmed.
(b) Except as specifically waived by this Agreement, the execution, delivery and performance of this Agreement shall not constitute a waiver of any
provision of, or operate as a waiver of any right, power or remedy of any Agent or Lender under any Loan Document.
(c) The parties hereto expressly acknowledge that it is not their intention that this Agreement or any of the other Loan Documents executed or
delivered pursuant hereto constitute a novation of any of the obligations, covenants or agreements contained in the Credit Agreement or any other Loan
Document, but a modification thereof pursuant to the terms contained herein.
(d) From and after the Effective Date, each reference in the Credit Agreement to “this Agreement”, “hereunder”, “hereof”, “herein” or words of like
import referring to the Credit Agreement, and each reference in the other Loan Documents to the “Credit Agreement”, “thereunder”, “thereof” or words of
like import referring to the Credit Agreement shall mean and be a reference to the Credit Agreement as amended and waived by this Agreement.
(e) This Agreement is, and shall be deemed to be, a Loan Document.
SECTION 10. Miscellaneous .
(a) Amendment, Modification and Waiver . This Agreement may not be amended nor may any provision of this Agreement be waived except
pursuant to a writing signed by each of the parties hereto.
(b) Entire Agreement . This Agreement, the Credit Agreement and the other Loan Documents constitute the entire agreement among the parties
with respect to the subject matter of this Agreement and thereof and supersede all other prior agreements and understandings, both written and verbal,
among the parties or any of them with respect to the subject matter of this Agreement.
(c) Applicable Law. This Agreement shall be construed in accordance with and governed by the laws of the State of New York.
(d) Jurisdiction. Each party hereto hereby irrevocably and unconditionally submits, for itself and its property, to the exclusive jurisdiction of any
New York State court or Federal court of the United States of America sitting in the Borough of Manhattan in New York City, and any appellate court from
any thereof, in any action or proceeding arising out of or relating to this Agreement, or for recognition or enforcement of any judgment, and each of the
parties hereto hereby irrevocably and unconditionally agrees that all claims in respect of any such action or proceeding may be heard and determined in such
New York State or, to the extent permitted by law, in such Federal court. Each of the parties hereto agrees that a final judgment in any

such action or proceeding shall be conclusive and may be enforced in other jurisdictions by suit on the judgment or in any other manner provided by law.
Nothing in this Agreement shall affect any right that the Administrative Agent, the Collateral Agent or any Lender may otherwise have to bring any action
or proceeding relating to this Agreement or the other Loan Documents against the Borrower, its Subsidiaries or any of their respective properties in the
courts of any jurisdiction.
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(e) Waiver of Objection to Venue and Forum Non Conveniens . Each party hereto hereby irrevocably and unconditionally waives, to the fullest
extent it may legally and effectively do so, any objection which it may now or hereafter have to the laying of venue of any suit, action or proceeding arising
out of or relating to this Agreement in any New York State or Federal court. Each of the parties hereto hereby irrevocably waives, to the fullest extent
permitted by law, the defense of an inconvenient forum to the maintenance of such action or proceeding in any such court.
(f) Consent to Service of Process. Each party to this Agreement irrevocably consents to service of process in the manner provided for notices in
Section 9.01 of the Credit Agreement. Nothing in any Loan Document shall affect the right of any party to this Agreement to serve process in any other
manner permitted by law.
(g) WAIVER OF JURY TRIAL . EACH PARTY HERETO HEREBY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE
LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF,
UNDER OR IN CONNECTION WITH THIS AGREEMENT OR ANY OF THE OTHER LOAN DOCUMENTS. EACH PARTY HERETO
(A) CERTIFIES THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER
AND (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THIS AGREEMENT AND
BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION.
(h) Severability . In the event any one or more of the provisions contained in this Agreement should be held invalid, illegal or unenforceable in any
respect, the validity, legality and enforceability of the remaining provisions contained in this Agreement and therein shall not in any way be affected or
impaired thereby (it being understood that the invalidity of a particular provision in a particular jurisdiction shall not in and of itself affect the validity of
such provision in any other jurisdiction). The parties shall endeavor in good-faith negotiations to replace the invalid, illegal or unenforceable provisions with
valid provisions the economic effect of which comes as close as possible to that of the invalid, illegal or unenforceable provisions.
(i) Counterparts . This Agreement may be executed in counterparts (and by different parties hereto on different counterparts), each of which shall
constitute an original but all of which when taken together shall constitute a single contract, and shall become effective. Delivery of an executed signature
page to this Agreement by facsimile (or other electronic) transmission shall be as effective as delivery of a manually signed counterpart of this Agreement.
(j) Headings . The headings of this Agreement are for purposes of reference only and shall not limit or otherwise affect the meaning of this
Agreement.
[ Remainder of this page intentionally left blank ]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day and year
first above written.

AAC HOLDINGS, INC., as the Borrower

By:

/s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

[ Signature Page to Amendment No. 1 to Credit Agreement ]
AMERICAN ADDICTION CENTERS, INC.
By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

FORTERUS HEALTH CARE SERVICES, INC.
SAN DIEGO ADDICTION TREATMENT CENTER, INC.
By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

AAC HEALTHCARE NETWORK, INC.
By: AAC Holdings, Inc. its sole stockholder

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

AAC LAS VEGAS OUTPATIENT CENTER, LLC
AAC DALLAS OUTPATIENT CENTER, LLC ADDICTION
LABS OF AMERICA, LLC
By: American Addiction Centers, Inc. its sole member

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

[ Signature Page to Amendment and Waiver No. 1 to Credit Agreement ]
THE ACADEMY REAL ESTATE, LLC
By: Behavioral Healthcare Realty, LLC, its sole member

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

RECOVERY BRANDS, LLC
By: Referral Solutions Group, LLC, its sole member

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

REFERRAL SOLUTIONS GROUP, LLC
By: Sober Media Group. LLC, its sole member

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer
[ Signature Page to Amendment and Waiver No. 1 to Credit Agreement ]
BHR GREENHOUSE REAL ESTATE, LLC
BHR OXFORD REAL ESTATE, LLC
GREENHOUSE TREATMENT CENTER, LLC
CONCORDE TREATMENT CENTER, LLC
RECOVERY FIRST OF FLORIDA, LLC
RI-CLINICAL SERVICES, LLC

NEW JERSEY ADDICTION TREATMENT CENTER, LLC
BEHAVIORAL HEALTHCARE REALTY, LLC
CONCORDE REAL ESTATE, LLC
BHR ALISO VIEJO REAL ESTATE, LLC
BHR RINGWOOD REAL ESTATE, LLC
OXFORD TREATMENT CENTER, LLC
SOBER MEDIA GROUP, LLC
RIVER OAKS TREATMENT CENTER, LLC
LAGUNA TREATMENT HOSPITAL, LLC
SOLUTIONS TREATMENT CENTER, LLC
OXFORD OUTPATIENT CENTER, LLC
SAGENEX DIAGNOSTICS LABORATORY, LLC
By:
Name:
Title:

/s/ Andrew McWilliams
Andrew McWilliams
Chief Financial Officer

[ Signature Page to Amendment and Waiver No. 1 to Credit Agreement ]
SAN DIEGO PROFESSIONAL GROUP, P.C.
PALM BEACH PROFESSIONAL GROUP,
PROFESSIONAL CORPORATION
LAS VEGAS PROFESSIONAL GROUPCALARCO, P.C.
GRAND PRARIE PROFESSIONAL GROUP,
P.A.
OXFORD PROFESSIONAL GROUP, P.C.
PONTCHARTRAIN MEDICAL GROUP, A
PROFESSIONAL CORPORATION
By: /s/ Mark A. Calarco, D.O.

Name: Mark A. Calarco, D.O.
Title:
[ Signature Page to Amendment and Waiver No. 1 to Credit Agreement ]
ADCARE, INC.
By: /s/ Andrew McWilliams

Name:

Andrew McWilliams

Title:

Chief Financial Officer

ADCARE HOSPITAL OF WORCESTER, INC.
By: /s/ Andrew McWilliams

Name:

Andrew McWilliams

Title:

Chief Financial Officer

GREEN HILL REALTY CORPORATION
By: /s/ Andrew McWilliams

Name:

Andrew McWilliams

Title:

Chief Financial Officer

LINCOLN CATHARINE
REALTY CORPORATION
By: /s/ Andrew McWilliams

Name:

Andrew McWilliams

Title:

Chief Financial Officer

ADCARE RHODE ISLAND, INC.
By: /s/ Andrew McWilliams

Name:

Andrew McWilliams

Title:

Chief Financial Officer

TOWER HILL REALTY, INC.
By: /s/ Andrew McWilliams

Name:

Andrew McWilliams

Title:

Chief Financial Officer

[ Signature Page to Amendment and Waiver No. 1 to Credit Agreement ]

CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH, as
Administrative Agent and Collateral Agent
By:

/s/ Didier Siffer
Name:
Didier Siffer
Title:
Authorized Signatory

By:

/s/ Bryan J. Matthews
Name:
Bryan J. Matthews
Title:
Authorized Signatory

[ Signature Page to Amendment No. 1 to Credit Agreement ]
CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH, as a
Lender
By: /s/ Didier Siffer
Name: Didier Siffer
Title: Authorized Signatory
By: /s/ Bryan J. Matthews
Name: Bryan J. Matthews
Title: Authorized Signatory
[ Signature Page to Amendment No. 1 to Credit Agreement ]
LENDER:
BRIGHTWOOD CAPITAL FUND III HOLDINGS SPV-2, LLC
BY: BRIGHTWOOD CAPITAL FUND MANAGERS III, LLC,
as its Manager
By: /s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer
By: /s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member

BRIGHTWOOD CAPITAL FUND III-U, LP
BY: BRIGHTWOOD CAPITAL FUND MANAGERS III, LLC,
as its Manager
By: /s/ Phil Daniele
Name: Phil Daniele

Title:
By:

Chief Risk Officer

/s/ Sengal Selassie
Name:
Sengal Selassie
Title:
Managing Member

AAC – Credit Agreement Amendment and Waiver No. 1
BRIGHTWOOD CAPITAL FUND IV, LP
BY: BRIGHTWOOD CAPITAL FUND MANAGERS IV, LLC,
its General Partner
By: /s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By: /s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member

BRIGHTWOOD CAPITAL OFFSHORE FUND IV, LP
BY: BRIGHTWOOD CAPITAL FUND MANAGERS IV, LLC,
its General Partner
By: /s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By: /s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member

BRIGHTWOOD CAPITAL OFFSHORE FUND IV-U, LP
BY: BRIGHTWOOD CAPITAL FUND MANAGERS IV, LLC,
its General Partner
By: /s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By: /s/ Sengal Selassie
Name: Sengal Selassie

Title: Managing Member
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BRIGHTWOOD CAPITAL CO-INVEST FUND, LP
BY: BRIGHTWOOD CAPITAL FUND MANAGERS IV, LLC,
its General Partner
By: /s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By: /s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member

BRIGHTWOOD CAPITAL FUND IV HOLDINGS SPV-2, LLC
BY: BRIGHTWOOD CAPITAL FUND MANAGERS IV, LLC,
its General Partner
By: /s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By: /s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member
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BRIGHTWOOD CAPITAL FUND IV-U, LP
BY: BRIGHTWOOD CAPITAL FUND MANAGERS IV, LLC,
its General Partner
By: /s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By: /s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member

BRIGHTWOOD CAPITAL OFFSHORE FUND IV HOLDINGS
SPV-2, LLC
BY: BRIGHTWOOD CAPITAL FUND MANAGERS IV, LLC,
its General Partner
By:

/s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By: /s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member
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BRIGHTWOOD FUND III STATIC 2018-1, LLC,
BY: BRIGHTWOOD CAPITAL FUND MANAGERS III, LLC,
as its Manager
By: /s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By: /s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member
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LENDER:
HG VORA SPECIAL OPPORTUNITIES MASTER FUND,
LTD.
By: HG Vora Capital Management, LLC, in its capacity as
investment adviser

By: /s/ Gary Moross
Name: Gary Moross
Title: Partner
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LENDER:

MAIN STREET CAPITAL CORPORATION
By:

/s/ Nicholas T. Meserve
Name: Nicholas T. Meserve
Title: Managing Director
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LENDER:
I-45 SPV LLC
By: /s/ Nicholas T. Meserve
Name: Nicholas T. Meserve
Title: Manager
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LENDER:
HMS FUNDING I LLC
BY: HMS INCOME FUND, INC.
ITS DESIGNATED MANAGER
By: /s/ Alejandro Palomo
Name: Alejandro Palomo
Title: Authorized Agent
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LENDER:
CQS CREDIT MULTI ASSET FUND, A SUB-FUND OF CQS
GLOBAL FUNDS (IRELAND) PLC
By: /s/ Atholl Wilton
Name: Atholl Wilton
Title: Authorised Signatory
CQS AIGUILLE DU CHARDONNET MF S.C.A.
SICAV-SIF
By: /s/ Atholl Wilton
Name: Atholl Wilton
Title: Authorised Signatory
GRACECHURCH OPPORTUNITIES FUND LIMITED

By:

/s/ Atholl Wilton
Name:
Atholl Wilton
Title:
Authorised Signatory

CQS DEDICATED MULTI STRATEGY FUND LIMITED
By:

/s/ Atholl Wilton
Name:
Atholl Wilton
Title:
Authorised Signatory
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LENDER:
CAPITAL SOUTHWEST CORPORATION
By: /s/ Josh Weinstein
Name: Josh Weinstein
Title: MD
AAC – Credit Agreement Amendment and Waiver No. 1

Exhibit 10.13
EXECUTION VERSION
AMENDMENT NO. 2 TO GUARANTEE AND COLLATERAL AGREEMENT, dated as of March 8, 2019 (this “ Amendment ”), is made and
entered into by and among AAC Holdings, Inc., a Nevada corporation (the “ Borrower ”), and certain Subsidiaries of the Borrower, as Grantors under the Guarantee
and Collateral Agreement (as defined below) and Credit Suisse AG (“ Credit Suisse ”), as Administrative Agent and Collateral Agent under the Credit Agreement.

RECITALS
WHEREAS, reference is made to (i) the Credit Agreement, dated as of June 30, 2017 (as amended by the Incremental Loan Assumption
Agreement, dated as of September 25, 2018, and the Incremental Loan Assumption Agreement, dated as of March 1, 2018, and as further amended, restated,
supplemented or otherwise modified prior to the date of this Amendment, the “ Credit Agreement ”), by and among the Borrower, the lenders party thereto and
Credit Suisse AG, as Administrative Agent and Collateral Agent and (ii) the Guarantee and Collateral Agreement, dated as of June 30, 2017 (as amended by the
Assumption Agreement, dated as of March 1, 2018, and Amendment No. 1 to Guarantee and Collateral Agreement, dated as of March 30, 2018, and as further
amended, restated, supplemented or otherwise modified prior to the date of this Amendment, the “ Guarantee and Collateral Agreement ”), made by the Borrower
and certain Subsidiaries of the Borrower, in favor of Credit Suisse, as Collateral Agent for the Secured Parties in connection with the Credit Agreement;
WHEREAS, on the terms and subject to the conditions set forth in this Amendment and in the Guarantee and Collateral Agreement and pursuant to
and in accordance with Section 8.01 of the Guarantee and Collateral Agreement, the Borrower has requested that the Administrative Agent hereby agree to make the
amendments to the Guarantee and Collateral Agreement set forth in this Amendment; and
WHEREAS, the Required Lenders have authorized, directed and instructed the Administrative Agent to execute and deliver this Amendment in
connection with the Amendment and Waiver No. 1 to Credit Agreement, dated as of the date hereof (the “ Credit Agreement Amendment ”), by and among the
Borrower, the other Loan Parties party thereto, the Required Lenders and Credit Suisse, as Administrative Agent and Collateral Agent.
NOW, THEREFORE, in consideration of the mutual agreements contained in this Amendment and other good and valuable consideration, the
sufficiency and receipt of which are hereby acknowledged, the parties hereto hereby agree as follows:
SECTION 1. Defined Terms; Interpretation; Etc . Capitalized terms used and not defined in this Amendment shall have the meanings assigned to
such terms in the Credit Agreement or the Guarantee and Collateral Agreement, as applicable. This Amendment is a “Loan Document”.
SECTION 2. Amendment . On the date hereof, on the terms and subject to the conditions set forth in this Amendment and pursuant to and in
accordance with Section 8.01 of the Guarantee and Collateral Agreement, the parties hereto hereby agree to amend the Guarantee and Collateral Agreement as
follows:
(a) Clause (i)(a) of the definition of “Excluded Assets” of the Guarantee and Collateral Agreement is hereby amended and restated in its entirety to
read as follows:
“(i) (a) fee owned real property (or any interest in real property) with an aggregate fair market value (in the Borrower’s reasonable good faith
determination) less than $6,500,000 to the extent acquired subsequent to the Closing Date,”
(b) The first sentence of Section 3.03(a) of the Guarantee and Collateral Agreement is hereby amended and restated in its entirety to read as
follows:
“With respect to any Deposit Accounts, Securities Accounts and Security Entitlements included in the Collateral, each Grantor shall take all steps
required or reasonably necessary to ensure that the Collateral

Agent has Control thereof; provided , however , that such Control requirement shall not apply to any (i) Deposit Accounts (x) with a value of less
than $500,000 individually or $1,000,000 in the aggregate or (y) used solely as a tax or payroll account, escrow account, trust account, flexible
spending benefit account, and other similar accounts maintained for employee or employer liabilities in favor of an employee (including, without
limitation, 401k contributions, employee stock purchase plan deductions and employee benefits), in each case maintained in the ordinary course of
business consistent with past practices and (ii) Securities Accounts or Security Entitlements with a value of less than, or having funds or other
assets credited thereto with a value of less than $500,000 individually or $1,000,000 in the aggregate.”
(c) The third sentence of Section 4.08(a) of the Guarantee and Collateral Agreement is hereby amended and restated in its entirety to read as
follows:
“Schedule 4.08(c) hereto (as such schedule may be amended from time to time) sets forth under the headings “Securities Accounts” and “Deposit
Accounts,” respectively, all of the Securities Accounts with a balance in excess of $500,000 individually or $1,000,000 in the aggregate and
Deposit Accounts with a balance in excess of $500,000 individually or $1,000,000 in the aggregate in which each Grantor has an interest.”
(d) Immediately following Section 8.16 of the Guarantee and Collateral Agreement, a new Section 8.17 of the Guarantee and Collateral Agreement
is hereby added to read as follows (and the Table of Contents to the Guarantee and Collateral Agreement is hereby updated accordingly):
“Section 8.17 Intercreditor Agreement . NOTWITHSTANDING ANY PROVISION TO THE CONTRARY IN THIS AGREEMENT, IN
THE EVENT OF ANY CONFLICT OR INCONSISTENCY BETWEEN THE PROVISIONS OF THE INTERCREDITOR
AGREEMENT AND THIS AGREEMENT, THE PROVISIONS OF THE INTERCREDITOR AGREEMENT SHALL PREVAIL. ”
(e) the Schedules to the Guarantee and Collateral Agreement are hereby amended and restated in their entirety as set forth on Annex I hereto.
SECTION 3. Conditions Precedent to Effectiveness . This Amendment shall become effective solely upon the satisfaction of the following
conditions precedent:
(a) Each of the Borrower, the other Grantors, the Administrative Agent and the Collateral Agent shall have signed a counterpart signature page of
this Amendment and shall have delivered (including by way of facsimile or other electronic transmission) the same to Milbank LLP; and
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(b) All of the conditions in Section 3 of the Credit Agreement Amendment shall have been satisfied or waived in accordance with the terms and
subject to the conditions thereof.
SECTION 4. Effect on the Guarantee and Collateral Agreement .
(a) Except as specifically amended by this Amendment, the Guarantee and Collateral Agreement and the other Loan Documents shall
remain in full force and effect and are hereby ratified and confirmed.
(b) The execution, delivery and performance of this Amendment shall not constitute a waiver of any provision of, or operate as a waiver of
any right, power or remedy of any Agent or Lender under any Loan Document.
(c) The parties hereto expressly acknowledge that it is not their intention that this Amendment or any of the other Loan Documents
executed or delivered pursuant hereto constitute a novation of any of the obligations, covenants or agreements contained in the Guarantee and
Collateral Agreement or any other Loan Document, but a modification thereof pursuant to the terms contained herein.
(d) From and after the Effective Date, each reference in the Guarantee and Collateral Agreement to “this Agreement”, “hereunder”,
“hereof”, “herein” or words of like import referring to the Guarantee

and Collateral Agreement, and each reference in the other Loan Documents to the “Guarantee and Collateral Agreement”, “thereunder”, “thereof”
or words of like import referring to the Guarantee and Collateral Agreement shall mean and be a reference to the Guarantee and Collateral
Agreement as modified by this Amendment.
(e) This Amendment is, and shall be deemed to be, a Loan Document.
SECTION 5. Miscellaneous .
(a) Amendment, Modification and Waiver . This Amendment may not be amended nor may any provision of this Amendment be waived except
pursuant to a writing signed by each of the parties hereto.
(b) Entire Agreement . This Amendment, the Guarantee and Collateral Agreement and the other Loan Documents constitute the entire agreement
among the parties with respect to the subject matter of this Amendment and thereof and supersede all other prior agreements and understandings, both
written and verbal, among the parties or any of them with respect to the subject matter of this Amendment.
(c) Applicable Law. This Amendment shall be construed in accordance with and governed by the laws of the State of New York.
(d) Jurisdiction. Each party hereto hereby irrevocably and unconditionally submits, for itself and its property, to the exclusive jurisdiction of any
New York State court or Federal court of the United States of America sitting in the Borough of Manhattan in New York City, and any appellate court from
any thereof, in any action or proceeding arising out of or relating to this Amendment, or for recognition or enforcement of any judgment, and each of the
parties hereto hereby irrevocably and unconditionally agrees that all claims in respect of any such action or proceeding may be heard and determined in such
New York State or, to the extent permitted by law, in such Federal court. Each of the parties hereto agrees that a final judgment in any such action or
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proceeding shall be conclusive and may be enforced in other jurisdictions by suit on the judgment or in any other manner provided by law. Nothing in this
Amendment shall affect any right that the Administrative Agent, the Collateral Agent or any Lender may otherwise have to bring any action or proceeding
relating to this Amendment or the other Loan Documents against the Borrower, its Subsidiaries or any of their respective properties in the courts of any
jurisdiction.
(e) Waiver of Objection to Venue and Forum Non Conveniens. Each party hereto hereby irrevocably and unconditionally waives, to the fullest
extent it may legally and effectively do so, any objection which it may now or hereafter have to the laying of venue of any suit, action or proceeding arising
out of or relating to this Amendment in any New York State or Federal court. Each of the parties hereto hereby irrevocably waives, to the fullest extent
permitted by law, the defense of an inconvenient forum to the maintenance of such action or proceeding in any such court.
(f) Consent to Service of Process. Each party to this Amendment irrevocably consents to service of process in the manner provided for notices in
Section 9.01 of the Credit Amendment. Nothing in any Loan Document shall affect the right of any party to this Amendment to serve process in any other
manner permitted by law.
(g) WAIVER OF JURY TRIAL. EACH PARTY HERETO HEREBY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE
LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF,
UNDER OR IN CONNECTION WITH THIS AMENDMENT OR ANY OF THE OTHER LOAN DOCUMENTS. EACH PARTY HERETO
(A) CERTIFIES THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER
AND (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THIS AMENDMENT
AND BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION.

(h) Severability. In the event any one or more of the provisions contained in this Amendment should be held invalid, illegal or unenforceable in any
respect, the validity, legality and enforceability of the remaining provisions contained in this Amendment and therein shall not in any way be affected or
impaired thereby (it being understood that the invalidity of a particular provision in a particular jurisdiction shall not in and of itself affect the validity of
such provision in any other jurisdiction). The parties shall endeavor in good-faith negotiations to replace the invalid, illegal or unenforceable provisions with
valid provisions the economic effect of which comes as close as possible to that of the invalid, illegal or unenforceable provisions.
(i) Counterparts. This Amendment may be executed in counterparts (and by different parties hereto on different counterparts), each of which shall
constitute an original but all of which when taken together shall constitute a single contract, and shall become effective. Delivery of an executed signature
page to this Amendment by facsimile (or other electronic) transmission shall be as effective as delivery of a manually signed counterpart of this
Amendment.
(j) Headings. The headings of this Amendment are for purposes of reference only and shall not limit or otherwise affect the meaning of this
Amendment.
[ Remainder of this page intentionally left blank ]
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AMERICAN ADDICTION CENTERS, INC.
By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

FORTERUS HEALTH CARE SERVICES, INC.
SAN DIEGO ADDICTION TREATMENT CENTER, INC.
By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

AAC HEALTHCARE NETWORK, INC.
By: AAC Holdings, Inc. its sole stockholder

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

AAC LAS VEGAS OUTPATIENT CENTER, LLC
AAC DALLAS OUTPATIENT CENTER, LLC ADDICTION
LABS OF AMERICA, LLC

By: American Addiction Centers, Inc. its sole member

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer
[ Signature Page to Amendment No. 2 to Guarantee and Collateral Agreement ]

THE ACADEMY REAL ESTATE, LLC
By: Behavioral Healthcare Realty, LLC, its sole member

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

RECOVERY BRANDS, LLC
By: Referral Solutions Group, LLC, its sole member

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

REFERRAL SOLUTIONS GROUP, LLC
By: Sober Media Group, LLC, its sole member

By: /s/ Andrew McWilliams

Name:
Title:

Andrew McWilliams
Chief Financial Officer

[ Signature Page to Amendment No. 2 to Guarantee and Collateral Agreement ]

BHR GREENHOUSE REAL ESTATE, LLC
BHR OXFORD REAL ESTATE, LLC
GREENHOUSE TREATMENT CENTER, LLC
CONCORDE TREATMENT CENTER, LLC
RECOVERY FIRST OF FLORIDA, LLC
RI-CLINICAL SERVICES, LLC
NEW JERSEY ADDICTION TREATMENT CENTER, LLC
BEHAVIORAL HEALTHCARE REALTY, LLC
CONCORDE REAL ESTATE, LLC
BHR ALISO VIEJO REAL ESTATE, LLC
BHR RINGWOOD REAL ESTATE, LLC
OXFORD TREATMENT CENTER, LLC
SOBER MEDIA GROUP, LLC
RIVER OAKS TREATMENT CENTER, LLC
LAGUNA TREATMENT HOSPITAL, LLC
SOLUTIONS TREATMENT CENTER, LLC
OXFORD OUTPATIENT CENTER, LLC
SAGENEX DIAGNOSTICS LABORATORY, LLC
By:
/s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer
[ Signature Page to Amendment No. 2 to Guarantee and Collateral Agreement ]

SAN DIEGO PROFESSIONAL GROUP, P.C.
PALM BEACH PROFESSIONAL GROUP,
PROFESSIONAL CORPORATION
LAS VEGAS PROFESSIONAL GROUP-CALARCO, P.C.
GRAND PRARIE PROFESSIONAL GROUP, P.A.
OXFORD PROFESSIONAL GROUP, P.C.
PONTCHARTRAIN MEDICAL GROUP, A
PROFESSIONAL CORPORATION
By:
Name:
Title:

/s/ Mark A. Calarco, D.O.
Mark A. Calarco, D.O.

[ Signature Page to Amendment No. 2 to Guarantee and Collateral Agreement ]
ADCARE, INC.
By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

ADCARE HOSPITAL OF WORCESTER, INC.
By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

GREEN HILL REALTY CORPORATION
By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

LINCOLN CATHARINE
REALTY CORPORATION
By: /s/ Andrew McWilliams

Name: Andrew McWilliams

Title:

Chief Financial Officer

ADCARE RHODE, ISLAND, INC.
By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

TOWER HILL REALTY, INC.
By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer
[ Signature Page to Amendment No. 2 to Guarantee and Collateral Agreement ]
CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH, as
Administrative Agent and Collateral Agent
By: /s/ Didier Siffer
Name: Didier Siffer
Title: Authorized Signatory

By: /s/ Bryan J. Matthews
Name: Bryan J. Matthews
Title: Authorized Signatory
[ Signature Page to Amendment No. 2 to Guarantee and Collateral Agreement ]
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GUARANTEE AND COLLATERAL AGREEMENT
made by
AAC HOLDINGS, INC., as Borrower
and certain Subsidiaries of Borrower
in favor of
CREDIT SUISSE AG, as Collateral Agent
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GUARANTEE AND COLLATERAL AGREEMENT dated as of March 8, 2019 made by each of the signatories hereto (together with any other
entity that may become a party hereto as provided herein, the “ Grantors ”), in favor of CREDIT SUISSE AG, as collateral agent (in such capacity and together with
its successors, the “ Collateral Agent ”) for the Secured Parties in connection with the Credit Agreement dated as of March 8, 2019 (as amended, restated, replaced,
supplemented or otherwise modified from time to time, the “ Credit Agreement ”), among AAC HOLDINGS, INC., a Nevada corporation (the “ Borrower ”), the
Lenders from time to time party thereto, CREDIT SUISSE AG, as administrative agent for the Lenders (in such capacity, the “ Administrative Agent ”), and as
Collateral Agent.

WITNESSETH:
WHEREAS, pursuant to the Credit Agreement, the Lenders have severally agreed to make extensions of credit to the Borrower upon the terms and
subject to the conditions set forth therein;
WHEREAS, the Borrower is a member of an affiliated group of companies that includes each other Grantor;
WHEREAS, the proceeds of the extensions of credit under the Credit Agreement will be used in part to enable the Borrower to make valuable
transfers to one or more of the other Grantors in connection with the operation of their respective businesses;
WHEREAS, the Borrower and the other Grantors are engaged in related businesses, and each Grantor will derive substantial direct and indirect
benefit from the making of the extensions of credit under the Credit Agreement; and
WHEREAS, it is a condition precedent to the obligation of the Lenders to make their respective extensions of credit to the Borrower under the
Credit Agreement that the Grantors shall have executed and delivered this Agreement to the Collateral Agent for the ratable benefit of the Secured Parties;
NOW, THEREFORE, in consideration of the premises and to induce the Administrative Agent, the Collateral Agent and the Lenders to enter into
the Credit Agreement and to induce the Lenders to make their respective extensions of credit to the Borrower thereunder, each Grantor hereby agrees with the
Collateral Agent, for the ratable benefit of the Secured Parties, as follows:
SECTION 1. DEFINED TERMS
1.01 Definitions . (a) Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings given to
them in the Credit Agreement, and the following terms are used herein as defined in the New York UCC (and if defined in more than one Article of the New York
UCC, such terms shall have the meanings given in Article 9 thereof): Accounts, Account Debtor, As-Extracted Collateral, Bank, Certificated Security, Chattel Paper,
Commercial Tort Claim, Documents, Deposit Account, Electronic Chattel Paper, Entitlement Order, Equipment, Farm Products, Financial Asset, Fixtures, General
Intangibles, Goods, Instruments, Inventory, Letter of Credit, Letter of Credit Rights, Money, Payment Intangibles, Securities Account, Securities Intermediary,
Security, Security Entitlement, Supporting Obligations, Tangible Chattel Paper, Uncertificated Security and Vehicles.
(b) The following terms shall have the following meanings:
“ Administrative Agent ” shall have the meaning assigned to such term in the preamble.
“ Agent ” shall mean each of the Administrative Agent and the Collateral Agent.
“ Agreement ” shall mean this Guarantee and Collateral Agreement, as the same may be amended, restated, supplemented, replaced or otherwise
modified from time to time.

“ Arrangers ” shall have the meaning assigned to such term in the Credit Agreement.
“ Borrower ” shall have the meaning assigned to such term in the preamble.
“ Borrower Obligations ” shall mean the collective reference to the unpaid principal of and interest on (including interest accruing after the
maturity of the Loans and interest accruing after the filing of any petition in bankruptcy, or the commencement of any insolvency, reorganization or like proceeding,
relating to any Grantor, whether or not a claim for post-filing or post-petition interest is allowed in such proceeding) the Loans and all other obligations and
liabilities of the Grantors to any Agent or any Lender, whether direct or indirect, absolute or contingent, due or to become due, or now existing or hereafter incurred,
which may arise under, out of, or in connection with the Credit Agreement, any other Loan Document, or any other document made, delivered or given in connection
herewith or therewith, whether on account of principal, interest, premium (including the Exit Payment), reimbursement obligations, out-of-pocket fees, indemnities,
costs, reasonable out-of-pocket expenses (including all fees, charges and disbursements of counsel to any Secured Party that are required to be paid by the Borrower
pursuant to the terms of the Credit Agreement or any other Loan Document) or otherwise.
“ Collateral ” shall have the meaning assigned to such term in Section 3.
“ Collateral Account ” shall mean any collateral account established by the Collateral Agent as provided in Section 6.01 or 6.04 of this Agreement
or Section 2.22(j) of the Credit Agreement.
“ Collateral Account Funds ” shall mean, collectively, the following: all funds (including all trust monies), investments (including all Permitted
Investments) credited to, or purchased with funds from, any Collateral Account and all certificates and instruments from time to time representing or evidencing
such investments; all notes, certificates of deposit, checks and other instruments from time to time hereafter delivered to or otherwise possessed by the Collateral
Agent for or on behalf of any Grantor in substitution for, or in addition to, any or all of the Collateral; and all interest, dividends, cash, instruments and other
property from time to time received, receivable or otherwise distributed in respect of or in exchange for any or all of the items constituting Collateral.
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“ Collateral Agent ” shall have the meaning assigned to such term in the preamble.
“ Collateral Support ” shall mean all property (real or personal) assigned, hypothecated or otherwise securing any Collateral and shall include any
security agreement or other agreement granting a lien or security interest in such real or personal property.
“ Commodity Exchange Act ” shall mean the Commodity Exchange Act (7 U.S.C. § 1 et seq.), as amended from time to time, and any successor
statute.
“ Contracts ” shall mean all written contracts and agreements between any Grantor and any other Person (in each case, whether third party or
intercompany) as the same may be amended, extended, restated, supplemented, replaced or otherwise modified from time to time including (i) all rights of any
Grantor to receive moneys due and to become due to it thereunder or in connection therewith, (ii) all rights of any Grantor to receive proceeds of any insurance,
indemnity, warranty or guaranty with respect thereto, (iii) all rights of any Grantor to damages arising thereunder and (iv) all rights of any Grantor to terminate and
to perform and compel performance of, such contracts and to exercise all remedies thereunder.
“ Control ” shall mean: (1) with respect to any Deposit Accounts, control within the meaning of Section 9-104 of the UCC, (2) with respect to any
Securities Accounts or Security Entitlements, control within the meaning of Section 9-106 of the UCC, (3) with respect to any Uncertificated Securities, control
within the meaning of Section 8-106(c) of the UCC, (4) with respect to any Certificated Securities, control within the meaning of Section 8-106(a) or 8-106(b) of the
UCC, (5) with respect to any Electronic Chattel Paper, control within the meaning of Section 9-105 of the UCC, (6) with respect to Letter of Credit Rights, control
within the meaning of Section 9-107 of the UCC and (7) with respect to any “transferable record” (as that term is defined in Section 201 of

the Federal Electronic Signatures in Global and National Commerce Act or in Section 16 of the Uniform Electronic Transactions Act as in effect in any relevant
jurisdiction), control within the meaning of Section 201 of the Federal Electronic Signatures in Global and National Commerce Act or in Section 16 of the Uniform
Electronic Transactions Act as in effect in the jurisdiction relevant to such transferable record.
“ Copyright Licenses ” shall mean all agreements, licenses and covenants providing for the granting of any right in or to any Copyright or
otherwise providing for a covenant not to sue for infringement or other violation of any Copyright, including those in which a Grantor is a licensor or licensee
thereunder.
“ Copyrights ” shall mean (i) all copyrights arising under the laws of the United States, any other country, or union of countries, or any political
subdivision of any of the foregoing, whether registered or unregistered and whether published or unpublished (including the registered copyrights and applications
listed in Schedule 3.27(a) to the Credit Agreement (as such schedule may be amended or supplemented from time to time)), all registrations and
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recordings thereof, and all applications in connection therewith, including all registrations, recordings and applications in the United States Copyright Office, (ii) the
right to, and to obtain, all extensions and renewals thereof, and the right to sue or otherwise recover for past, present and future infringements or other violations of
any of the foregoing, (iii) all Proceeds of the foregoing, including license fees, royalties, income, payments, claims, damages, and proceeds of suit, and (iv) all other
rights accruing thereunder or pertaining thereto throughout the world.
“ Credit Agreement ” shall have the meaning assigned to such term in the preamble.
“ Dollars ” or “ $ ” shall mean lawful money of the United States of America.
“ Excluded Assets ” shall mean (i) (a) fee owned real property (or any interest in real property) with an aggregate fair market value (in the
Borrower’s reasonable good faith determination) less than $6,500,000 to the extent acquired subsequent to the Closing Date, (b) the Healthcare Facilities set forth on
Schedule 6.03 and (c) all real property leasehold interests ( provided that the Borrower may, in its sole discretion, elect to grant a Mortgage over any fee owned real
property (or any interest in real property) in accordance with Section 5.12 of the Credit Agreement to the extent Section 5.12 does not otherwise require the
Borrower to grant such Mortgage), (ii) all cars, trucks, trailers, construction, special purpose and other Vehicles and Equipment covered by a certificate of title of
any state or of the United States of America and all appurtenants to any of the foregoing, (iii) Commercial Tort Claims in an aggregate amount not to exceed
$1,000,000 individually or $2,000,000 in the aggregate, (iv) any lease, license, Contract, property rights or agreement to which the Grantor is a party or any of its
rights or interests thereunder if and for so long as the grant of such security interest shall constitute or result in (A) a violation of any law, rule or regulation
applicable to such Grantor, (B) the abandonment, invalidation or unenforceability of any right, title or interest of the Grantor therein or (C) a breach or termination
pursuant to the terms of, or a default under, any such lease, license, contract, property rights or agreement (other than to the extent that any such term is rendered
ineffective pursuant to Sections 9-406, 9-407, 9-408 or 9-409 of the UCC (or any successor provision or provisions) of any relevant jurisdiction or any other
applicable law (including the Bankruptcy Code) or principles of equity), provided , however , that such security interest shall attach immediately and automatically at
such time as the contractual or legal prohibition causing such abandonment, invalidation, unenforceability or violation shall not longer be applicable or shall be
remedied and to the extent severable, shall attach immediately to any portion of such lease, license, Contract, property rights or agreement that does not result in any
of the consequences specified in (A), (B) or (C) above, (v) Farm Products and As-Extracted Collateral, (vi) Excluded Equity Interests, (vii) fixed or capital assets
owned by such Grantor that are subject to a purchase money Lien or a Capital Lease Obligation (in each case, to the extent permitted by the Credit Agreement) if the
contractual agreement pursuant to which such Lien is granted (or in the document providing for such Capital Lease Obligation) prohibits or expressly requires the
consent (which consent has not been obtained after the exercise of reasonable efforts) of any Person (other than any Grantor or its Affiliates) as a condition to the
creation of any other Lien on such assets and (viii) any assets if, in the judgment of the Collateral Agent, the costs of creating or perfecting such pledges or security
interests in such assets (including any mortgage, stamp or other tax) are excessive in relation to the benefits to the Lenders.
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“ Excluded Equity Interests ” shall mean (1) Equity Interests of a Foreign Subsidiary if such pledge or security interest would constitute an
investment of earnings in United States property under Section 956 (or a successor provision) of the Code; provided that this clause (iii) shall not apply to (A) Voting
Equity Interests of any Subsidiary which is (x) a first-tier controlled foreign corporation (as defined in Section 957(a) (or a successor provision) of the Code) or (y) a
Domestic Subsidiary that is treated as a Foreign Subsidiary pursuant to this paragraph, in each case, representing 65% of the total voting power of all outstanding
Voting Equity Interests of such Subsidiary and (B) 100% of the Equity Interests not constituting Voting Equity Interests of any such Subsidiary, except that any such
Equity Interests constituting “stock entitled to vote” within the meaning of Treasury Regulation Section 1.956-2(c)(2) (or a successor provision) shall be treated as
Voting Equity Interests for purposes of this definition and (2) Equity Interests of a Controlled Physician Affiliate not owned or hereafter acquired by any Grantor.
Solely for purposes of this definition, a “Domestic Subsidiary” shall be treated as a Foreign Subsidiary if substantially all of the assets of such Domestic Subsidiary
are Equity Interests in Foreign Subsidiaries.
“ General Intangibles ” shall mean all “general intangibles” as such term is defined in Article 9 of the New York UCC and, in any event, including
with respect to any Grantor, all rights of such Grantor to receive any tax refunds, all Hedging Agreements and all contracts, agreements, instruments and indentures
and all licenses, permits, concessions, franchises and authorizations issued by Governmental Authorities in any form, and portions thereof, to which such Grantor is
a party or under which such Grantor has any right, title or interest or to which such Grantor or any property of such Grantor is subject, as the same may from time to
time be amended, supplemented, replaced or otherwise modified, including (i) all rights of such Grantor to receive moneys due and to become due to it thereunder or
in connection therewith, (ii) all rights of such Grantor to receive proceeds of any insurance, indemnity, warranty or guaranty with respect thereto, (iii) all rights of
such Grantor to damages arising thereunder and (iv) all rights of such Grantor to terminate and to perform and compel performance and to exercise all remedies
thereunder.
“ Government Contract ” shall mean any Contract of a Grantor with any Governmental Authority.
“ Government Receivable ” shall mean any Receivable of a Grantor pursuant to or in connection with a Government Contract.
“ Grantors ” shall have the meaning assigned to such term in the preamble.
“ Guarantor Obligations ” shall mean with respect to any Guarantor, all obligations and liabilities of such Guarantor, whether direct or indirect,
absolute or contingent, due or to become due, or now existing or hereafter incurred, which may arise under or in connection with this Agreement (including
Section 2) or any other Loan Document to which such Guarantor is a party, in each case whether on account of guarantee obligations, reimbursement obligations,
out-of-pocket fees, indemnities, costs and expenses (including all fees and disbursements of counsel to any Secured Party that are required to be paid by such
Guarantor pursuant to the terms of this Agreement or any other Loan Document) or otherwise.
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“ Guarantors ” shall mean the collective reference to each Grantor other than the Borrower.
“ Immaterial Intellectual Property ” shall mean Intellectual Property that (x) is not used or useful in, or material to, the business of any Grantor
and (y) has no commercial value individually or in the aggregate.
“ Insurance ” shall mean all property and casualty insurance policies covering any or all of the Collateral (regardless of whether the Collateral
Agent is the loss payee thereof).
“ Intellectual Property ” shall mean the collective reference to all rights, priorities and privileges relating to any intellectual property, whether
arising under United States, multinational or foreign laws or otherwise, including Copyrights, Copyright Licenses, Patents, Patent Licenses, Trademarks, Trademark
Licenses, Trade Secrets

and Trade Secret Licenses, together with URLs, domain names, content of websites and databases, and all rights to sue at law or in equity for any past, present and
future infringement or other violation of rights therein, including the right to receive all Proceeds therefrom, including license fees, royalties, income, payments,
claims, damages and proceeds of suit for any past, present or future infringement, misappropriation, dilution or other violation thereof now or hereafter due and/or
payable with respect thereto .
“ Intellectual Property Collateral ” shall mean that portion of the Collateral that constitutes Intellectual Property.
“ Investment Property ” shall mean the collective reference to (i) all “investment property” as such term is defined in Section 9-102(a)(49) of the
New York UCC including all Certificated Securities and Uncertificated Securities, all Security Entitlements and all Securities Accounts, (ii) security entitlements, in
the case of any United States Treasury book-entry securities, as defined in 31 C.F.R. section 357.2, or, in the case of any United States federal agency book-entry
securities, as defined in the corresponding United States federal regulations governing such book-entry securities, and (iii) whether or not otherwise constituting
“investment property,” all Pledged Notes, all Pledged Equity Interests and all Pledged Security Entitlements.
“ Issuers ” shall mean the collective reference to each issuer of a Pledged Security.
“ Material Intellectual Property ” shall mean Intellectual Property included in the Collateral that is material to the business of a Grantor or is
otherwise of material value.
“ New York UCC ” shall mean the Uniform Commercial Code as from time to time in effect in the State of New York.
“ Obligations ” shall mean (i) in the case of the Borrower, the Borrower Obligations, and (ii) in the case of each Guarantor, its Guarantor
Obligations.
“ Patent License ” shall mean all agreements, licenses and covenants providing for the granting of any right in or to any Patent, or otherwise
providing for a covenant not to sue for infringement or other violation of any Patent, including those in which a Grantor is a licensor or licensee thereunder,
including any of the foregoing listed in Schedule 3.27(a) to the Credit Agreement (as such schedule may be amended or supplemented from time to time).
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“ Patents ” shall mean (i) all letters of patent of the United States, any other country, union of countries or any political subdivision of any of the
foregoing, all reissues and extensions thereof, including any of the foregoing listed in Schedule 3.27(a) to the Credit Agreement (as such schedule may be amended
or supplemented from time to time), (ii) all applications for letters of patent of the United States or any other country or union of countries or any political
subdivision of any of the foregoing and all divisions, continuations and continuations-in-part thereof, including any of the foregoing listed in Schedule 3.27(a) to the
Credit Agreement (as such schedule may be amended or supplemented from time to time), (iii) all rights to, and to obtain, any reissues or extensions of the
foregoing, (iv) all Proceeds of the foregoing, including license fees, royalties, income, payments, claims, damages and proceeds of suit now or hereafter due and/or
payable with respect thereto, (v) the right to sue or otherwise recover for any past, present and future infringement or other violation thereof, and (vi) all other rights
accruing thereunder or pertaining thereto throughout the world.
“ Payment in Full of the Obligations ” shall mean the unconditional, final and irrevocable payment in full, in immediately available funds, of all of
the Borrower Obligations or the Guarantor Obligations, as the case may be, in each case, unless otherwise specified, other than indemnification and other contingent
obligations not then due and payable in amounts and pursuant to documentation in form and substance reasonably satisfactory to the Administrative Agent and the
termination or expiration of all commitments to extend credit under the Credit Agreement. The expressions “payment in full,” “paid in full” and any other similar
terms or phrases when used herein or in any other document with respect to the Borrower Obligations or the Guarantor Obligations shall have the correlative
meanings.

“ Pledged Alternative Equity Interests ” shall mean all interests of any Grantor in participation or other interests in any equity or profits of any
business entity and the certificates, if any, representing such interests and all dividends, distributions, cash, warrants, rights, options, instruments, securities and other
property or proceeds from time to time received, receivable or otherwise distributed in respect of or in exchange for any or all of such interests and any other
warrant, right or option to acquire any of the foregoing; provided , however , that Pledged Alternative Equity Interests shall not include any Pledged Stock, Pledged
Partnership Interests, Pledged LLC Interests or Pledged Trust Interests.
“ Pledged Debt Securities ” shall mean all debt securities now owned or hereafter acquired by any Grantor, including the debt securities listed on
Schedule 4.08(b) (as such schedule may be amended or supplemented from time to time), together with any other certificates, options, rights or security entitlements
of any nature whatsoever in respect of the debt securities of any Person that may be issued or granted to, or held by, any Grantor while this Agreement is in effect.
“ Pledged Equity Interests ” shall mean all Pledged Stock, Pledged LLC Interests, Pledged Partnership Interests, Pledged Trust Interests and
Pledged Alternative Equity Interests.
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“ Pledged LLC Interests ” shall mean all interests of any Grantor now owned or hereafter acquired in any limited liability company (other than
Excluded Equity Interests), including all limited liability company interests listed on Schedule 4.08(a) hereto under the heading “Pledged LLC Interests” (as such
schedule may be amended or supplemented from time to time) and the certificates, if any, representing such limited liability company interests and any interest of
such Grantor on the books and records of such limited liability company and all dividends, distributions, cash, warrants, rights, options, instruments, securities and
other property or proceeds from time to time received, receivable or otherwise distributed in respect of or in exchange for any or all of such limited liability company
interests and any other warrant, right or option to acquire any of the foregoing.
“ Pledged Notes ” shall mean all promissory notes now owned or hereafter acquired by any Grantor, including those listed on Schedule 4.08(b) (as
such schedule may be amended or supplemented from time to time).
“ Pledged Partnership Interests ” shall mean all interests of any Grantor now owned or hereafter acquired in any general partnership, limited
partnership, limited liability partnership or other partnership (other than Excluded Equity Interests), including all partnership interests listed on Schedule 4.08(a)
hereto under the heading “Pledged Partnership Interests” (as such schedule may be amended or supplemented from time to time) and the certificates, if any,
representing such partnership interests and any interest of such Grantor on the books and records of such partnership and all dividends, distributions, cash, warrants,
rights, options, instruments, securities and other property or proceeds from time to time received, receivable or otherwise distributed in respect of or in exchange for
any or all of such partnership interests and any other warrant, right or option to acquire any of the foregoing.
“ Pledged Securities ” shall mean the collective reference to the Pledged Debt Securities, the Pledged Notes and the Pledged Equity Interests.
“ Pledged Security Entitlements ” shall mean all Security Entitlements with respect to the Financial Assets listed on Schedule 4.08(c) (as such
schedule may be amended from time to time) and all other Security Entitlements of any Grantor.
“ Pledged Stock ” shall mean all shares of capital stock now owned or hereafter acquired by any Grantor (other than Excluded Equity Interests),
including all shares of capital stock listed on Schedule 4.08(a) hereto under the heading “Pledged Stock” (as such schedule may be amended or supplemented from
time to time), and the certificates, if any, representing such shares and any interest of such Grantor in the entries on the books of the issuer of such shares and all
dividends, distributions, cash, warrants, rights, options, instruments, securities and other property or proceeds from time to time received, receivable or otherwise
distributed in respect of or in exchange for any or all of such shares and any other warrant, right or option to acquire any of the foregoing.
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“ Pledged Trust Interests ” shall mean all interests of any Grantor now owned or hereafter acquired in a Delaware business trust or other trust
(other than Excluded Equity Interests), including all trust interests listed on Schedule 4.08(a) hereto under the heading “Pledged Trust Interests” (as such schedule
may be amended or supplemented from time to time) and the certificates, if any, representing such trust interests and any interest of such Grantor on the books and
records of such trust or on the books and records of any securities intermediary pertaining to such interest and all dividends, distributions, cash, warrants, rights,
options, instruments, securities and other property or proceeds from time to time received, receivable or otherwise distributed in respect of or in exchange for any or
all of such trust interests and any other warrant, right or option to acquire any of the foregoing.
“ Proceeds ” shall mean all “proceeds” as such term is defined in Section 9-102(a)(64) of the New York UCC and, in any event, shall include all
dividends or other income from the Investment Property, collections thereon or distributions or payments with respect thereto.
“ Qualified ECP Guarantor ” shall mean, in respect of any Swap Obligation, each Loan Party that has total assets exceeding $10,000,000 at the
time the relevant guarantee or grant of the relevant security interest becomes effective with respect to such Swap Obligation or such other person as constitutes an
“eligible contract participant” under the Commodity Exchange Act or any regulations promulgated thereunder and can cause another person to qualify as an “eligible
contract participant” at such time by entering into a keepwell under Section 1a(18)(A)(v)(II) of the Commodity Exchange Act.
“ Receivable ” shall mean all Accounts and any other right to payment for goods or other property sold, leased, licensed or otherwise disposed of or
for services rendered, whether or not such right is evidenced by an Instrument or Chattel Paper or classified as a Payment Intangible and whether or not it has been
earned by performance. References herein to Receivables shall include any Supporting Obligation or collateral securing such Receivable.
“ Secured Parties ” shall mean, collectively, the Administrative Agent, the Collateral Agent and the Lenders.
“ Securities Act ” shall mean the Securities Act of 1933, as amended.
“ Swap Obligation ” shall mean, with respect to any Guarantor, any obligation to pay or perform under any agreement, contract or transaction that
constitutes a “swap” within the meaning of section 1a(47) of the Commodity Exchange Act.
“ Trade Secret License ” shall mean all agreements, licenses and covenants providing for the granting of any right in or to any Trade Secret, or
otherwise providing for a covenant not to sue for misappropriation or other violation of any Trade Secret, including those in which a Grantor is a licensor or licensee
thereunder.
“ Trade Secrets ” shall mean all trade secrets and all other confidential or proprietary information and know-how as defined under the Uniform
Trade Secret Act, and with respect to any and all of the foregoing: (i) the right to sue or otherwise recover for any past, present and future misappropriation or other
violation thereof, (ii) all Proceeds of the foregoing, including license fees, royalties, income, payments, claims, damages and proceeds of suit now or hereafter due
and/or payable with respect thereto, and (iii) all other rights accruing thereunder or pertaining thereto throughout the world.
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“ Trademark License ” shall all agreements, licenses and covenants providing for the granting of any right in or to any Trademark, or otherwise
providing for a covenant not to sue for infringement, dilution or other violation of any Trademark.
“ Trademarks ” shall mean (i) all trademarks, trade names, corporate names, company names, business names, fictitious business names, trade
dress, service marks, certification marks, collective marks, logos, designs

and other source or business identifiers, all registrations and recordings thereof, and all applications in connection therewith (except for any application that is
pending and filed on an intent-to-use basis), whether in the United States Patent and Trademark Office or in any similar office or agency of the United States, any
State thereof or any other country, union of countries, or any political subdivision of any of the foregoing, or otherwise, and all common-law rights related thereto,
including any of the foregoing listed in Schedule 3.27(a) to the Credit Agreement (as such schedule may be amended or supplemented from time to time), (ii) the
right to, and to obtain, all renewals thereof, (iii) the goodwill of the business connected with the use of and symbolized by the foregoing, (iv) general intangibles of a
like nature, (v) the right to sue or otherwise recover for any past, present and future infringement, or dilution or other violation of any of the foregoing or for any
injury to goodwill, and all Proceeds of the foregoing, including license fees, royalties, income, payments, claims, damages and proceeds of suit now or hereafter due
and/or payable with respect thereto, and (vi) all other rights accruing thereunder or pertaining thereto throughout the world.
1.02 Other Definitional Provisions . (a) The words “hereof,” “herein,” “hereto” and “hereunder” and words of similar import when used in this
Agreement shall refer to this Agreement as a whole and not to any particular provision of this Agreement, and Section and Schedule references are to the specific
provisions of this Agreement unless otherwise specified.
(b) The meanings given to terms defined herein shall be equally applicable to both the singular and plural forms of such terms.
(c) Where the context requires, terms relating to the Collateral or any part thereof, when used in relation to a Grantor, shall refer to the property or
assets such Grantor has granted as Collateral or the relevant part thereof.
(d) The words “include,” “includes” and “including,” and words of similar import, shall not be limiting and shall be deemed to be followed by the
phrase “without limitation.”
(e) All references to the Lenders herein shall, where appropriate, include any Lender, the Administrative Agent, the Collateral Agent, any Arranger
or any Qualified Counterparty.
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SECTION 2. GUARANTEE
2.01 Guarantee .
(a) Each of the Guarantors hereby, jointly and severally, unconditionally and irrevocably, guarantees, as primary obligor and not merely as surety,
to the Collateral Agent, for the ratable benefit of the Secured Parties and their respective successors, indorsees, transferees and assigns, the prompt and complete
payment and performance by the Borrower when due (whether at the stated maturity, by acceleration or otherwise, including amounts that would become due but for
the operation of the automatic stay under Section 362(a) of the Bankruptcy Code, 11 U.S.C. § 362(a)) of the Borrower Obligations.
(b) If and to the extent required in order for the Obligations of any Guarantor to be enforceable under applicable federal, state and other laws
relating to the insolvency of debtors, the maximum liability of such Guarantor hereunder shall be limited to the greatest amount which can lawfully be guaranteed by
such Guarantor under such laws, after giving effect to any rights of contribution, reimbursement and subrogation arising under Section 2.02. Each Guarantor
acknowledges and agrees that, to the extent not prohibited by applicable law, (i) such Guarantor (as opposed to its creditors, representatives of creditors or
bankruptcy trustee, including such Guarantor in its capacity as debtor in possession exercising any powers of a bankruptcy trustee) has no personal right under such
laws to reduce, or request any judicial relief that has the effect of reducing, the amount of its liability under this Agreement, (ii) such Guarantor (as opposed to its
creditors, representatives of creditors or bankruptcy trustee, including such Guarantor in its capacity as debtor in possession exercising any powers of a bankruptcy
trustee) has no personal right to enforce the limitation set forth in this Section 2.01(b) or to reduce, or request judicial relief reducing, the amount of its liability under
this Agreement, and (iii) the limitation set forth in this Section 2.01(b) may be enforced only to the extent required under such laws in order for the obligations of
such Guarantor under this Agreement to be enforceable under such laws and only by or for the benefit of a creditor, representative of

creditors or bankruptcy trustee of such Guarantor or other Person entitled, under such laws, to enforce the provisions thereof.
(c) Each Guarantor agrees that the Borrower Obligations may at any time and from time to time be incurred or permitted in an amount exceeding
the maximum liability of such Guarantor under Section 2.01(b) without impairing the guarantee contained in this Section 2 or affecting the rights and remedies of
any Secured Party hereunder.
(d) The guarantee contained in this Section 2 shall remain in full force and effect until Payment in Full of the Obligations, notwithstanding that
from time to time during the term of the Credit Agreement the Borrower may be free from any Borrower Obligations.
(e) No payment made by the Borrower, any of the Guarantors, any other guarantor or any other Person or received or collected by any Secured
Party from the Borrower, any of the Guarantors, any other guarantor or any other Person by virtue of any action or proceeding or any set-off or appropriation or
application at any time or from time to time in reduction of or in payment of the Borrower Obligations shall be deemed to modify, reduce, release or otherwise affect
the liability of any Guarantor hereunder which shall, notwithstanding any such payment (other than any payment made by such Guarantor in respect of the Borrower
Obligations or any payment received or collected from such Guarantor in respect of the Borrower Obligations), remain liable for the Borrower Obligations up to the
maximum liability of such Guarantor hereunder until the Payment in Full of the Obligations.
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2.02 Rights of Reimbursement, Contribution and Subrogation . In case any payment is made on account of the Obligations by any Grantor or is
received or collected on account of the Obligations from any Grantor or its property:
(a) If such payment is made by the Borrower or from its property, then, if and to the extent such payment is made on account of Obligations arising
from or relating to a Loan or other extension of credit made to the Borrower, the Borrower shall not be entitled (i) to demand or enforce reimbursement or
contribution in respect of such payment from any other Grantor or (ii) to be subrogated to any claim, interest, right or remedy of any Secured Party against any other
Person, including any other Grantor or its property.
(b) If such payment is made by a Guarantor or from its property, such Guarantor shall be entitled, subject to and upon the Payment in Full of the
Obligations, (i) to demand and enforce reimbursement for the full amount of such payment from the Borrower and (ii) to demand and enforce contribution in respect
of such payment from each other Guarantor that has not paid its proportionate share of such payment, as necessary to ensure that (after giving effect to any
enforcement of reimbursement rights provided hereby) each Guarantor pays its proportionate share of the unreimbursed portion of such payment. For this purpose,
the proportionate share of each Guarantor as to any unreimbursed payment shall be determined based on an equitable apportionment of such unreimbursed payment
among all Guarantors based on the relative value of their assets and any other equitable considerations deemed appropriate by a court of competent jurisdiction.
(c) If and whenever (after the Payment in Full of the Obligations) any right of reimbursement or contribution becomes enforceable by any Grantor
against any other Grantor under Sections 2.02(a) and 2.02(b), such Grantor shall be entitled, subject to and upon the Payment in Full of the Obligations, to be
subrogated (equally and ratably with all other Grantors entitled to reimbursement or contribution from any other Grantor as set forth in this Section 2.02) to any
security interest that may then be held by the Collateral Agent upon any Collateral granted to it in this Agreement. Such right of subrogation shall be enforceable
solely against the Grantors, and not against the Secured Parties, and neither the Collateral Agent nor any other Secured Party shall have any duty whatsoever to
warrant, ensure or protect any such right of subrogation or to obtain, perfect, maintain, hold, enforce or retain any Collateral for any purpose related to any such right
of subrogation. If subrogation is demanded by any Grantor, then (after the Payment in Full of the Obligations) the Collateral Agent shall deliver to the Grantors
making such demand, or to a representative of such Grantors or of the Grantors generally, an instrument reasonably satisfactory to the Collateral Agent transferring,
on a quitclaim basis without any recourse, representation, warranty or obligation

whatsoever, whatever security interest the Collateral Agent then may hold in whatever Collateral may then exist that was not previously released or disposed of by
the Collateral Agent.
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(d) All rights and claims arising under this Section 2.02 or based upon or relating to any other right of reimbursement, indemnification, contribution
or subrogation that may at any time arise or exist in favor of any Grantor as to any payment on account of the Obligations made by it or received or collected from its
property shall be fully subordinated in all respects to the prior Payment in Full of the Obligations. Until the Payment in Full of the Obligations, no Grantor shall
demand or receive any collateral security, payment or distribution whatsoever (whether in cash, property or securities or otherwise) on account of any such right or
claim. If any such payment or distribution is made or becomes available to any Grantor in any bankruptcy case or receivership, insolvency or liquidation proceeding,
such payment or distribution shall be delivered by the Person making such payment or distribution directly to the Collateral Agent, for application to the payment of
the Obligations. If any such payment or distribution is received by any Grantor, it shall be held by such Grantor in trust, as trustee of an express trust for the benefit
of the Secured Parties, and shall forthwith be transferred and delivered by such Grantor to the Collateral Agent, in the exact form received and, if necessary, duly
endorsed.
(e) The obligations of the Grantors under the Loan Documents, including their liability for the Obligations and the enforceability of the security
interests granted thereby, are not contingent upon the validity, legality, enforceability, collectibility or sufficiency of any right of reimbursement, contribution or
subrogation arising under this Section 2.02. The invalidity, insufficiency, unenforceability or uncollectibility of any such right shall not in any respect diminish,
affect or impair any such obligation or any other claim, interest, right or remedy at any time held by any Secured Party against any Guarantor or its property. The
Secured Parties make no representations or warranties in respect of any such right and shall have no duty to assure, protect, enforce or ensure any such right or
otherwise relating to any such right.
(f) Each Grantor reserves any and all other rights of reimbursement, contribution or subrogation at any time available to it as against any other
Grantor, but (i) the exercise and enforcement of such rights shall be subject to Section 2.02(d) and (ii) neither the Collateral Agent nor any other Secured Party shall
ever have any duty or liability whatsoever in respect of any such right, except as provided in Section 2.02(c).
2.03 Amendments, etc. with Respect to the Borrower Obligations . Each Guarantor shall remain obligated hereunder notwithstanding that, without
any reservation of rights against any Guarantor and without notice to or further assent by any Guarantor, any demand for payment of any of the Borrower
Obligations made by any Secured Party may be rescinded by such Secured Party and any of the Borrower Obligations continued, and the Borrower Obligations, or
the liability of any other Person upon or for any part thereof, or any collateral security or guarantee therefor or right of offset with respect thereto, may, from time to
time, in whole or in part, be renewed, increased, extended, amended, modified, accelerated, compromised, waived, surrendered or released by any Secured Party, in
each case, subject to the applicable requirements of the Credit Agreement and the other Loan Documents and the Credit Agreement and the other Loan Documents
and any other documents executed and delivered in connection therewith may be amended, modified, supplemented or terminated, in whole or in part, as the parties
thereto may deem reasonably necessary from time to time, and any collateral security, guarantee or right of offset at any time held by any Secured Party for the
payment of the Borrower Obligations may be sold, exchanged, waived, surrendered or released. No Secured Party shall have any obligation to protect, secure,
perfect or insure any Lien at any time held by it as security for the Borrower Obligations or for the guarantee contained in this Section 2 or any property subject
thereto.
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2.04 Guarantee Absolute and Unconditional . Each Guarantor waives any and all notice of the creation, renewal, extension or accrual of any of the
Borrower Obligations and notice of or proof of reliance by any Secured Party upon the guarantee contained in this Section 2 or acceptance of the guarantee
contained in this Section 2; the Borrower Obligations, and any of them, shall conclusively be deemed to have been created, contracted or incurred, or renewed,
extended, amended or waived, in reliance upon the guarantee contained in this Section 2; and all dealings between the Borrower and any of the Guarantors, on the
one hand, and the Secured Parties, on the other

hand, likewise shall be conclusively presumed to have been had or consummated in reliance upon the guarantee contained in this Section 2. To the extent permitted
by applicable law, each Guarantor waives diligence, presentment, protest, demand for payment and notice of default or nonpayment to or upon the Borrower or any
of the Guarantors with respect to the Borrower Obligations. Each Guarantor understands and agrees that the guarantee contained in this Section 2 may be construed
as a continuing, absolute and unconditional guarantee of payment (not merely of collection) and performance without regard to (a) the validity or enforceability of
the Credit Agreement or any other Loan Document, any of the Borrower Obligations or any other collateral security therefor or guarantee or right of offset with
respect thereto at any time or from time to time held by any Secured Party, (b) any defense, set-off or counterclaim (other than a defense of payment or performance
hereunder) which may at any time be available to or be asserted by the Borrower or any other Person against any Secured Party, or (c) to the extent permitted by
applicable law, any other circumstance whatsoever (with or without notice to or knowledge of the Borrower or such Guarantor) which constitutes, or might be
construed to constitute, an equitable or legal discharge of the Borrower for the Borrower Obligations, of such Guarantor under the guarantee contained in this
Section 2 or of the obligations of any other guarantor or surety, in each case in bankruptcy or in any other instance. When making any demand hereunder or
otherwise pursuing its rights and remedies hereunder against any Guarantor, any Secured Party may, but shall be under no obligation to, make a similar demand on
or otherwise pursue such rights and remedies as it may have against the Borrower, any other Guarantor or any other Person or against any collateral security or
guarantee for the Borrower Obligations or any right of offset with respect thereto, and any failure by any Secured Party to make any such demand, to pursue such
other rights or remedies or to collect any payments from the Borrower, any other Guarantor or any other Person or to realize upon any such collateral security or
guarantee or to exercise any such right of offset, or any release of the Borrower, any other Guarantor or any other Person or any such collateral security, guarantee or
right of offset, shall not relieve any Guarantor of any obligation or liability hereunder, and shall not impair or affect the rights and remedies, whether express,
implied or available as a matter of law, of any Secured Party against any Guarantor. For the purposes hereof “demand” shall include the commencement and
continuance of any legal proceedings.
2.05 Reinstatement . The guarantee contained in this Section 2 shall continue to be effective, or be reinstated, as the case may be, if at any time
payment, or any part thereof, of any of the Borrower Obligations is rescinded or must otherwise be restored or returned by any Secured Party upon the insolvency,
bankruptcy, dissolution, liquidation or reorganization of the Borrower or any Guarantor, or upon or as a result of the appointment of a receiver, intervenor or
conservator of, or trustee or similar officer for, the Borrower or any Guarantor or any substantial part of its property, or otherwise, all as though such payments had
not been made.
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2.06 Payments . Guarantors hereby jointly and severally agree that upon failure of the Borrower to pay any of the Borrower Obligations when and
as the same shall become due, whether at stated maturity, by required prepayment, declaration, acceleration, demand or otherwise (in each case, subject to the
applicable grace periods set forth in the Credit Agreement and the other Loan Documents) (including amounts that would become due but for the operation of the
automatic stay under Section 362(a) of the Bankruptcy Code, 11 U.S.C. § 362(a)), payments hereunder will be paid to the Collateral Agent promptly upon demand
by the Administrative Agent without set-off or counterclaim in Dollars in immediately available funds at the office of the Collateral Agent as specified in the Credit
Agreement.
2.07 Keepwell . Each Qualified ECP Guarantor hereby jointly and severally absolutely, unconditionally and irrevocably undertakes to provide such
funds or other support as may be needed from time to time by each other Loan Party to honor all of its obligations under the guarantee contained in this Section 2 in
respect of Swap Obligations; provided , however , that each Qualified ECP Guarantor shall only be liable under this Section 2.07 for the maximum amount of such
liability that can be hereby incurred without rendering its obligations under this Section 2.07, or otherwise under the guarantee contained in this Section 2, as it
relates to such other Loan Party, voidable under applicable law relating to fraudulent conveyance or fraudulent transfer, and not for any greater amount. The
obligations of each Qualified ECP Guarantor under this Section 2.07 shall remain in full force and effect until the Payment in Full of the Obligations. Each Qualified
ECP Guarantor intends that this Section 2.07 constitute, and this Section 2.07 shall be deemed to constitute, a “keepwell, support, or other agreement” for the benefit
of each other Loan Party for all purposes of Section 1a(18)(A)(v)(II) of the Commodity Exchange Act.

SECTION 3. GRANT OF SECURITY INTEREST; CONTINUING LIABILITY UNDER COLLATERAL
3.01 Grant of Security Interest . Each Grantor hereby pledges, assigns, transfers and grants to the Collateral Agent, for the ratable benefit of the
Secured Parties, a security interest in all of the personal property of such Grantor, including the following property, in each case, wherever located and now owned
or at any time hereafter acquired by such Grantor or in which such Grantor now has or at any time in the future may acquire any right, title or interest (collectively,
the “ Collateral ”), as collateral security for the prompt and complete payment and performance when due (whether at the stated maturity, by acceleration or
otherwise) of such Grantor’s Obligations:
(a) all Accounts;
(b) all Chattel Paper;
(c) all Collateral Accounts and all Collateral Account Funds;
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(d) all Commercial Tort Claims from time to time specifically described on Schedule 4.11;
(e) all Contracts;
(f) all Deposit Accounts;
(g) all Documents;
(h) all Equipment;
(i) all Fixtures;
(j) all General Intangibles;
(k) all Goods;
(l) all Instruments;
(m) all Insurance;
(n) all Intellectual Property;
(o) all Inventory;
(p) all Investment Property;
(q) all Letters of Credit and Letter of Credit Rights;
(r) all Money;
(s) all Receivables and Receivables Records;
(t) all Securities Accounts;
(u) all books, records, ledger cards, files, correspondence, customer lists, supplier lists, blueprints, technical specifications, manuals, computer
software and related documentation, computer printouts, tapes, disks and other electronic storage media and related data processing software and similar items that at
any time pertain to

or evidence or contain information relating to any of the Collateral or are otherwise reasonably necessary in the collection thereof or realization thereupon; and
(v) to the extent not otherwise included, all other property, whether tangible or intangible, of the Grantor and all Proceeds, products, accessions,
rents and profits of any and all of the foregoing and all Collateral Support, Supporting Obligations and guarantees given by any Person with respect to any of the
foregoing;
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provided that, notwithstanding any other provision set forth in this Section 3.01, this Agreement shall not, at any time, constitute a grant of a
security interest in any property that is, at such time, (i) an Excluded Asset or (ii) an “intent-to-use” application to register a Trademark in the U.S. Patent and
Trademark Office pursuant to Section 1(b) of the Lanham Act, 15 U.S.C. § 1051, solely to the extent, if any, that, and solely during the period, if any, in which the
grant of a security interest therein would impair the validity or enforceability of any registration that issues from such “intent-to-use” application under federal law;
provided that at such a time a Statement of Use or Amendment to Allege Use is filed therein such Trademark application shall be considered automatically included
in the Collateral.
3.02 Transfer of Pledged Securities . All certificates and instruments representing or evidencing the Pledged Equity Interests shall be delivered to
and held pursuant hereto by the Collateral Agent or a Person designated by the Collateral Agent and, in the case of an instrument or certificate in registered form,
shall be duly indorsed to the Collateral Agent or in blank by an effective indorsement (whether on the certificate or instrument or on a separate writing), and
accompanied by any required transfer tax stamps to effect the pledge of the Pledged Equity Interests to the Collateral Agent. Notwithstanding the preceding
sentence, all Pledged Equity Interests must be delivered or transferred in such manner, and each Grantor shall take all such further action as may be reasonably
requested by the Collateral Agent, as to permit the Collateral Agent to be a “protected purchaser” to the extent of its security interest as provided in Section 8-303 of
the New York UCC (if the Collateral Agent otherwise qualifies as a protected purchaser).
3.03 Control Requirements .
(a) With respect to any Deposit Accounts, Securities Accounts and Security Entitlements included in the Collateral, each Grantor shall take all steps
required or reasonably necessary to ensure that the Collateral Agent has Control thereof; provided , however , that such Control requirement shall not apply to any
(i) Deposit Accounts (x) with a value of less than $500,000 individually or $1,000,000 in the aggregate or (y) used solely as a tax or payroll account, escrow account,
trust account, flexible spending benefit account, and other similar accounts maintained for employee or employer liabilities in favor of an employee (including,
without limitation, 401k contributions, employee stock purchase plan deductions and employee benefits), in each case maintained in the ordinary course of business
consistent with past practices and (ii) Securities Accounts or Security Entitlements with a value of less than, or having funds or other assets credited thereto with a
value of less than $500,000 individually or $1,000,000 in the aggregate. With respect to any Securities Accounts or Securities Entitlements, such Control shall be
accomplished by the applicable Grantor causing the Securities Intermediary maintaining such Securities Account or Security Entitlement to enter into an agreement
substantially in the form of Exhibit A (or such other agreement in form and substance reasonably satisfactory to the Collateral Agent) pursuant to which the
Securities Intermediary shall agree, upon the occurrence and during the continuance of an Event of Default, to comply with the Collateral Agent’s Entitlement
Orders without further consent by such Grantor. With respect to any Deposit Account, each Grantor shall cause the depositary institution maintaining such account
to enter into an agreement substantially in the form of Exhibit B (or such other agreement in form and substance reasonably satisfactory to the Collateral Agent),
pursuant to which the Bank shall agree, upon the occurrence and during the continuance of an Event of Default, to comply with the Collateral Agent’s instructions
with respect to disposition of funds in the Deposit Account without further consent by such Grantor.
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(b) With respect to any Uncertificated Security included in the Collateral (other than any Uncertificated Securities credited to a Securities Account),
each Grantor shall cause the Issuer of such Uncertificated Security to

either (i) register the Collateral Agent as the registered owner thereof on the books and records of the Issuer or (ii) execute an agreement substantially in the form of
Exhibit F (or such other agreement in form and substance reasonably satisfactory to the Collateral Agent), pursuant to which such Issuer agrees, upon the occurrence
and during the continuance of an Event of Default, to comply with the Collateral Agent’s instructions with respect to such Uncertificated Security without further
consent by such Grantor.
(c) With respect to any Letter of Credit Rights included in the Collateral (other than any Letter of Credit Rights constituting a Supporting
Obligation for a Receivable in which the Collateral Agent has a valid and perfected security interest), Grantor shall take all steps required or reasonably necessary to
ensure that Collateral Agent has Control thereof by obtaining the written consent of each issuer of each related letter of credit to the assignment of the proceeds of
such letter of credit to the Collateral Agent; provided , however , that such Control requirement shall not apply to any Letter of Credit Rights having a face amount of
less than $1,000,000 individually or $2,000,000 in the aggregate.
(d) With respect to any Electronic Chattel Paper or “transferable record” (as that term is defined in Section 201 of the Federal Electronic Signatures
in Global and National Commerce Act or in Section 16 of the Uniform Electronic Transactions Act as in effect in any relevant jurisdiction) included in the
Collateral, Grantor shall ensure that the Collateral Agent has Control thereof; provided , however , that such Control requirement shall not apply to any Electronic
Chattel Paper or transferable record having a face amount of less than $1,000,000 individually or $2,000,000 in the aggregate.
3.04 Intellectual Property Recording Requirements . In the case of any Collateral (whether now owned or hereafter acquired) consisting of issued
U.S. Patents and applications therefor, registered U.S. Trademarks and non-intent-to-use-based applications therefor and registered U.S. Copyrights and exclusive
Copyright Licenses in respect of registered U.S. Copyrights for which any Grantor is the licensee, in each case, other than Immaterial Intellectual Property, each
Grantor shall execute and deliver to the Collateral Agent an Intellectual Property Security Agreement substantially in the form of Exhibit C , Exhibit D or Exhibit E
(or a supplement thereto), as applicable, covering all such Patents, Trademarks, and Copyrights and Copyright Licenses in appropriate form for recordation with the
U.S. Patent and Trademark Office and the U.S. Copyright Office with respect to the security interest of the Collateral Agent.
3.05 Timing and Notice . With respect to any Collateral in existence on the Closing Date, each Grantor shall comply with the requirements of
Sections 3.02, 3.03 and 3.04 on the date hereof and, with respect to any Collateral hereafter owned or acquired, such Grantor shall (a), in the case of Sections 3.03
and 3.04 and while an Event of Default shall not have
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occurred and be continuing, comply with such requirements of Section 5.13 of the Credit Agreement and (b), in the case of Section 3.02, at all times and, in the case
of Sections 3.03 and 3.04, while an Event of Default shall have occurred and be continuing, comply with such requirements promptly upon such Grantor acquiring
rights therein. Each Grantor shall, within 30 days of receipt thereof, inform the Collateral Agent of its acquisition of any Collateral for which any action is required
by Section 3.02 or 3.03. Notwithstanding the foregoing, with respect to each of the Deposit Accounts set forth on Schedule 4.08(c) or any other Deposit Account
satisfying the requirements of Section 3.03(a), the applicable Grantor shall have ninety (90) days from the Closing Date or the date the applicable Grantor has
established or acquired such Deposit Account (as such period may be extended in the reasonable discretion of the Collateral Agent) to duly execute and deliver a
fully executed account control agreement (in form reasonably satisfactory to the Collateral Agent) with respect to each such Deposit Account.
SECTION 4. REPRESENTATIONS AND WARRANTIES
To induce the Administrative Agent, the Collateral Agent and the Lenders to enter into the Credit Agreement and to induce the Lenders to make
their respective extensions of credit to the Borrower thereunder, each Grantor hereby represents and warrants to the Secured Parties that:

4.01 Representations in Credit Agreement . In the case of each Guarantor, the representations and warranties set forth in Article III of the Credit
Agreement as they relate to such Guarantor or to the Loan Documents to which such Guarantor is a party, each of which is hereby incorporated herein by reference,
are true and correct in all material respects with the same effect as though made on and as of each such date, except to the extent such representations and warranties
expressly relate to an earlier date and except that such materiality qualifier shall not be applicable to any representation and warranty that is already qualified by
materiality, and the Secured Parties shall be entitled to rely on each of them as if they were fully set forth herein, provided that each reference in each such
representation and warranty to the Borrower’s knowledge shall, for the purposes of this Section 4.01, be deemed to be a reference to such Guarantor’s knowledge.
4.02 Benefit to Each Grantor . The Borrower is a member of an affiliated group of companies that includes each other Grantor, and the Borrower
and each other Grantor is engaged in related businesses. The guaranty and surety obligations of each Grantor pursuant to this Agreement reasonably may be expected
to benefit, directly or indirectly, it; and it has determined that this Agreement is necessary and convenient to the conduct, promotion and attainment of the business
of such Grantor and the Borrower.
4.03 Title; No Other Liens . Such Grantor owns each item of the Collateral purported to be owned by such Grantor free and clear of any and all
Liens or claims (other than minor defects in title that do not interfere with its ability to conduct its business as currently conducted or to utilize such items of the
Collateral for their intended purpose), including Liens arising as a result of such Grantor becoming bound (as a result of merger or otherwise) as grantor under a
security agreement entered into by another Person, except for, Permitted Liens. No financing statement or mortgage with respect to all or any part of the Collateral is
on file or of record in any public office in which financing statements or mortgages are filed, except such as have been filed in favor of the Collateral Agent, for the
ratable benefit of the Secured Parties, pursuant to this Agreement or as are expressly permitted by the Credit Agreement.
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4.04 Perfected First Priority Liens . The security interests granted pursuant to this Agreement (i) upon completion of the filings and other actions
specified on Schedule 4.04 (as such schedule may be amended or supplemented from time to time, including with respect to after-acquired property consistent with
Section 5.12 of the Credit Agreement) (all of which, in the case of all filings and other documents referred to on said Schedule, have been delivered to the Collateral
Agent in duly completed and duly executed form, as applicable, and may be filed by the Collateral Agent at any time on or after the date hereof) and payment of all
filing fees, will constitute valid fully perfected security interests in all of the Collateral in favor of the Collateral Agent, for the ratable benefit of the Secured Parties,
as collateral security for such Grantor’s Obligations, enforceable in accordance with the terms hereof, except for the taking of any actions required in connection
with after-acquired Intellectual Property and as may be required under the laws of any jurisdiction outside of the United States in order to perfect the Collateral
Agent’s Lien in the Collateral created under the laws of such jurisdiction and (ii) are prior to all other Liens on the Collateral except for, with respect to Collateral
other than any Pledged Equity Interests, other Permitted Liens.
4.05 Name; Jurisdiction of Organization, etc . Such Grantor’s exact legal name (as indicated on the public record of such Grantor’s jurisdiction of
formation or organization), jurisdiction of organization, organizational identification number, if any, and the location of such Grantor’s chief executive office or, if
different, its principal place of business are specified on Schedule 4.05 (as such schedule may be amended or supplemented from time to time). Each Grantor is
organized solely under the law of the jurisdiction so specified and has not filed any certificates of domestication, transfer or continuance in any other jurisdiction
except, in each case, pursuant to Section 5.05.
4.06 Inventory, Goods and Equipment . (a) On the date hereof, all Inventory, Goods and Equipment having a value in excess of $1,000,000
individually or $2,000,000 in the aggregate that are included in the Collateral are kept at the locations set forth on Schedule 4.06(a).
(b) Except as set forth on Schedule 4.06(b) hereto (as such schedule may be amended or supplemented from time to time), none of the Inventory,
Goods or Equipment that is included in the Collateral is in the possession of an issuer of a negotiable document (as defined in Section 7-104 of the New York UCC)
therefor or is otherwise in

the possession of any bailee or warehouseman other than Inventory, Goods or Equipment with a value of less than $1,000,000.
4.07 Special Collateral . None of the Collateral constitutes, or is the Proceeds of, (1) Farm Products, (2) As-Extracted Collateral, (3) Manufactured
Homes, (4) timber to be cut, or (5) aircraft, aircraft engines, satellites, ships or railroad rolling stock.
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4.08 Investment Property . (a) Schedule 4.08(a) hereto (as such schedule may be amended or supplemented from time to time) sets forth under the
headings “Pledged Stock,” “Pledged LLC Interests,” “Pledged Partnership Interests” and “Pledged Trust Interests,” respectively, all of the Pledged Stock, Pledged
LLC Interests, Pledged Partnership Interests and Pledged Trust Interests owned by any Grantor in its Subsidiaries and such Pledged Equity Interests constitute the
percentage of issued and outstanding shares of stock, percentage of membership interests, percentage of partnership interests or percentage of beneficial interest of
the respective issuers thereof indicated on such schedule. Schedule 4.08(b) (as such schedule may be amended or supplemented from time to time) sets forth under
the heading “Pledged Debt Securities” or “Pledged Notes” all of the Pledged Debt Securities in excess of $1,000,000 and Pledged Notes in excess of $1,000,000
owned by any Grantor and all of such Pledged Debt Securities and Pledged Notes have (or solely with respect to issuers that are not Grantors or Subsidiaries of such
Grantors, to such Grantor’s knowledge) been duly authorized, authenticated or issued, and delivered and is the legal, valid and binding obligation of the issuers
thereof enforceable in accordance with their terms, subject to applicable bankruptcy, insolvency, reorganization, moratorium or other laws affecting creditors’ rights
generally and subject to general principals of equity, regardless of whether considered in a proceeding in equity or at law, and is not in default and constitutes all of
the issued and outstanding intercompany indebtedness evidenced by an instrument or certificated security of the respective issuers thereof owing to such Grantor.
Schedule 4.08(c) hereto (as such schedule may be amended from time to time) sets forth under the headings “Securities Accounts” and “Deposit Accounts,”
respectively, all of the Securities Accounts with a balance in excess of $500,000 individually or $1,000,000 in the aggregate and Deposit Accounts with a balance in
excess of $500,000 individually or $1,000,000 in the aggregate in which each Grantor has an interest. Each Grantor is the sole entitlement holder or customer of each
such account, and no Grantor has consented to or is otherwise aware of any Person other than the Collateral Agent having Control over any such Securities Account
or Deposit Account or any Collateral held or deposited therein, in each case in which such Grantor has an interest.
(b) The shares of Pledged Equity Interests pledged by such Grantor hereunder constitute all of the issued and outstanding shares of all classes of
Equity Interests in each Issuer owned by such Grantor (other than Excluded Equity Interests).
(c) All the shares of the Pledged Equity Interests have been duly and validly issued and are fully paid and nonassessable (to the extent such
concepts are applicable to Grantors that are corporations).
(d) The terms of any uncertificated Pledged LLC Interests and Pledged Partnership Interests do not provide that they are securities governed by
Article 8 of the Uniform Commercial Code in effect from time to time in the “issuer’s jurisdiction” of each Issuer thereof (as such term is defined in the Uniform
Commercial Code in effect in such jurisdiction). There shall be no certificated Pledged LLC Interests or Pledged Partnership Interests which provide that they are
securities governed by Article 8 of the Uniform Commercial Code in effect from time to time in the “issuer’s jurisdiction” of each Issuer thereof, unless all
certificates relating thereto have been delivered to the Collateral Agent pursuant to the terms hereof.
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(e) Such Grantor is the record and beneficial owner of, and has good and defeasible title to, the Investment Property and Deposit Accounts pledged
by it hereunder, free of any and all Liens in favor of, or claims of, any other Person, except for, with respect to Investment Property and Deposit Accounts that are
not Pledged Equity Interests, Permitted Liens, and there are no outstanding warrants, options or other rights to purchase, or shareholder, voting trust or similar
agreements outstanding with respect to, or property that is convertible into, or that requires the issuance or sale of, any Pledged Equity Interests.

4.09 Receivables . Each Receivable in excess of $5,000 individually that is included in the Collateral (i) to such Grantor’s knowledge, is the legal,
valid and binding obligation of the Account Debtor in respect thereof, representing an unsatisfied obligation of such Account Debtor, (ii) to such Grantor’s
knowledge, is enforceable in accordance with its terms, subject to the applicable bankruptcy, insolvency, reorganization, moratorium or other laws affecting
creditors’ rights generally and subject to general principles of equity, regardless of whether considered in a proceeding in equity or at law, (iii) is not subject to any
setoffs, defenses, taxes, counterclaims (except for setoffs in accordance with the Credit Agreement, Permitted Liens and setoffs, defenses, taxes and counter-claim
arising in the ordinary course of business) and (iv) is and will be in compliance in all material respects with all applicable material laws and regulations.
4.10 Letters of Credit and Letter of Credit Rights . No Grantor is a beneficiary or assignee under any Letter of Credit other than the Letters of
Credit described on Schedule 4.10 (as such schedule may be amended or supplemented from time to time).
4.11 Commercial Tort Claims . No Grantor has any Commercial Tort Claims in excess of $1,000,000 individually or $2,000,000 in the aggregate,
except as specifically described on Schedule 4.11 (as such schedule may be amended or supplemented from time to time).
SECTION 5. COVENANTS
Each Grantor covenants and agrees with the Secured Parties that, from and after the date of this Agreement until the Payment in Full of the
Obligations:
5.01 Covenants in Credit Agreement . Each Grantor shall take, or shall refrain from taking, as the case may be, each action that is reasonably
necessary to be taken or not taken, as the case may be, so that no Default or Event of Default is caused by the failure to take such action or to refrain from taking
such action by such Grantor or any of its Subsidiaries.
5.02 Delivery and Control of Instruments and Negotiable Documents . (a) If any of the Collateral is or shall become evidenced or represented by
any Instrument, Certificated Security, Negotiable Document or Tangible Chattel Paper, in each case, with a value in excess of $1,000,000 individually account, or
$2,000,000 in the aggregate, then such Instrument (other than checks or other Negotiated Documents received in the ordinary course of business), Certificated
Security, Negotiable Documents or Tangible Chattel Paper shall be promptly (but in no event later than 5 Business Days following receipt as may be extended by the
Collateral
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Agent in its reasonable discretion) delivered to the Collateral Agent, duly endorsed in a manner reasonably satisfactory to the Collateral Agent, to be held as
Collateral pursuant to this Agreement, and all of such property owned by any Grantor as of the Closing Date shall be delivered on the Closing Date. Any Collateral
consisting of an Instrument, Certificated Security, Negotiable Document or Tangible Chattel Paper not otherwise required to be delivered to the Collateral Agent in
accordance with this Section 5.02(a) shall be delivered to the Collateral Agent, at the request of the Collateral Agent, upon the occurrence and during the
continuance of an Event of Default.
(b) If any of the Collateral is or shall become evidenced or represented by any Pledged Note with a value in excess of $1,000,000, then such
Pledged Note shall be promptly (but in no event later than 5 Business Days following receipt as may be extended by the Collateral Agent in its reasonable discretion)
delivered to the Collateral Agent, duly endorsed in a manner reasonably satisfactory to the Collateral Agent, to be held as Collateral pursuant to this Agreement, and
all of such property owned by any Grantor as of the Closing Date shall be delivered on the Closing Date. Any Collateral consisting of Pledged Notes not otherwise
required to be delivered to the Collateral Agent in accordance with this Section 5.02(b) shall be delivered to the Collateral Agent, at the request of the Collateral
Agent, upon the occurrence and during the continuance of an Event of Default.
5.03 Maintenance of Insurance .

(a) Such Grantor will comply with the covenants relating to insurance set forth in Section 5.02 of the Credit Agreement.
(b) Upon the reasonable written request of the Collateral Agent, the Borrower shall deliver to the Secured Parties a report of a reputable insurance
broker with respect to such insurance and such supplemental reports with respect thereto as the Collateral Agent may from time to time reasonably request; provided
that, prior to the occurrence of an Event of Default (and after any such Event of Default has been waived or cured), the Collateral Agent shall only be entitled to
request one such report per fiscal year.
5.04 Maintenance of Perfected Security Interest; Further Documentation .
(a) Such Grantor shall maintain each of the security interests created by this Agreement as a perfected security interest having at least the priority
described in Section 4.04 and shall take all steps required or reasonably necessary to defend such security interest against the claims and demands of all Persons
whomsoever, subject to the provisions of Section 8.14.
(b) Such Grantor shall furnish to the Secured Parties from time to time statements and schedules further identifying and describing the Collateral
and such other reports in connection with the assets and property of such Grantor as the Collateral Agent may reasonably request in writing, all in reasonable detail.
In addition, at any time and from time to time at the request of the Collateral Agent upon the occurrence and during the continuance of an Event of Default, such
Grantor shall furnish to the Collateral Agent such amendments and supplements to the Schedules hereto as are necessary to accurately reflect at such time the
information required thereby.
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(c) At any time and from time to time, upon the written request of the Collateral Agent, and at the sole expense of such Grantor, such Grantor shall
promptly and duly authorize, execute and deliver, and have recorded, such further instruments and documents and take such further actions as the Collateral Agent
may reasonably request for the purpose of obtaining or preserving the full benefits of this Agreement and of the rights and powers herein granted, including (i) the
filing of any financing or continuation statements under the Uniform Commercial Code (or other similar laws) in effect in any jurisdiction with respect to the
security interests created hereby, (ii) in the case of Intellectual Property, taking any acts as reasonably necessary to ensure recordation of appropriate evidence of the
liens and security interest granted hereunder in any Intellectual Property with any Intellectual Property registry in which such Intellectual Property is registered or
issued or in which an application for registration or issuance is pending, including the United States Patent and Trademark Office, the United States Copyright
Office, the various Secretaries of State, and the foreign counterparts of any of the foregoing, and (iii) in the case of Investment Property, Securities Accounts,
Deposit Accounts and any other relevant Collateral, taking any actions necessary to enable the Collateral Agent to obtain Control with respect thereto, including
without limitation, executing and delivering and causing the relevant depositary bank or securities intermediary to execute and deliver a Control Agreement in the
form attached hereto as Exhibit B or such other form reasonably acceptable to the Collateral Agent.
5.05 Changes in Locations, Name, Jurisdiction of Incorporation, etc . Except upon 30 days’ written notice after such change (or such longer date as
the Collateral Agent may agree in its reasonable discretion), in each case, to the Collateral Agent and delivery to the Collateral Agent of duly authorized additional
financing statements and, where required, executed copies of all other documents reasonably requested by the Collateral Agent to maintain the validity, perfection
and priority of the security interests provided for herein, such Grantor shall not change:
(a) its legal name or jurisdiction of organization from that referred to in Section 4.06;
(b) its identity (including federal taxpayer identification number) or corporate structure;
(c) the location of its chief executive office or, if different, its principal place of business, or any office in which it maintains material books or
records relating to the Collateral;

(d) the identity of any warehouseman, common carrier, other third-party transporter, bailee or any agent or processor in possession or control of any
Collateral in excess of $1,000,000 individually or $2,000,000 in the aggregate; or
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(e) the location of any tangible Collateral in excess of $1,000,000 individually or $2,000,000 in the aggregate to a location not previously identified
to the Collateral Agent as a location where the Grantor maintains its assets constituting Collateral.
5.06 Notices . Such Grantor shall advise the Collateral Agent promptly, in reasonable detail, of any Lien (other than any Permitted Lien) on any of
the Collateral (other than any Pledged Equity Interests) and any Lien on any Pledged Equity Interests that would materially and adversely affect the ability of the
Collateral Agent to exercise any of its remedies hereunder.
5.07 Investment Property .
(a) If such Grantor shall become entitled to receive or shall receive any stock or other ownership certificate (including any certificate representing a
stock dividend or a distribution in connection with any reclassification, increase or reduction of capital or any certificate issued in connection with any
reorganization), option or rights in respect of the Equity Interests in any Issuer, whether in addition to, in substitution of, as a conversion of, or in exchange for, any
shares of or other ownership interests in the Pledged Securities, or otherwise in respect thereof, such Grantor shall accept the same as the agent of the Secured
Parties, hold the same in trust for the Secured Parties and deliver the same promptly (but in no event later than 5 Business Days following receipt as may be extended
by the Collateral Agent in its reasonable discretion) to the Collateral Agent in the exact form received, duly endorsed by such Grantor to the Collateral Agent, if
required, together with an undated stock power or similar instrument of transfer covering such certificate duly executed in blank by such Grantor to be held by the
Collateral Agent, subject to the terms hereof and of the Credit Agreement, as additional Collateral for the Obligations, except to the extent that any of the foregoing
actions could result in any Excluded Equity Interests being pledged hereunder. Upon the occurrence and during the continuance of an Event of Default, any sums
paid upon or in respect of the Pledged Securities upon the liquidation or dissolution of any Issuer shall be paid over to the Collateral Agent to be held by it hereunder
as additional Collateral for the Obligations, and in case any distribution of capital shall be made on or in respect of the Pledged Securities or any property shall be
distributed upon or with respect to the Pledged Securities pursuant to the recapitalization or reclassification of the capital of any Issuer or pursuant to the
reorganization thereof, the property so distributed shall, unless otherwise subject to a perfected security interest in favor of the Collateral Agent, be delivered to the
Collateral Agent to be held by it hereunder as additional Collateral for the Obligations. Upon the occurrence and during the continuance of an Event of Default, if
any sums of money or property so paid or distributed in respect of the Pledged Securities shall be received by such Grantor, such Grantor shall until such money or
property is paid or delivered to the Collateral Agent, hold such money or property in trust for the Secured Parties, segregated from other funds of such Grantor, as
Collateral for the Obligations.
(b) Without the prior written consent of the Collateral Agent, such Grantor shall not (i) vote to enable, or take any other action to permit, any Issuer
to issue any stock, partnership interests, limited liability company interests or other equity securities of any nature or to issue any other securities convertible into or
granting the right to purchase or exchange for any stock, partnership interests, limited liability company interests or other equity securities of
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any nature of any Issuer (except, in each case, pursuant to a transaction not prohibited by the Credit Agreement), (ii) sell, assign, transfer, exchange, or otherwise
dispose of, or grant any option with respect to, any of the Investment Property or Proceeds thereof or any interest therein (except, in each case, pursuant to a
transaction not prohibited by the Credit Agreement), (iii) create, incur or permit to exist any Lien or option in favor of, or any claim of any Person with respect to,
any of the Investment Property or Proceeds thereof, or any interest therein, except for the security interests created by this Agreement or, with respect to Investment
Property or Proceeds other than Investment

Property constituting any Pledged Equity Interests, any Permitted Lien, (iv) enter into any agreement or undertaking restricting the right or ability of such Grantor or
the Collateral Agent to sell, assign or transfer any of the Investment Property or Proceeds thereof or any interest therein or (v) without the prior written consent of
the Collateral Agent (such consent not to be unreasonably withheld or delayed), cause or permit any Issuer of any Pledged Partnership Interests or Pledged LLC
Interests which are not securities (for purposes of the New York UCC) on the date hereof to elect or otherwise take any action to cause such Pledged Partnership
Interests or Pledged LLC Interests to be treated as securities for purposes of the New York UCC; provided , however , notwithstanding the foregoing, if any issuer of
any Pledged Partnership Interests or Pledged LLC Interests takes any such action in violation of the provisions in this clause (v), such Grantor shall promptly notify
the Collateral Agent in writing of any such election or action and, in such event, shall take all steps reasonably necessary to establish the Collateral Agent’s Control
thereof; provided , further , that once Control is so established with respect to this clause (v), any default of this Section 5.07(b)(v) shall be deemed automatically
cured as of such date.
(c) In the case of each Grantor which is an Issuer, such Issuer agrees that (i) it shall be bound by the terms of this Agreement relating to the Pledged
Securities issued by it and shall comply with such terms insofar as such terms are applicable to it, (ii) it shall notify the Collateral Agent promptly in writing of the
occurrence of any of the events described in Section 5.07(a) with respect to the Pledged Securities issued by it and (iii) the terms of Sections 6.03(c) and 6.07 shall
apply to it, mutatis mutandis , with respect to all actions that may be required of it pursuant to Section 6.03(c) or 6.07 with respect to the Pledged Securities issued by
it. In addition, each Grantor which is either an Issuer or an owner of any Pledged Security hereby consents to the grant by each other Grantor of the security interest
hereunder in favor of the Collateral Agent and to the transfer of any Pledged Security to the Collateral Agent or its nominee upon the occurrence and during the
continuance of an Event of Default and to the substitution of the Collateral Agent or its nominee as a partner, member or shareholder of the Issuer of the related
Pledged Security with all rights and powers related thereto.
5.08 Receivables . (a) Other than in the ordinary course of business consistent with its past practice and current policies or where such Grantor may
determine any of the following actions are commercially reasonable under the circumstances, such Grantor shall not (i) grant any extension of the time of payment of
any Receivable (including any Government Receivable), (ii) compromise or settle any Receivable for less than the total unpaid amount thereof (including any
Government Receivable), (iii) release, wholly or partially, any Person liable for the payment of any Receivable (including any Government Receivable), (iv) allow
any credit or discount whatsoever on any Receivable (including any Government Receivable) or (v) amend, supplement or modify any Receivable (including any
Government Receivable) in any manner that could materially adversely affect the value thereof.
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(b) Such Grantor shall deliver to the Collateral Agent a copy of each written demand, notice or document received by it that challenges the validity
or enforceability of more than 15% of the aggregate amount of the then outstanding Receivables that are included in the Collateral.
(c) Each Grantor shall perform and comply in all material respects with all of its obligations with respect to the Receivables.
5.09 Commercial Tort Claims . Such Grantor shall advise the Collateral Agent promptly after obtaining knowledge of the existence of any
Commercial Tort Claim held by such Grantor in excess of $1,000,000 individually, or $2,000,000 in the aggregate, and shall promptly execute a supplement to this
Agreement in form and substance reasonably satisfactory to the Collateral Agent to grant a security interest in such Commercial Tort Claim to the Collateral Agent
for the ratable benefit of the Secured Parties.
5.10 Maintenance of Records . Such Grantor shall keep and maintain, at its own cost and expense, reasonably satisfactory records of the Collateral
that are complete in all material respects, including, without limitation, a record of all material payments received and all credits granted with respect to the
Accounts. For the Collateral Agent’s and the other Secured Parties’ further security, the Collateral Agent, for the ratable benefit of the Secured Parties, shall have a
security interest in all of such Grantor’s books and records pertaining to the Collateral.

5.11 Maintenance of Equipment . Such Grantor shall maintain each item of Equipment in good operating condition, ordinary wear and tear and
immaterial impairments of value and damage by the elements excepted, and shall provide such maintenance, service and repairs necessary for such purpose;
provided that, for the avoidance of doubt, the policies of each Grantor in place on the Closing Date in respect of providing such service and repair shall be deemed
reasonably necessary for purposes of this Section 5.11.
5.12 Limitations on Dispositions of Collateral . Such Grantor shall not sell, transfer, lease or otherwise dispose of any Collateral, or attempt, offer
or contract to do so, except to the extent expressly permitted by and in accordance with the terms and conditions of the Credit Agreement.
SECTION 6. REMEDIAL PROVISIONS
6.01 Certain Matters Relating to Receivables . (a) If required by the Collateral Agent at any time upon the occurrence and during the continuance of
an Event of Default, any payments of Receivables, when collected by any Grantor, (i) shall be promptly (and, in any event, within five Business Days) deposited by
such Grantor in substantially the form received, duly endorsed by such Grantor to the Collateral Agent if required, in a collateral account maintained under the sole
dominion and control of the Collateral Agent, subject to withdrawal by the Collateral Agent for the account of the Secured Parties only as provided in Section 6.05,
and (ii) until so turned over, shall be held by such Grantor in trust for the Secured Parties, segregated from other funds of such Grantor. Each such deposit of
Proceeds of Receivables shall be accompanied by a report identifying in reasonable detail the nature and source of the payments included in the deposit.
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(b) Upon the occurrence and during the continuance of an Event of Default, at the Collateral Agent’s written request, each Grantor shall deliver to
the Collateral Agent all original and other documents evidencing, and relating to, the agreements and transactions which gave rise to the Receivables that are
included in the Collateral, including all original orders, invoices and shipping receipts.
6.02 Communications with Obligors; Grantors Remain Liable .
(a) The Collateral Agent in its own name or in the name of others may at any time upon the occurrence and during the continuance of an Event of
Default communicate with obligors under the Receivables and parties to the Contracts to verify with them to the Collateral Agent’s satisfaction the existence,
amount and terms of any Receivables or Contracts.
(b) In addition, upon the occurrence and during the continuance of an Event of Default, the Collateral Agent may upon written notice to the
applicable Grantor, notify, or require any Grantor to notify, the Account Debtor or counterparty to make all payments under the Receivables and/or Contracts
directly to the Collateral Agent.
(c) Notwithstanding anything herein to the contrary, (i) each Grantor shall remain liable for all obligations under and in respect of the Collateral and
nothing contained herein is intended as or shall be a delegation of duties to the Collateral Agent or any other Secured Party, (ii) each Grantor shall remain liable
under and each of the agreements included in the Collateral, including any Receivables, any Contracts and any agreements relating to Pledged Partnership Interests
or Pledged LLC Interests, to perform all of the obligations undertaken by it thereunder all in accordance with and pursuant to the terms and provisions thereof and
neither the Collateral Agent nor any other Secured Party shall have any obligation or liability under any of such agreements by reason of or arising out of this
Agreement or any other document related hereto nor shall the Collateral Agent nor any other Secured Party have any obligation to make any inquiry as to the nature
or sufficiency of any payment received by it or have any obligation to take any action to collect or enforce any rights under any agreement included in the Collateral,
including any agreements relating to any Receivables, any Contracts or any agreements relating to Pledged Partnership Interests or Pledged LLC Interests and
(iii) the exercise by the Collateral Agent of any of its rights hereunder shall not release any Grantor from any of its duties or obligations under the contracts and
agreements included in the Collateral, including any agreements relating to any Receivables, any Contracts and any agreements relating to Pledged Partnership
Interests or Pledged LLC Interests.

6.03 Pledged Securities . (a) Unless an Event of Default shall have occurred and be continuing and the Collateral Agent shall have given
substantially concurrent notice to the relevant Grantor of the Collateral Agent’s intent to exercise its rights pursuant to Section 6.03(b), each Grantor shall be
permitted to receive all cash dividends paid in respect of the Pledged
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Equity Interests and all payments made in respect of the Pledged Notes, in each case paid in the normal course of business of the relevant Issuer and consistent with
past practice, to the extent permitted in the Credit Agreement, and to exercise all voting and corporate rights with respect to the Pledged Securities; provided ,
however , that no vote shall be cast or corporate or other ownership right exercised or other action taken which, in the Collateral Agent’s reasonable judgment, would
impair the aggregate value of the Collateral or which would result in any violation of any provision of the Credit Agreement, this Agreement or any other Loan
Document.
(b) Upon the occurrence and during the continuance of an Event of Default and the Collateral Agent shall have given substantially concurrent
notice of its intent to exercise such rights to the relevant Grantor or Grantors: (i) all rights of each Grantor to exercise or refrain from exercising the voting and other
consensual rights which it would otherwise be entitled to exercise pursuant hereto shall cease and all such rights shall thereupon become vested in the Collateral
Agent who shall thereupon have the sole right, but shall be under no obligation, to exercise or refrain from exercising such voting and other consensual rights and
(ii) the Collateral Agent shall have the right, without notice to any Grantor (other than as required pursuant to Section 6.03(a) hereof), to transfer all or any portion of
the Investment Property to its name or the name of its nominee or agent. In addition, the Collateral Agent shall have the right at any time, upon the occurrence and
during the continuance of an Event of Default, without notice to any Grantor (other than as required pursuant to Section 6.03(a) hereof), to exchange any certificates
or instruments representing any Investment Property for certificates or instruments of smaller or larger denominations. Upon the occurrence and during the
continuance of an Event of Default, in order to permit the Collateral Agent to exercise the voting and other consensual rights which it may be entitled to exercise
pursuant hereto and to receive all dividends and other distributions which it may be entitled to receive hereunder each Grantor shall promptly execute and deliver (or
cause to be executed and delivered) to the Collateral Agent all proxies, dividend payment orders and other instruments as the Collateral Agent may from time to time
reasonably request and each Grantor acknowledges that the Collateral Agent may utilize the power of attorney set forth herein; provided that, immediately upon
waiver or cure of such Event of Default, all such rights shall, automatically and without further action by any party hereto, revert to such Grantor.
(c) Each Grantor hereby authorizes and instructs each Issuer of any Pledged Securities pledged by such Grantor hereunder to (i) comply with any
instruction received by it from the Collateral Agent in writing that (x) states that an Event of Default has occurred and is continuing and (y) is otherwise in
accordance with the terms of this Agreement, without any other or further instructions from such Grantor, and each Grantor agrees that each Issuer shall be fully
protected in so complying, and (ii) upon any such instruction upon the occurrence and during the continuance of an Event of Default, pay any dividends or other
payments with respect to the Investment Property, including Pledged Securities, directly to the Collateral Agent; provided that, immediately upon waiver or cure of
such Event of Default, all such instructions of the Collateral Agent shall be rescinded, and payments with respect to the Investment Property shall automatically and
without further action by any party hereto, become payable to such Grantor to the same extent as in effect prior to such Event of Default.
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6.04 Proceeds to be Turned over to Collateral Agent . In addition to the rights of the Secured Parties specified in Section 6.01 with respect to
payments of Receivables, upon the occurrence and during the continuance of an Event of Default, at the request of the Collateral Agent, all Proceeds received by any
Grantor consisting of cash, cash equivalents, checks and other near-cash items shall be held by such Grantor in trust for the Secured Parties, segregated from other
funds of such Grantor, and shall, forthwith upon receipt by such Grantor, be turned over to the Collateral Agent in the exact form received by such Grantor (duly
endorsed by such Grantor to the Collateral Agent, if required). All Proceeds received by the Collateral Agent hereunder shall be held by the Collateral Agent in a
collateral account maintained under its sole dominion and control. All Proceeds while held by the Collateral Agent in a collateral account (or by such Grantor in trust
for the Secured Parties) shall continue to be

held as Collateral for all the Obligations and shall not constitute payment thereof until applied as provided in Section 6.05.
6.05 Application of Proceeds . At such intervals as may be agreed upon by the Borrower and the Collateral Agent, or, upon the occurrence and
during the continuance of an Event of Default, at any time at the Collateral Agent’s election, the Collateral Agent may apply all or any part of the net Proceeds (after
deducting fees and expenses as provided in Section 6.06) constituting Collateral realized through the exercise by the Collateral Agent of its remedies hereunder or
under any other Loan Document, whether or not held in any Collateral Account, and any proceeds of the guarantee set forth in Section 2, in payment of the
Obligations in the following order:
First , to each Agent, to pay incurred and unpaid fees and expenses of such Agent under the Loan Documents;
Second , to the Collateral Agent, for application by it towards payment of amounts then due and owing and remaining unpaid in respect of the
Obligations pro rata among the Secured Parties according to the amounts of the Obligations then due and owing and remaining unpaid to the Secured Parties
until the Payment in Full of the Obligations; and
Third , after the Payment in Full of the Obligations, to the Borrower or to whomsoever may be lawfully entitled to receive the same.
6.06 Code and Other Remedies . (a) Upon the occurrence and during the continuance of an Event of Default, the Collateral Agent, on behalf of the
Secured Parties, may exercise, in addition to all other rights and remedies granted to them in this Agreement and in any other instrument or agreement securing,
evidencing or relating to the Obligations, all rights and remedies of a secured party under the New York UCC (whether or not the New York UCC applies to the
affected Collateral) or its rights under any other applicable law or in equity. Without limiting the generality of the foregoing, upon the occurrence and during the
continuance of an Event of Default, the Collateral Agent, without demand of performance or other demand, presentment, protest, advertisement or notice of any kind
(except any notice required by law referred to below) to or upon any Grantor or any other Person (all and each of which demands, defenses, advertisements and
notices are hereby waived), may in such circumstances forthwith collect, receive, appropriate and realize upon the Collateral, or any part thereof, and/or may
forthwith sell, lease, license, assign, give option or options to purchase, or otherwise dispose of
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and deliver the Collateral or any part thereof (or contract to do any of the foregoing), in one or more parcels at public or private sale or sales, at any exchange,
broker’s board or office of any Secured Party or elsewhere upon such terms and conditions as it may deem advisable and at such prices as it may deem best, for cash
or on credit or for future delivery without assumption of any credit risk. Each Secured Party shall have the right upon any such public sale or sales, and, to the extent
permitted by law, upon any such private sale or sales, to purchase the whole or any part of the Collateral so sold, free of any right or equity of redemption in any
Grantor, which right or equity is hereby waived and released to the extent permitted by applicable law. Each purchaser at any such sale shall hold the property sold
absolutely free from any claim or right on the part of any Grantor, and each Grantor hereby waives (to the extent permitted by applicable law) all rights of
redemption, stay and/or appraisal which it now has or may at any time in the future have under any rule of law or statute now existing or hereafter enacted. Each
Grantor agrees that, to the extent notice of sale shall be required by law, at least ten days’ notice to such Grantor of the time and place of any public sale or the time
after which any private sale is to be made may constitute reasonable notification. The Collateral Agent shall not be obligated to make any sale of Collateral
regardless of notice of sale having been given. The Collateral Agent may adjourn any public or private sale from time to time by announcement at the time and place
fixed therefor, and such sale may, without further notice, be made at the time and place to which it was so adjourned. The Collateral Agent may sell the Collateral
without giving any warranties as to the Collateral. The Collateral Agent may specifically disclaim or modify any warranties of title or the like. This procedure will
not be considered to adversely affect the commercial reasonableness of any sale of the Collateral. Each Grantor agrees that it would not be commercially
unreasonable for the Collateral Agent to dispose of the Collateral or any portion thereof by using Internet sites that provide for the auction of assets of the types
included in the Collateral or that have the reasonable capability of doing so, or that match buyers and sellers of assets. Each Grantor hereby waives any claims
against the Collateral Agent arising by reason of the fact that the price at which any Collateral may have

been sold at such a private sale was less than the price which might have been obtained at a public sale, even if the Collateral Agent accepts the first offer received
and does not offer such Collateral to more than one offeree. Each Grantor further agrees, at the Collateral Agent’s reasonable request, to assemble the Collateral and
make it available to the Collateral Agent at places which the Collateral Agent shall reasonably select, whether at such Grantor’s premises or elsewhere. The
Collateral Agent shall have the right to enter onto the property where any Collateral is located and take possession thereof with or without judicial process.
(b) The Collateral Agent shall apply the net proceeds of any action taken by it pursuant to this Section 6.06, after deducting all reasonable
documented out-of-pocket expenses of every kind incurred in connection therewith or incidental to the care or safekeeping of any of the Collateral or in any way
relating to the Collateral or the rights of the Secured Parties hereunder, including reasonable attorneys’ fees and disbursements, to the payment in whole or in part of
the Obligations and only after such application and after the payment by the Collateral Agent of any other amount required by any provision of law, including
Section 9-615(a) of the New York UCC, need the Collateral Agent account for the surplus, if any, to any Grantor. If the Collateral Agent sells any of the Collateral
upon credit, the Grantor will be credited only with payments actually made by the purchaser and received by the Collateral Agent and applied to
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indebtedness of the purchaser. In the event the purchaser fails to pay for the Collateral, the Collateral Agent may resell the Collateral and the Grantor shall be
credited with proceeds of the sale. To the extent permitted by applicable law, each Grantor waives all claims, damages and demands it may acquire against any
Secured Party arising out of the exercise by them of any rights hereunder.
(c) In the event of any disposition of any of the Intellectual Property Collateral, the goodwill of the business connected with and symbolized by any
Trademarks subject to such Disposition shall be included, and the applicable Grantor shall supply the Collateral Agent or its designee with such Grantor’s know-how
and expertise, and with records, documents and things embodying the same, relating to the manufacture, distribution, advertising and sale of products or the
provision of services relating to such Intellectual Property Collateral subject to such disposition, and such Grantor’s customer lists pertaining thereto, subject to
appropriate confidentiality undertakings on the part of any Person receiving such proprietary information.
(d) The Collateral Agent shall have no obligation to marshal any of the Collateral.
(e) For the purpose of enabling the Collateral Agent, during the continuance of an Event of Default, to exercise rights and remedies under Sections
6 and 7 hereof at such time as the Collateral Agent shall be lawfully entitled to exercise such rights and remedies, and for no other purpose, each Grantor hereby
grants to the Collateral Agent, to the extent assignable, an irrevocable, non-exclusive license (exercisable without payment of royalty or other compensation to such
Grantor), subject, in the case of Trademarks, to sufficient rights to quality control and inspection in favor of such Grantor to avoid the risk of invalidation of such
Trademarks, to use, assign, license or sublicense any of the Intellectual Property now owned or hereafter acquired, developed or created by such Grantor, wherever
the same may be located. Such license shall include access to all media in which any of the licensed items may be recorded or stored and to all computer programs
used for the compilation or printout hereof.
6.07 Registration Rights .
(a) Reserved.
(b) Each Grantor recognizes that the Collateral Agent may be unable to effect a public sale of any or all the Pledged Equity Interests or the Pledged
Debt Securities, by reason of certain prohibitions contained in the Securities Act and applicable state securities laws or otherwise, and may be compelled to resort to
one or more private sales thereof to a restricted group of purchasers which will be obliged to agree, among other things, to acquire such securities for their own
account for investment and not with a view to the distribution or resale thereof. Each Grantor acknowledges and agrees that any such private sale may result in prices
and other terms less favorable than if such sale were a public sale and, notwithstanding such circumstances, agrees that any such private sale shall be deemed to have
been made in a commercially reasonable manner. The Collateral Agent shall be under no

obligation to delay a sale of any of the Pledged Equity Interests or the Pledged Debt Securities for the period of time necessary to permit the Issuer thereof to register
such securities for public sale under the Securities Act, or under applicable state securities laws, even if such Issuer would agree to do so.
32
(c) Each Grantor agrees to use its best efforts to do or cause to be done all such other acts as may be necessary to make such sale or sales of all or
any portion of the Pledged Equity Interests or the Pledged Debt Securities pursuant to this Section 6.07 valid and binding and in compliance with any and all other
applicable Requirements of Law; provided, that no Grantor shall be required to cause the registration of Pledged Equity under securities laws.
6.08 Deficiency . Each Grantor shall remain liable for any deficiency if the proceeds of any sale or other disposition of the Collateral are
insufficient to pay its Obligations and the fees and disbursements of any attorneys employed by any Secured Party to collect such deficiency.
6.09 Non-Judicial Enforcement . The Collateral Agent may enforce its rights hereunder without prior judicial process or judicial hearing, and to the
extent permitted by law, each Grantor expressly waives any and all legal rights which might otherwise require the Collateral Agent to enforce its rights by judicial
process.
SECTION 7. THE COLLATERAL AGENT
7.01 Collateral Agent’s Appointment as Attorney-in-Fact, etc . (a) Each Grantor hereby irrevocably constitutes and appoints the Collateral Agent
and any officer or agent thereof, with full power of substitution, as its true and lawful attorney-in-fact with full irrevocable power and authority in the place and stead
of such Grantor and in the name of such Grantor or in its own name, such appointment being coupled with an interests, for the purpose of carrying out the terms of
this Agreement, to take any and all appropriate action and to execute any and all documents and instruments which may be necessary or desirable to accomplish the
purposes of this Agreement, and, without limiting the generality of the foregoing, each Grantor hereby gives the Collateral Agent the power and right, on behalf of
such Grantor, without notice to or assent by such Grantor, to do any or all of the following:
(i) in the name of such Grantor or its own name, or otherwise, take possession of and endorse and collect any checks, drafts, notes, acceptances or
other instruments for the payment of moneys due under any Receivable or Contract or with respect to any other Collateral and file any claim or take any
other action or proceeding in any court of law or equity or otherwise deemed appropriate by the Collateral Agent for the purpose of collecting any and all
such moneys due under any Receivable or Contract or with respect to any other Collateral whenever payable;
(ii) in the case of any Intellectual Property, execute and deliver, and have recorded, any and all agreements, instruments, documents and papers as
the Collateral Agent may request to evidence the Secured Parties’ security interest in such Intellectual Property and the goodwill and general intangibles of
such Grantor relating thereto or represented thereby;
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(iii) pay or discharge taxes and Liens levied or placed on or threatened against the Collateral, effect any repairs or any insurance called for by the
terms of this Agreement and pay all or any part of the premiums therefor and the costs thereof;
(iv) execute, in connection with any sale provided for in Section 6.07 or 6.08, any endorsements, assignments or other instruments of conveyance or
transfer with respect to the Collateral; and
(v) (1) direct any party liable for any payment under any of the Collateral to make payment of any and all moneys due or to become due thereunder
directly to the Collateral Agent or as the Collateral Agent shall direct; (2) ask or demand for, collect, and receive payment of and receipt for, any and all
moneys, claims and other amounts due or to become due at any time in respect of or arising out of any Collateral; (3) sign and endorse any invoices, freight
or express bills, bills of lading, storage or warehouse receipts, drafts against debtors, assignments, verifications, notices and other documents in connection
with any of the Collateral;

(4) commence and prosecute any suits, actions or proceedings at law or in equity in any court of competent jurisdiction to collect the Collateral or any
portion thereof and to enforce any other right in respect of any Collateral; (5) defend any suit, action or proceeding brought against such Grantor with
respect to any Collateral; (6) settle, compromise or adjust any such suit, action or proceeding and, in connection therewith, give such discharges or releases
as the Collateral Agent may deem appropriate; (7) assign any Intellectual Property (along with the goodwill of the business to which any such Intellectual
Property pertains), throughout the world for such term or terms, on such conditions, and in such manner, as the Collateral Agent shall in its sole discretion
determine; and (8) generally, sell, transfer, pledge and make any agreement with respect to or otherwise deal with any of the Collateral as fully and
completely as though the Collateral Agent were the absolute owner thereof for all purposes, and do, at the Collateral Agent’s option and such Grantor’s
expense, at any time, or from time to time, all acts and things which the Collateral Agent deems necessary to protect, preserve or realize upon the Collateral
and the Secured Parties’ security interests therein and to effect the intent of this Agreement, all as fully and effectively as such Grantor might do.
(b) Anything in this Section 7.01 to the contrary notwithstanding, the Collateral Agent agrees that, except as provided in Section 7.01(c), it will not
exercise any rights under the power of attorney provided for in Section 7.01(a) unless an Event of Default shall have occurred and be continuing.
(c) If any Grantor or Guarantor fails to perform or comply with any of its agreements contained herein, the Collateral Agent, at its option, but
without any obligation so to do, may perform or comply, or otherwise cause performance or compliance, with such agreement; provided , however , that unless an
Event of Default has occurred and is continuing or time is of the essence, the Collateral Agent shall not exercise this power without first making demand on the
Grantor or Guarantor and the Grantor or Guarantor failing to immediately comply therewith.
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(d) The expenses of the Collateral Agent incurred in connection with actions undertaken as provided in this Section 7.01 shall be payable by such
Grantor to the Collateral Agent on demand.
(e) Each Grantor hereby ratifies all that said attorneys shall lawfully do or cause to be done by virtue hereof. All powers, authorizations and
agencies contained in this Agreement are coupled with an interest and are irrevocable until this Agreement is terminated and the security interests created hereby are
released.
7.02 Duty of Collateral Agent . The Collateral Agent’s sole duty with respect to the custody, safekeeping and physical preservation of the Collateral
in its possession, under Section 9-207 of the New York UCC or otherwise, shall be to deal with it in the same manner as the Collateral Agent deals with similar
property for its own account. Neither the Collateral Agent, nor any other Secured Party nor any of their respective officers, directors, partners, employees, agents,
attorneys and other advisors, attorneys-in-fact or affiliates shall be liable for failure to demand, collect or realize upon any of the Collateral or for any delay in doing
so or shall be under any obligation to sell or otherwise dispose of any Collateral upon the request of any Grantor or any other Person or to take any other action
whatsoever with regard to the Collateral or any part thereof. The powers conferred on the Secured Parties hereunder are solely to protect the Secured Parties’
interests in the Collateral and shall not impose any duty upon any Secured Party to exercise any such powers. The Secured Parties shall be accountable only for
amounts that they actually receive as a result of the exercise of such powers, and neither they nor any of their officers, directors, partners, employees, agents,
attorneys and other advisors, attorneys-in-fact or affiliates shall be responsible to any Grantor for any act or failure to act hereunder, except to the extent that any
such act or failure to act is found by a final and non-appealable judgment of a court of competent jurisdiction to have resulted primarily from their own gross
negligence or willful misconduct in breach of a duty owed to such Grantor.
7.03 Filing of Financing Statements . Each Grantor acknowledges that pursuant to Section 9-509(b) of the New York UCC and any other applicable
law, each Grantor authorizes the Collateral Agent to file or record financing or continuation statements, and amendments thereto, and other filing or recording
documents or instruments with respect to the Collateral, without the signature of such Grantor, in such form and in such offices as the Collateral Agent reasonably
determines appropriate to perfect or maintain the perfection of the security interests of the Collateral Agent under this Agreement. Each Grantor agrees that such
financing statements may describe the Collateral in the same manner as described in the Security documents or as “all assets” or “all personal property,”

whether now owned or hereafter existing or acquired or such other description as the Collateral Agent, in its sole judgment, determines is reasonably necessary. If
permitted by applicable law, a photographic or other reproduction of this Agreement shall be sufficient as a financing statement or other filing or recording
document or instrument for filing or recording in any jurisdiction where so permitted.
7.04 Authority of Collateral Agent . Each Grantor acknowledges that the rights and responsibilities of the Collateral Agent under this Agreement
with respect to any action taken by the Collateral Agent or the exercise or non-exercise by the Collateral Agent of any option, voting right, request, judgment or
other right or remedy provided for herein or resulting
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or arising out of this Agreement shall, as between the Collateral Agent and the other Secured Parties, be governed by the Credit Agreement and by such other
agreements with respect thereto as may exist from time to time among them, but, as between the Collateral Agent and the Grantors, the Collateral Agent shall be
conclusively presumed to be acting as agent for the Secured Parties with full and valid authority so to act or refrain from acting, and no Grantor shall be under any
obligation, or entitlement, to make any inquiry respecting such authority.
7.05 Appointment of Co-Collateral Agents . At any time or from time to time, in order to comply with any applicable requirement of law, the
Collateral Agent may, in accordance with the provisions of Article VIII of the Credit Agreement, appoint another bank or trust company or one of more other
Persons, either to act as co-agent or agents on behalf of the Secured Parties with such power and authority as may be necessary for the effectual operation of the
provisions hereof and which may be specified in the instrument of appointment (which may, in the discretion of the Collateral Agent, include provisions for
indemnification and similar protections of such co-agent or separate agent).
SECTION 8. MISCELLANEOUS
8.01 Amendments in Writing . None of the terms or provisions of this Agreement may be waived, amended, supplemented or otherwise modified
except by a written instrument executed by each affected Grantor and the Collateral Agent, subject to any consents required under Section 9.08 of the Credit
Agreement; provided that any provision of this Agreement imposing obligations on any Grantor may be waived by the Collateral Agent in a written instrument
executed by the Collateral Agent.
8.02 Notices . All notices, requests and demands to or upon the Collateral Agent or any Grantor hereunder shall be effected in the manner provided
for in Section 9.01 of the Credit Agreement; provided that any such notice, request or demand to or upon any Guarantor shall be addressed to such Guarantor at its
notice address set forth on Schedule 8.02 (as such schedule may be amended or supplemented from time to time).
8.03 No Waiver by Course of Conduct; Cumulative Remedies . No Secured Party shall by any act (except by a written instrument pursuant to
Section 8.01), delay, indulgence, omission or otherwise be deemed to have waived any right or remedy hereunder or to have acquiesced in any Default or Event of
Default. No failure to exercise, nor any delay in exercising, on the part of any Secured Party, any right, power or privilege hereunder shall operate as a waiver
thereof. No single or partial exercise of any right, power or privilege hereunder shall preclude any other or further exercise thereof or the exercise of any other right,
power or privilege. A waiver by any Secured Party of any right or remedy hereunder on any one occasion shall not be construed as a bar to any right or remedy
which such Secured Party would otherwise have on any future occasion. The rights and remedies herein provided are cumulative, may be exercised singly or
concurrently and are not exclusive of any other rights or remedies provided by law.
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8.04 Enforcement Expenses; Indemnification . (a) The parties hereto agree that the Collateral Agent and the other Secured Parties shall be entitled
to reimbursement of their expenses incurred hereunder as provided in and subject to the caps set forth in Section 9.05 of the Credit Agreement.

(b) Each Grantor agrees to pay, and to hold the Collateral Agent and each other Secured Party harmless from, any and all liabilities, obligations,
losses, damages, penalties, actions, judgments, suits, costs, expenses or disbursements of any kind or nature whatsoever with respect to, or resulting from any delay
in paying, any and all stamp, excise, sales or other taxes which may be payable or determined to be payable with respect to any of the Collateral or in connection
with any of the transactions contemplated by this Agreement, except Indemnified Taxes and Other Taxes covered in Section 2.20 of the Credit Agreement.
(c) Each Grantor agrees to pay, and to hold the Collateral Agent and each other Secured Party harmless from, any and all liabilities, obligations,
losses, damages, penalties, actions, judgments, suits, costs, expenses or disbursements of any kind or nature whatsoever with respect to the execution, delivery,
enforcement, performance and administration of this Agreement to the extent the Borrower would be required to do so pursuant to Section 9.05 of the Credit
Agreement.
(d) The agreements in this Section shall survive repayment of the Obligations and all other amounts payable under the Credit Agreement and the
other Loan Documents.
8.05 Successors and Assigns . This Agreement shall be binding upon the successors and assigns of each Grantor and shall inure to the benefit of the
Secured Parties and their successors and assigns; provided that no Grantor may assign, transfer or delegate any of its rights or obligations under this Agreement
without the prior written consent of the Collateral Agent, and any attempted assignment without such consent shall be null and void.
8.06 Setoff . Upon the occurrence and during the continuance of an Event of Default, each Secured Party is hereby authorized at any time and from
time to time, except to the extent prohibited by law, to set off and apply any and all deposits (general or special, time or demand, provisional or final), in any
currency, and any other credits, indebtedness or claims, in any currency, in each case whether direct or indirect, absolute or contingent, matured or unmatured, at any
time held or owing by such Secured Party to or for the credit or the account of such Grantor, or any part thereof in such amounts as such Secured Party may elect,
against and on account of the obligations and liabilities of such Grantor to such Secured Party now or hereafter existing under this Agreement and the other Loan
Documents and claims of every nature and description of such Secured Party against such Grantor, in any currency, whether arising hereunder, under the Credit
Agreement, any other Loan Document or otherwise, as such Secured Party may elect, whether or not any Secured Party has made any demand for payment and
although such obligations, liabilities and claims may be contingent or unmatured. Each Secured Party shall notify such Grantor promptly of any such setoff and the
application made by such Secured Party of the proceeds thereof, provided that the failure to give such notice shall not affect the validity of such setoff and
application. The rights of each Secured Party under this Section are in addition to other rights and remedies (including other rights of setoff) which such Secured
Party may have.
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8.07 Counterparts . This Agreement may be executed in counterparts (and by different parties hereto on different counterparts), each of which shall
constitute an original but all of which when taken together shall constitute a single contract. Delivery of an executed signature page to this Agreement by facsimile
(or other electronic) transmission shall be as effective as delivery of a manually signed counterpart of this Agreement.
8.08 Severability . In the event any one or more of the provisions contained in this Agreement should be held invalid, illegal or unenforceable in
any respect, the validity, legality and enforceability of the remaining provisions contained herein shall not in any way be affected or impaired thereby (it being
understood that the invalidity of a particular provision in a particular jurisdiction shall not in and of itself affect the validity of such provision in any other
jurisdiction). The parties shall endeavor in good-faith negotiations to replace the invalid, illegal or unenforceable provisions with valid provisions the economic
effect of which comes as close as possible to that of the invalid, illegal or unenforceable provisions.
8.09 Section Headings . Article and Section headings and the Table of Contents used herein are for convenience of reference only, are not part of
this Agreement and are not to affect the construction of, or to be taken into consideration in interpreting, this Agreement.

8.10 APPLICABLE LAW . THIS AGREEMENT SHALL BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE
LAWS OF THE STATE OF NEW YORK.
8.11 Submission to Jurisdiction; Waivers . Each Grantor hereby irrevocably and unconditionally:
(a) submits, for itself and its property, to the exclusive jurisdiction of any New York State court or Federal court of the United States of America
sitting in New York City, and any appellate court from any thereof, in any action or proceeding arising out of or relating to this Agreement or the other Loan
Documents, or for recognition or enforcement of any judgment, and each of the parties hereto hereby irrevocably and unconditionally agrees that all claims in
respect of any such action or proceeding may be heard and determined in such New York State or, to the extent permitted by law, in such Federal court. Each of the
parties hereto agrees that a final judgment in any such action or proceeding shall be conclusive and may be enforced in other jurisdictions by suit on the judgment or
in any other manner provided by law. Nothing in this Agreement shall affect any right that the Administrative Agent, the Collateral Agent, the Issuing Bank or any
Lender may otherwise have to bring any action or proceeding relating to this Agreement or the other Loan Documents against the Borrower, or its respective
properties in the courts of any jurisdiction;
(b) waives, to the fullest extent it may legally and effectively do so, any objection which it may now or hereafter have to the laying of venue of any
suit, action or proceeding arising out of or relating to this Agreement or the other Loan Documents in any New York State or Federal court. Each of the parties
hereto hereby irrevocably waives, to the fullest extent permitted by law, the defense of an inconvenient forum to the maintenance of such action or proceeding in any
such court;
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(c) consents to service of process in the manner provided for notices in Section 9.01 of the Credit Agreement. Nothing in this Agreement will affect
the right of any party to this Agreement to serve process in any other manner permitted by law; and
(d) waives, to the maximum extent not prohibited by law, any right it may have to claim or recover in any legal action or proceeding referred to in
this Section any special, exemplary, punitive or consequential damages.
8.12 Acknowledgments . Each Grantor hereby acknowledges that:
(a) it has been advised by counsel in the negotiation, execution and delivery of this Agreement and the other Loan Documents to which it is a party;
(b) no Secured Party has any fiduciary relationship with or duty to any Grantor arising out of or in connection with this Agreement or any of the
other Loan Documents, and the relationship between the Grantors, on the one hand, and the Secured Parties, on the other hand, in connection herewith or therewith is
solely that of debtor and creditor; and
(c) no joint venture is created hereby or by the other Loan Documents or otherwise exists by virtue of the transactions contemplated hereby among
the Secured Parties or among the Grantors and the Secured Parties.
8.13 Additional Grantors . Each Subsidiary of the Borrower that is required to become a party to this Agreement pursuant to Section 5.12 of the
Credit Agreement shall become a Grantor for all purposes of this Agreement upon execution and delivery by such Subsidiary of an Assumption Agreement in the
form of Annex 1 hereto.
8.14 Termination of Security Interest . (a) Upon the Payment in Full of the Obligations, the Collateral shall be released from the Liens created
hereby, and this Agreement and all obligations (other than those expressly stated to survive such termination) of the Collateral Agent and each Grantor hereunder
shall terminate, all without delivery of any instrument or performance of any act by any party, and all rights to the Collateral shall revert to the Grantors. At the
request and sole expense of any Grantor following any such termination, the Collateral Agent shall deliver to such Grantor any Collateral held by the Collateral
Agent hereunder, and execute and deliver to such Grantor such documents as such Grantor shall reasonably request to evidence such termination.

(b) If any of the Collateral shall be sold or otherwise disposed of by any Grantor in a transaction permitted by the Credit Agreement, then the
Collateral Agent, at the request and sole expense of such Grantor, shall execute and deliver to such Grantor all releases or other documents reasonably necessary or
desirable for the release of the Liens created hereby on such Collateral. At the request and sole expense of the Borrower, a Guarantor shall be released from its
obligations hereunder in the event that all the Equity Interests in such Guarantor shall be sold or otherwise disposed of in a transaction permitted by the Credit
Agreement; provided that the Borrower shall have delivered to the Collateral Agent, at least seven Business Days prior to the date of the proposed release (or such
shorter time as the Collateral Agent may
39
agree), a written request for such release identifying the relevant Guarantor and the terms of the relevant sale or other disposition in reasonable detail, including the
price thereof and any expenses incurred in connection therewith, together with a certification by the Borrower stating that such transaction is in compliance with the
Credit Agreement and the other Loan Documents.
(c) Each Grantor acknowledges that it is not authorized to file any financing statement or amendment or termination statement with respect to any
financing statement originally filed in connection herewith without the prior written consent of the Collateral Agent, subject to such Grantor’s rights under Section 9509(d)(2) of the New York UCC.
8.15 WAIVER OF JURY TRIAL . EACH GRANTOR AND THE COLLATERAL AGENT HEREBY WAIVE, TO THE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY OR
INDIRECTLY ARISING OUT OF, UNDER OR IN CONNECTION WITH THIS AGREEMENT. EACH PARTY HERETO (A) CERTIFIES THAT NO
REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER
PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT AND
THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, AS
APPLICABLE, BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 8.15.
8.16 Reinstatement . This Agreement shall remain in full force and effect and continue to be effective should any petition be filed by or against any
Grantor for liquidation or reorganization, should any Grantor become insolvent or make an assignment for the benefit of any creditor or creditors or should a receiver
or trustee be appointed for all or any significant part of any Grantor’s assets, and shall continue to be effective or be reinstated, as the case be, if at any time
payments and performance of the Obligations, or any part thereof, is, pursuant to applicable law, rescinded or reduced in amount, or must otherwise be restored or
returned by any obligee of the Obligations, whether as a “voidable preference,” “fraudulent conveyance,” or otherwise, all as though such payment or performance
had not been made. In the event that any payment, or any part thereof, is rescinded, reduced, restored or returned, the Obligations shall be reinstated and deemed
reduced only by such amount paid and not so rescinded, reduced, restored or returned.
8.17 Intercreditor Agreement . NOTWITHSTANDING ANY PROVISION TO THE CONTRARY IN THIS AGREEMENT, IN THE
EVENT OF ANY CONFLICT OR INCONSISTENCY BETWEEN THE PROVISIONS OF THE INTERCREDITOR AGREEMENT AND THIS
AGREEMENT, THE PROVISIONS OF THE INTERCREDITOR AGREEMENT SHALL PREVAIL .
[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, each of the undersigned has caused this Guarantee and Collateral Agreement to be duly executed and delivered as of the day and year
first above written. 1

AAC HOLDINGS, INC., a Nevada corporation
By:

/s/ Michael T. Cartwright
Name: Michael T. Cartwright
Title:
Chairman and Chief Executive Officer

AMERICAN ADDICTION CENTERS, INC., a
Nevada corporation
By: /s/ Michael T. Cartwright
Name: Michael T. Cartwright
Title: Chairman and Chief Executive Officer

FORTERUS HEALTH CARE SERVICES, INC., a Delaware
corporation
SAN DIEGO ADDICTION TREATMENT CENTER, INC., a
Delaware corporation
By: /s/ Michael T. Cartwright
Name: Michael T. Cartwright
Title: Sole Director and Chairman
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BHR GREENHOUSE REAL ESTATE, LLC, a Texas limited
liability company
BHR OXFORD REAL ESTATE, LLC, a Delaware
limited liability company
GREENHOUSE TREATMENT CENTER, LLC, a Texas
limited liability company
CONCORDE TREATMENT CENTER, LLC, a
Nevada limited liability company
RECOVERY FIRST OF FLORIDA, LLC, a
Delaware limited liability company
RI — CLINICAL SERVICES, LLC, a Delaware
limited liability company
NEW JERSEY ADDICTION TREATMENT CENTER, LLC,
a Delaware limited liability company
BEHAVIORAL HEALTHCARE REALTY, LLC, a Delaware
limited liability company

CONCORDE REAL ESTATE, LLC, a Nevada
limited liability company
BHR ALISO VIEJO REAL ESTATE, LLC, a
Delaware limited liability company
BHR RINGWOOD REAL ESTATE, LLC, a
Delaware limited liability company
OXFORD TREATMENT CENTER, LLC, a
Delaware limited liability company
SOBER MEDIA GROUP, LLC, a Delaware limited liability
company
RIVER OAKS TREATMENT CENTER, LLC, a
Delaware limited liability company
LAGUNA TREATMENT HOSPITAL, LLC, a
Delaware limited liability company
SOLUTIONS TREATMENT CENTER, LLC, a
Delaware limited liability company
OXFORD OUTPATIENT CENTER, LLC, a
Delaware limited liability company
SAGENEX DIAGNOSTICS LABORATORY, LLC, a
Delaware limited liability company
By:

/s/ Michael T. Cartwright
Name:
Michael T . Cartwright
Title:
Sole Manager and Chairman
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AAC HEALTHCARE NETWORK INC., a Delaware
corporation
By: AAC Holdings, Inc., its sole stockholder
By: /s/ Michael T . Cartwright
Name: Michael T . Cartwright
Title: Chairman and Chief Executive Officer
AAC LAS VEGAS OUTPATIENT CENTER, LLC, a
Delaware limited liability company
AAC DALLAS OUTPATIENT CENTER, LLC, a Delaware
limited liability company
ADDICTION LABS OF AMERICA, LLC, a Delaware limited
liability company

By: American Addiction Centers, Inc., its sole member
By: /s/ Michael T. Cartwright
Name: Michael T. Cartwright
Title:
Chairman and Chief Executive Officer
THE ACADEMY REAL ESTATE, LLC, a
Delaware limited liability company
By: Behavioral Healthcare Realty, LLC, its sole member
By: /s/ Michael T. Cartwright
Name: Michael T. Cartwright
Title:
Sole Manager and Chairman
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RECOVERY BRANDS, LLC
By: Referral Solutions Group, LLC, its sole member

By:
/s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

REFERAL SOLUTIONS GROUP, LLC
By: Sober Media Group, LLC, its sole member

By:
/s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

BHR GREENHOUSE REAL ESTATE, LLC
BHR OXFORD REAL ESTATE, LLC
GREENHOUSE TREATMENT CENTER, LLC
CONCORDE TREATMENT CENTER, LLC
RECOVERY FIRST OF FLORIDA, LLC
RI-CLINICAL SERVICES, LLC
NEW JERSEY ADDICTION TREATMENT CENTER, LLC
BEHAVIORAL HEALTHCARE REALTY, LLC
CONCORDE REAL ESTATE, LLC
BHR ALISO VIEJO REAL ESTATE, LLC
BHR RINGWOOD REAL ESTATE, LLC
OXFORD TREATMENT CENTER, LLC
SOBER MEDIA GROUP, LLC
RIVER OAKS TREATMENT CENTER, LLC
LAGUNA TREATMENT HOSPITAL, LLC
SOLUTIONS TREATMENT CENTER, LLC
OXFORD OUTPATIENT CENTER, LLC
SAGENEX DIAGNOSTICS LABORATORY, LLC
By:
Name:
Title:

/s/ Andrew McWilliams
Andrew McWilliams
Chief Financial Officer
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SAN DIEGO PROFESSIONAL GROUP, P.C.
PALM BEACH PROFESSIONAL GROUP,
PROFESSIONAL CORPORATION
LAS VEGAS PROFESSIONAL GROUP-CALARCO, P.C.
GRAND PRARIE PROFESSIONAL GROUP, P.A.
OXFORD PROFESSIONAL GROUP, P.C.
PONTCHARTRAIN MEDICAL GROUP, A
PROFESSIONAL CORPORATION

By:
/s/ Mark A. Calarco, D.O.
Name: Mark A. Calarco, D.O.
Title:

ADCARE, INC.

By:
/s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

ADCARE HOSPITAL OF WORCESTER, INC.

By:
/s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

GREEN HILL REALTY CORPORATION

By:
/s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

LINCOLN CATHARINE
REALTY CORPORATION

By:
/s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

ADCARE RHODE ISLAND, INC.

By:
/s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

TOWER HILL REALTY, INC.

By:
/s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer
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ADCARE, INC.
ADCARE HOSPITAL OF WORCESTER, INC.
GREEN HILL REALTY CORPORATION
LINCOLN CATHARINE REALTY CORPORATION, INC
ADCARE RHODE ISLAND, INC.
TOWER HILL REALTY, INC.

By: /s/ Andrew W. McWilliams

Name: Andrew W. McWilliams
Title: Treasurer
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CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH , as
Collateral Agent
By: /s/ Didier Siffer
Name:
Didier Siffer
Title:
Authorized Signatory

By: /s/ Bryan J. Matthews
Name:
Bryan J. Matthews
Title:
Authorized Signatory
Signature Page – Guarantee and Collateral Agreement

Exhibit 10.15
EXECUTION VERSION

INTERCREDITOR AGREEMENT
Among
CREDIT SUISSE AG,
as Senior Lien Representative,
CREDIT SUISSE AG,
as Junior Lien Representative,
AAC HOLDINGS, INC., as a Grantor,
and
the other Grantors from time to time party hereto
Dated as of March 8, 2019
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INTERCREDITOR AGREEMENT dated as of March 8, 2019 (as amended, restated, supplemented or otherwise modified from time to time, this “
Agreement ”), among AAC HOLDINGS, INC., a Nevada corporation
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(the “ Company ”), the other Grantors (as defined below) party hereto from time to time, CREDIT SUISSE AG, as Representative for the Senior Lien Secured
Parties (in such capacity and together with its successors in such capacity, the “ Senior Lien Representative ”) and CREDIT SUISSE AG, as Representative for the
Junior Lien Secured Parties (in such capacity and together with its successors in such capacity, the “ Junior Lien Representative ”).
In consideration of the mutual agreements herein contained and other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the Senior Lien Representative (for itself and on behalf of the Senior Lien Secured Parties) and the Junior Lien Representative (for itself and on
behalf of the Junior Lien Secured Parties) hereby agree as follows:

ARTICLE I
Definitions
SECTION 1.01. Certain Defined Terms . Capitalized terms used but not otherwise defined herein have the meanings set forth in the Senior Lien
Debt Documents (as in effect on the date hereof) or, if defined in the Uniform Commercial Code, the meanings specified therein. As used in this Agreement, the
following terms have the meanings specified below.
“ Agreement ” has the meaning assigned to such term in the introductory paragraph of this Agreement.
“ Authorized Officer ” means, with respect to any Person, the chief executive officer, the chief financial officer, principal accounting officer, the president,
any vice president, treasurer, general counsel, secretary or another executive officer of such Person.
“ Bankruptcy Case ” means a case under the Bankruptcy Code or any other Bankruptcy Law.
“ Bankruptcy Code ” means Title 11 of the United States Code, as amended.
“ Bankruptcy Law ” means the Bankruptcy Code and any other liquidation, conservatorship, bankruptcy, assignment for the benefit of creditors,
moratorium, administration, rearrangement, judicial management, receivership, insolvency, reorganization (by way of voluntary arrangement, scheme of
arrangement or otherwise), or similar federal, state, or foreign debtor relief law (including under any applicable corporate statute) of the United States or other
applicable jurisdictions from time to time in effect.
“ Collateral ” means the Senior Lien Collateral and the Junior Lien Collateral.
“ Collateral Agents ” means the Senior Lien Representative and the Junior Lien Representative.
“ Collateral Documents ” means the Senior Lien Collateral Documents and the Junior Lien Collateral Documents.
“ Debt Facility ” means the Senior Lien Debt Agreement and the Junior Lien Debt Agreement.
“ DIP Consent Limit ” means, as of any date of determination, (a) the aggregate principal amount of Senior Lien Obligations outstanding immediately prior
to the commencement of an Insolvency or Liquidation Proceeding plus (b) DIP Financing in an aggregate principal amount not to exceed $40.0 million.
“ DIP Financing ” has the meaning assigned to such term in Section 6.01.
“Discharge of Senior Lien Obligations ” means, except to the extent otherwise expressly provided in Section 5.06 and Section 6.04,

(a) payment in full in cash of all Senior Lien Obligations (other than any indemnification obligations for which no claim has been asserted); and
(b) termination or expiration of all commitments, if any, to extend credit that would constitute Senior Lien Obligations.
“ Grantors ” means the Company and each of its Subsidiaries that has granted, or purported to grant, a security interest pursuant to any Collateral Document
to secure any Secured Obligations. The Grantors existing on the date hereof are listed on the signature pages hereto as Grantors.
“ Insolvency or Liquidation Proceeding ” means:
(1) any case commenced by or against any Grantor under any Bankruptcy Law, any other proceeding for the reorganization, recapitalization or adjustment
or marshalling of the assets or liabilities of any Grantor, any receivership or assignment for the benefit of creditors relating to any Grantor or any similar
case or proceeding relative to any Grantor or its creditors, as such, in each case whether or not voluntary;
(2) any liquidation, dissolution, marshalling of assets or liabilities or other winding up of or relating to any Grantor, in each case whether or not voluntary
and whether or not involving bankruptcy or insolvency; or
(3) any other proceeding of any type or nature in which substantially all claims of creditors of any Grantor are determined and any payment or distribution is
or may be made on account of such claims.
“ Junior Lien Collateral ” means any “Collateral” as defined in any Junior Lien Debt Document or any other assets of any Grantor with respect to which a
Lien is granted or purported to be granted pursuant to a Junior Lien Collateral Document as security for any Junior Lien Obligations.
“ Junior Lien Collateral Documents ” means the Junior Lien Security Agreement and the other “Security Documents” as defined in the Junior Lien Debt
Agreement.
“ Junior Lien Debt Agreement ” means that certain Credit Agreement, dated as of June 30, 2017 (as amended as of September 25, 2017, as amended as of
March 1, 2018 and as amended and waived as of the date of this Agreement), among the Grantors, the Junior Lien Representative and the lenders and issuing banks
party thereto from time to time.
“ Junior Lien Debt Documents ” means the Junior Lien Debt Agreement and the other related facility “Loan Documents” as defined in the Junior Lien Debt
Agreement.
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“ Junior Lien Enforcement Date ” means the date which is 180 days after the occurrence of both (i) an Event of Default (under and as defined in the Junior
Lien Debt Agreement) and (ii) the Senior Lien Representative’s receipt of written notice from the Junior Lien Representative that (x) an Event of Default (under and
as defined in the Junior Lien Debt Agreement) has occurred and is continuing and (y) the Junior Lien Obligations are currently due and payable in full (whether as a
result of acceleration thereof or otherwise).
“ Junior Lien Obligations ” means the “Obligations” as such term is defined in the Junior Lien Debt Agreement.
“ Junior Lien Purchase Date ” has the meaning assigned to such term in Section 5.07(b).
“ Junior Lien Purchase Event ” has the meaning assigned to such term in Section 5.07(a).
“ Junior Lien Purchase Notice ” has the meaning assigned to such term in Section 5.07(a).
“ Junior Lien Purchase Option ” has the meaning assigned to such term in Section 5.07(a).
“ Junior Lien Purchase Price ” has the meaning assigned to such term in Section 5.07(a).

“ Junior Lien Purchasers ” has the meaning assigned to such term in Section 5.07(a).
“ Junior Lien Representative ” has the meaning assigned to such term in the introductory paragraph of this Agreement and shall include any successor
administrative agent and collateral agent as provided in Article VIII of the Junior Lien Debt Agreement.
“ Junior Lien Secured Parties ” means “Secured Parties” as such term is defined in the Junior Lien Debt Agreement.
“ Junior Lien Security Agreement ” means the “Guarantee and Collateral Agreement” as such term is defined in the Junior Lien Debt Agreement.
“ Junior Priority Lien ” means the Liens on the Junior Lien Collateral in favor of Junior Lien Secured Parties under the Junior Lien Collateral Documents.
“ Officer’s Certificate ” has the meaning provided to such term in Section 8.08.
“ Pledged or Controlled Collateral ” has the meaning assigned to such term in Section 5.05(a).
“ Proceeds ” means the proceeds of any sale, collection or other liquidation of Shared Collateral and any payment or distribution made in respect of Shared
Collateral in an Insolvency or Liquidation Proceeding and/or any distributions received by any Senior Lien Secured Party or Junior Lien Secured Party on account of
its secured claims pursuant to a plan of reorganization or a plan of liquidation and any amounts received by the Senior Lien Representative or any other Senior Lien
Secured Party from a Junior Lien Secured Party in respect of Shared Collateral pursuant to this Agreement, and shall include all “proceeds,” as such term is defined
in the UCC.
“ Recovery ” has the meaning assigned to such term in Section 6.04.
“ Refinance ” means, in respect of any Indebtedness, to refinance, extend, exchange, renew, refund, repay, prepay, redeem, purchase, defease, retire,
restructure, amend, increase, modify, supplement or replace, or to issue other Indebtedness or enter alternative financing arrangements in exchange or replacement
for such Indebtedness, in whole or in part, including by adding or replacing lenders, creditors,
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agents, borrowers and/or guarantors, and including, in each case, but not limited to, after the original instrument giving rise to such Indebtedness has been terminated
and including, in each case, through any credit agreement, indenture or other agreement. “ Refinanced ” and “ Refinancing ” have correlative meanings.
“ Representatives ” means the Senior Lien Representative and the Junior Lien Representative.
“ Secured Obligations ” means the Senior Lien Obligations and the Junior Lien Obligations.
“ Secured Parties ” means the Senior Lien Secured Parties and the Junior Lien Secured Parties.
“ Senior Lien Collateral ” means any “Collateral” as defined in any Senior Lien Debt Document or any other assets of any Grantor with respect to which a
Lien is granted or purported to be granted pursuant to a Senior Lien Collateral Document as security for any Senior Lien Obligations.
“ Senior Lien Collateral Documents ” means the Senior Lien Security Agreement and the other “Security Documents” as defined in the Senior Lien Debt
Agreement.
“ Senior Lien Debt Agreement ” means the Credit Agreement, dated as of March 8, 2019, among the Grantors, the Senior Lien Representative and the
lenders party thereto from time to time.

“ Senior Lien Debt Documents ” means the Senior Lien Debt Agreement and the other “Loan Documents” as defined in the Senior Lien Debt Agreement.
“ Senior Lien Security Agreement ” means the “Guarantee and Collateral Agreement” as defined in the Senior Lien Debt Agreement.
“ Senior Lien Obligations ” means the “Obligations” as defined in the Senior Lien Debt Agreement.
“ Senior Lien Representative ” has the meaning assigned to such term in the introductory paragraph of this Agreement and shall include any successor
administrative agent and collateral agent as provided in Article VIII of the Senior Lien Debt Agreement.
“ Senior Lien Secured Parties ” means the “Secured Parties” as defined in the Senior Lien Debt Agreement.
“ Shared Collateral ” means, at any time, Collateral in which the Senior Lien Representative, on behalf of the Senior Lien Secured Parties, and the Junior
Lien Representative, on behalf of the Junior Lien Secured Parties, hold a security interest at such time (or are deemed pursuant to Article II to hold a security interest
therein).
“ Uniform Commercial Code ” or “ UCC ” means, unless otherwise specified, the Uniform Commercial Code as from time to time in effect in the State of
New York.
SECTION 1.02. Terms Generally . The definitions of terms herein shall apply equally to the singular and plural forms of the terms defined.
Whenever the context may require, any pronoun shall include the corresponding masculine, feminine and neuter forms. The words “include,” “includes” and
“including” shall be deemed to be followed by the phrase “without limitation.” The word “will” shall be construed to have the same meaning and effect as the word
“shall.” Unless the context requires otherwise, (i) any definition of or reference to any agreement, instrument or other document herein shall be construed as
referring to such agreement, instrument or other document as from time to time amended, restated,
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supplemented, waived or otherwise modified, in each case in accordance with the terms of this Agreement, (ii) any definition of or reference to any statute or
regulation herein shall be construed as referring to such statute or regulation as from time to time amended, supplemented or otherwise modified, (iii) any reference
herein to any Person shall be construed to include such Person’s permitted successors and permitted assigns, (iv) the words “herein,” “hereof” and “hereunder,” and
words of similar import, shall be construed to refer to this Agreement in its entirety and not to any particular provision hereof, (v) all references herein to Articles,
Sections and Annexes shall be construed to refer to Articles, Sections and Annexes of this Agreement, (vi) unless otherwise expressly qualified herein, the words
“asset” and “property” shall be construed to have the same meaning and effect and to refer to any and all tangible and intangible assets and properties, including
cash, securities, accounts and contract rights and (vii) the term “or” is not exclusive.

ARTICLE II
Priorities and Agreements with Respect to Shared Collateral
SECTION 2.01. Subordination . Notwithstanding the date, time, manner or order of filing or recordation of any document or instrument or grant,
attachment or perfection of any Liens granted to the Junior Lien Representative or any of the other Junior Lien Secured Parties on the Shared Collateral or of any
Liens granted to the Senior Lien Representative or any of the other Senior Lien Secured Parties on the Shared Collateral (or any actual or alleged defect in any of the
foregoing as a result of an avoidance action or otherwise) and notwithstanding any provision of the UCC, any applicable law, any Junior Lien Debt Document or any
Senior Lien Debt Document or any other circumstance whatsoever, the Junior Lien Representative, on behalf of itself and each of the other Junior Lien Secured
Parties, hereby agrees that (a) any and all Liens on the Shared Collateral securing any and all Senior Lien Obligations now or hereafter held by or on behalf of the
Senior Lien Representative or any of the other

Senior Lien Secured Parties or other agent or trustee therefor, regardless of how acquired, whether by grant, statute, operation of law, subrogation or otherwise, shall
have priority over and be senior in all respects and prior to any and all Liens on the Shared Collateral securing any and all Junior Lien Obligations and (b) any and all
Liens on the Shared Collateral securing any and all Junior Lien Obligations now or hereafter held by or on behalf of the Junior Lien Representative or any of the
other Junior Lien Secured Parties or other agent or trustee therefor, regardless of how acquired, whether by grant, statute, operation of law, subrogation or otherwise,
shall be junior and subordinate in all respects to any and all Liens on the Shared Collateral securing any and all Senior Lien Obligations. Any and all Liens on the
Shared Collateral securing (x) any and all Senior Lien Obligations shall be and remain senior in all respects and prior to any and all Liens on the Shared Collateral
securing any and all Junior Lien Obligations, and any and all Junior Lien Obligations shall be and remain junior and subordinate in all respects to any and all Liens
on the Shared Collateral securing any and all Senior Lien Obligations, in each case, for all purposes, whether or not such Liens securing any and all Senior Lien
Obligations are subordinated to any Lien securing any other obligation of any Grantor or any other Person or are otherwise subordinated, voided, avoided or
invalidated or have lapsed.
SECTION 2.02. Nature of Claims . The Junior Lien Representative, on behalf of itself and each other Junior Lien Secured Party, acknowledges that
(a) the terms of the Senior Lien Debt Documents and the Senior Lien Obligations may be amended, restated, supplemented, waived or otherwise modified from time
to time, and the Senior Lien Obligations, or a portion thereof, may be Refinanced from time to time, in each case subject to any limitations in Section 5.03(a) , and
(b) the aggregate amount of the Senior Lien Obligations may be increased, in each case without notice to or consent by the Junior Lien Representative or any other
Junior Lien Secured Party and without affecting the provisions hereof. As between the Grantors and the Junior Lien Secured Parties, the foregoing provisions will
not limit or otherwise affect the obligations of the Grantors contained in any Junior Lien Debt Document with respect to the incurrence of additional Senior Lien
Obligations. The Senior Lien Representative, on behalf of itself
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and each other Senior Lien Secured Party, acknowledges that (a) a portion of the Junior Lien Obligations is revolving in nature and that the amount thereof that may
be outstanding at any time or from time to time may be increased or reduced and subsequently reborrowed, (b) the terms of the Junior Lien Debt Documents and the
Junior Lien Obligations may be amended, restated, supplemented, waived or otherwise modified from time to time, and the Junior Lien Obligations, or a portion
thereof, may be Refinanced from time to time, in each case subject to any limitations set forth in Section 5.03(b) , and (c) the aggregate amount of the Junior Lien
Obligations may be increased, in each case without notice to or consent by the Senior Lien Representative or any other Senior Lien Secured Party and without
affecting the provisions hereof. The lien priorities provided for in Section 2.01 shall not be altered or otherwise affected by any amendment, supplement or other
modification, or any Refinancing, of either the Senior Lien Obligations or the Junior Lien Obligations, or any portion thereof. As between the Grantors and the
Senior Lien Secured Parties, the foregoing provisions will not limit or otherwise affect the obligations of the Grantors contained in any Senior Lien Debt Document
with respect to the incurrence of additional Junior Lien Obligations.
SECTION 2.03. Prohibition on Contesting Liens . (a) The Junior Lien Representative, for itself and on behalf of each of the other Junior Lien
Secured Parties, agrees that it shall not (and hereby waives any right to) contest or support any other Person in contesting, in any proceeding (including any
Insolvency or Liquidation Proceeding), the validity, extent, perfection, priority or enforceability of any Lien securing any Senior Lien Obligations held (or purported
to be held) by or on behalf of the Senior Lien Representative or any of the other Senior Lien Secured Parties or any other agent or trustee therefor in any Senior Lien
Collateral or the allowability of any claims asserted with respect to any Senior Lien Obligations in any proceeding (including any Insolvency or Liquidation
Proceeding) and (b) the Senior Lien Representative, for itself and on behalf of each of the other Senior Lien Secured Parties, agrees that it shall not (and hereby
waives any right to) contest or support any other Person in contesting, in any proceeding (including any Insolvency or Liquidation Proceeding), the validity, extent,
perfection, priority or enforceability of any Lien securing any Junior Lien Obligations held (or purported to be held) by or on behalf of the Junior Lien
Representative or any of the other Junior Lien Secured Parties or any other agent or trustee therefor in the Junior Lien Collateral or the allowability of any claims
(other than as expressly set forth clause (iii) of the last sentence of Section 6.03 ) asserted with respect to any Junior Lien Obligations in any proceeding (including
any Insolvency or Liquidation Proceeding). Notwithstanding the foregoing, no provision in this Agreement shall be

construed to prevent or impair the rights of the Senior Lien Representative to enforce this Agreement (including the priority of the Liens securing the Senior Lien
Obligations as provided in Section 2.01) or any of the Senior Lien Debt Documents.
SECTION 2.04. No New Liens . The parties hereto agree that, so long as the Discharge of Senior Lien Obligations has not occurred, (a) none of the
Grantors shall, nor shall any Grantor permit any of its Subsidiaries to, grant, permit or suffer to exist any Lien on any of its assets or properties to secure any Junior
Lien Obligation unless it has also granted, or concurrently therewith also grants, a Lien on such asset or property of such Grantor to secure the Senior Lien
Obligations; (b) none of the Grantors shall, nor shall any Grantor permit any of its Subsidiaries to, grant, permit or suffer to exist any Lien on any of its assets or
properties to secure any Senior Lien Obligation unless it has also granted, or concurrently therewith also grants, a Lien on such asset or property of such Grantor to
secure the Junior Lien Obligations; (c) if the Junior Lien Representative or any other Junior Lien Secured Party shall hold any Lien on any assets or property of any
Grantor securing any Junior Lien Obligations that are not also subject to the Liens securing all Senior Lien Obligations under the Senior Lien Collateral Documents,
the Junior Lien Representative or such Junior Lien Secured Party (i) shall notify the Senior Lien Representative promptly upon becoming aware thereof and, unless
such Grantor shall promptly also grant a similar Lien on such assets or property to the Senior Lien Representative as security for the Senior Lien Obligations, shall
assign such Lien to the Senior Lien Representative as security for all Senior Lien Obligations for the benefit of the Senior Lien Secured Parties (but may retain a
junior Lien on such assets or property subject to the terms
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hereof) and (ii) until such assignment or such grant of a similar Lien to the Senior Lien Representative, shall be deemed to hold and have held such Lien for the
benefit of the Senior Lien Representative and the other Senior Lien Secured Parties as security for the Senior Lien Obligations; and (d) if the Senior Lien
Representative or any other Senior Lien Secured Party shall hold any Lien on any assets or property of any Grantor securing any Senior Lien Obligations that are not
also subject to the Liens securing all Junior Lien Obligations under the Junior Lien Collateral Documents, the Senior Lien Representative or such Senior Lien
Secured Party (i) shall notify the Junior Lien Representative promptly upon becoming aware thereof and (ii) until such Grantor shall grant a similar Lien on such
assets or property to the Junior Lien Representative as security for the Junior Lien Obligations, shall be deemed to hold and have held such Lien for the benefit of the
Junior Lien Representative and the other Junior Lien Secured Parties as security for the Junior Lien Obligations. To the extent that the provisions of the immediately
preceding sentence are not complied with for any reason, without limiting any other right or remedy available to the Senior Lien Representative or any other Senior
Lien Secured Party, the Junior Lien Representative agrees, for itself and on behalf of the other Junior Lien Secured Parties, that any amounts received by or
distributed to any Junior Lien Secured Party pursuant to or as a result of any Lien granted or existing in contravention of this Section 2.04 shall be subject to Article
IV as though such asset were Shared Collateral.
SECTION 2.05. Perfection of Liens . Except for the limited agreements of the Junior Lien Representative pursuant to Section 2.04 and
Section 5.05, the Junior Lien Representative shall not be responsible for perfecting and maintaining the perfection of Liens with respect to the Shared Collateral for
the benefit of the Senior Lien Representative or any of the other Senior Lien Secured Parties. Except for the limited agreements of the Senior Lien Representative in
Section 2.04 and Section 5.05, the Senior Lien Representative shall not be responsible for perfecting and maintaining the perfection of Liens with respect to the
Shared Collateral for the benefit of the Junior Lien Representative or any of the other Junior Lien Secured Parties. The provisions of this Agreement are intended
solely to govern the respective Lien priorities as between the Senior Lien Secured Parties and the Junior Lien Secured Parties and shall not impose on the Senior
Lien Representative, or any of the other Senior Lien Secured Parties, or the Junior Lien Representative, or any of the other Junior Lien Secured Parties, or any agent
or trustee therefor any obligations in respect of the disposition of Proceeds of any Shared Collateral which would conflict with prior perfected claims therein in favor
of any other Person or any order or decree of any court or Governmental Authority or any applicable law.
SECTION 2.06. Certain Cash Collateral . Notwithstanding anything in this Agreement or any other Senior Lien Debt Documents or Junior Lien
Debt Documents to the contrary, collateral consisting of cash and cash equivalents pledged to secure the Junior Lien Obligations consisting of reimbursement
obligations in respect of Letters of Credit (as defined in the Junior Lien Debt Agreement) or otherwise held by the Junior Lien Representative

pursuant to Section 2.12(c), 2.13, 2.22 or 2.24 of the Junior Lien Debt Agreement (or any equivalent successor provision) shall be applied as specified in the Junior
Lien Agreement and will not constitute Shared Collateral.

ARTICLE III
Enforcement
SECTION 3.01. Exercise of Remedies .
(a) So long as the Discharge of Senior Lien Obligations has not occurred, whether or not any Insolvency or Liquidation Proceeding has been
commenced by or against any Grantor, (i) neither the Junior Lien Representative nor any other Junior Lien Secured Party will (x) exercise or seek to exercise any
rights or remedies (including setoff) with respect to any Shared Collateral in respect of any Junior Lien
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Obligations, or institute any action or proceeding with respect to such rights or remedies (including any action of foreclosure), (y) contest, protest or object to any
foreclosure proceeding or other action brought with respect to the Shared Collateral, the exercise of any right by the Senior Lien Representative or any Senior Lien
Secured Party (or any agent or sub-agent on their behalf) in respect of the Senior Lien Obligations under any lockbox agreement, control agreement, landlord waiver
or bailee’s letter or similar agreement or arrangement to which the Senior Lien Representative or any Senior Lien Secured Party either is a party or may have rights
as a third party beneficiary, or any other exercise by any such party of any rights and remedies relating to the Shared Collateral under the Senior Lien Debt
Documents, or (z) object to the forbearance by the Senior Lien Secured Parties from bringing or pursuing any foreclosure proceeding or action or any other exercise
of any rights or remedies relating to the Shared Collateral in respect of Senior Lien Obligations and (ii) the Senior Lien Representative and the Senior Lien Secured
Parties shall have the exclusive right to enforce rights, exercise remedies (including setoff and the right to credit bid their debt) and make determinations regarding
the release, disposition or restrictions with respect to the Shared Collateral without any consultation with or the consent of the Junior Lien Representative or any
other Junior Lien Secured Party; provided , however , that (A) in any Insolvency or Liquidation Proceeding commenced by or against any Grantor, the Junior Lien
Representative may file a claim, proof of claim or statement of interest with respect to the Junior Lien Obligations, (B) the Junior Lien Representative may take any
action (not adverse to the prior Liens on the Shared Collateral securing the Senior Lien Obligations or the rights of the Senior Lien Representative or the other Senior
Lien Secured Parties to exercise remedies in respect thereof) in order to create, prove, perfect, preserve or protect (but not enforce) its rights in, and perfection and
priority of its Lien on, the Shared Collateral, (C) the Junior Lien Representative and the other Junior Lien Secured Parties may exercise their rights and remedies as
unsecured creditors, to the extent provided in Section 5.04, (D) the Junior Lien Representative may make a claim for adequate protection, to the extent provided in
Section 6.03 , and the Junior Lien Secured Parties may file any responsive or defensive pleadings in opposition to any motion, claim, adversary proceeding or other
pleading made by any Person objecting to or otherwise seeking the disallowance of the claims or Liens of the Junior Lien Secured Parties or the avoidance of any
Junior Priority Lien to the extent not inconsistent with the terms of this Agreement, (E) any Junior Lien Secured Party may vote on any plan of reorganization or plan
of liquidation proposed in or in connection with any Insolvency or Liquidation Proceeding in accordance with Section 6.10(b) and (F) from and after the Junior Lien
Enforcement Date, the Junior Lien Representative may exercise or seek to exercise any rights or remedies (including setoff) with respect to any Shared Collateral in
respect of any Junior Lien Obligations, or institute any action or proceeding with respect to such rights or remedies (including any action of foreclosure), but only so
long as (1) the Senior Lien Representative has not commenced and is not diligently pursuing any enforcement action with respect to a material portion of the Shared
Collateral or (2) the Senior Lien Representative is not effectively stayed from enforcing rights and remedies with respect to any portion of the Shared Collateral for
any reason, including as a result of the commencement of an Insolvency or Liquidation Proceeding or otherwise. In exercising rights and remedies with respect to the
Senior Lien Collateral, the Senior Lien Representative and the other Senior Lien Secured Parties may enforce the provisions of the Senior Lien Debt Documents and
exercise remedies in accordance with the terms thereof, all in such order and in such manner as they may determine in the exercise of their sole discretion. Such
exercise and enforcement shall include the rights of an agent appointed by them to sell or otherwise dispose of Shared Collateral upon foreclosure, to incur expenses
in connection with such

sale or disposition and to exercise all the rights and remedies of a secured lender under the Uniform Commercial Code or any other applicable law of any applicable
jurisdiction and of a secured creditor under Bankruptcy Laws of any applicable jurisdiction.
(b) So long as the Discharge of Senior Lien Obligations has not occurred, except as expressly provided in the proviso to clause (ii) of
Section 3.01(a) but subject to Article IV , the Junior Lien Representative, on behalf of itself and each other Junior Lien Secured Party, agrees that it will not take or
receive any Shared Collateral or any Proceeds of Shared Collateral in connection with the exercise of any
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right or remedy (including setoff) with respect to any Shared Collateral in respect of Junior Lien Obligations or in connection with any Insolvency or Liquidation
Proceeding. Without limiting the generality of the foregoing, unless and until the Discharge of Senior Lien Obligations has occurred, except as expressly provided in
the proviso in clause (ii) of Section 3.01(a), the sole right of the Junior Lien Representative and the other Junior Lien Secured Parties with respect to the Shared
Collateral is to hold a Lien on the Shared Collateral in respect of Junior Lien Obligations pursuant to the Junior Lien Debt Documents for the period and to the extent
granted therein and to receive a share of the Proceeds thereof, if any, after the Discharge of Senior Lien Obligations has occurred.
(c) The Junior Lien Representative, for itself and on behalf of each Junior Lien Secured Party, (i) agrees that neither the Junior Lien Representative
nor any such Junior Lien Secured Party will take any action that would hinder any exercise of remedies undertaken by the Senior Lien Representative or any Senior
Lien Secured Party with respect to the Shared Collateral, including any sale, lease, exchange, transfer or other disposition of the Shared Collateral, whether by
foreclosure or otherwise, and (ii) hereby waives any and all rights it or any such Junior Lien Secured Party may have as a junior lien creditor or otherwise to object to
the manner in which the Senior Lien Representative or the Senior Lien Secured Parties seek to enforce or collect the Senior Lien Obligations or the Liens granted on
any of the Shared Collateral, regardless of whether any action or failure to act by or on behalf of the Senior Lien Representative or any other Senior Lien Secured
Party is adverse to the interests of the Junior Lien Secured Parties.
(d) The Junior Lien Representative hereby acknowledges and agrees that no covenant, agreement or restriction contained in any Junior Lien Debt
Document shall be deemed to restrict in any way the rights and remedies of the Senior Lien Representative or the Senior Lien Secured Parties with respect to the
Senior Lien Collateral as set forth in this Agreement and the Senior Lien Debt Documents.
(e) Until the Discharge of Senior Lien Obligations, except as expressly provided in clause (F) of the proviso in clause (ii) of Section 3.01(a), the
Senior Lien Representative shall have the exclusive right to exercise any right or remedy with respect to the Shared Collateral and shall have the exclusive right to
determine and direct the time, method and place for exercising such right or remedy or conducting any proceeding with respect thereto, in each case in accordance
with the terms of the Senior Lien Debt Documents. Following the Discharge of Senior Lien Obligations but subject to Section 6.04 , the Junior Lien Representative
(or any Person authorized by it) shall have the exclusive right to (x) exercise any right or remedy with respect to the Collateral and (y) to direct the time, method and
place of exercising or conducting any proceeding for the exercise of any right or remedy available to the Junior Lien Secured Parties with respect to the Collateral, or
of exercising or directing the exercise of any trust or power conferred on the Junior Lien Representative, or for the taking of any other action authorized by the Junior
Lien Collateral Documents.
SECTION 3.02. Cooperation . Subject to clause (F) of the proviso in clause (ii) of Section 3.01(a), the Junior Lien Representative, on behalf of
itself and each other Junior Lien Secured Party, agrees that, unless and until the Discharge of Senior Lien Obligations has occurred, it will not commence, or join
with any Person (other than the Senior Lien Secured Parties and the Senior Lien Representative upon the request of the Senior Lien Representative) in commencing,
any enforcement, collection, execution, levy or foreclosure action or proceeding with respect to any Lien held by it in the Shared Collateral under any of the Junior
Lien Debt Documents or otherwise in respect of the Junior Lien Obligations.

SECTION 3.03. Actions upon Breach . Should the Junior Lien Representative or any other Junior Lien Secured Party, contrary to this Agreement,
in any way take, attempt to take or threaten to take any action with respect to the Shared Collateral (including any attempt to realize upon or enforce any
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remedy with respect to this Agreement) or fail to take any action required by this Agreement, the Senior Lien Representative or any other Senior Lien Secured Party
(in its or their own name or in the name of any Grantor) may obtain relief against the Junior Lien Representative or such other Junior Lien Secured Party by
injunction, specific performance or other appropriate equitable relief. The Junior Lien Representative, on behalf of itself and each other Junior Lien Secured Party,
hereby (i) agrees that the Senior Lien Secured Parties’ damages from the actions of the Junior Lien Representative or any other Junior Lien Secured Party may at that
time be difficult to ascertain and may be irreparable and waives any defense that any Grantor or the Senior Lien Secured Parties cannot demonstrate damage or be
made whole by the awarding of damages and (ii) irrevocably waives any defense based on the adequacy of a remedy at law and any other defense that might be
asserted to bar the remedy of specific performance in any action that may be brought by the Senior Lien Representative or any other Senior Lien Secured Party.

ARTICLE IV
Payments
SECTION 4.01. Application of Proceeds . So long as the Discharge of Senior Lien Obligations has not occurred and regardless of whether an
Insolvency or Liquidation Proceeding has been commenced, the Shared Collateral or Proceeds thereof received in connection with the sale or other disposition of, or
collection on, such Shared Collateral upon the exercise of remedies or in connection with any Insolvency or Liquidation Proceeding shall be applied by the Senior
Lien Representative to the Senior Lien Obligations in such order as specified in the Senior Lien Debt Documents until the Discharge of Senior Lien Obligations has
occurred. Upon the Discharge of Senior Lien Obligations, the Senior Lien Representative shall deliver promptly to the Junior Lien Representative any Shared
Collateral or Proceeds thereof held by it in the same form as received, with any necessary endorsements, or as a court of competent jurisdiction may otherwise direct,
to be applied by the Junior Lien Representative to the Junior Lien Obligations in such order as specified in the relevant Junior Lien Debt Documents.
SECTION 4.02. Payments Over . So long as the Discharge of Senior Lien Obligations has not occurred, any Shared Collateral or Proceeds thereof
received by the Junior Lien Representative or any other Junior Lien Secured Party in connection with the exercise of any right or remedy (including setoff) relating
to the Shared Collateral or in connection with any Insolvency or Liquidation Proceeding (including any distributions received by the Junior Lien Representative or
any other Junior Lien Secured Party on account of its secured claims pursuant to any plan of reorganization or plan of liquidation) shall be segregated and held in
trust for the benefit of and forthwith paid over to the Senior Lien Representative for the benefit of the Senior Lien Secured Parties in the same form as received, with
any necessary endorsements, or as a court of competent jurisdiction may otherwise direct. The Senior Lien Representative is hereby authorized to make any such
endorsements as agent for the Junior Lien Representative or any such other Junior Lien Secured Party. This authorization is coupled with an interest and is
irrevocable.

ARTICLE V
Other Agreements
SECTION 5.01. Releases .
(a) The Junior Lien Representative, for itself and on behalf of each Junior Lien Secured Party, agrees that, in the event of a sale, transfer or other
disposition of any specified item of Shared Collateral (i) in connection with the exercise of remedies in respect of Collateral by the Senior Lien Representative or
(ii) if not in connection with the exercise of remedies in respect of Collateral by the Senior
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Lien Representative, so long as such sale, transfer or other disposition is permitted by the terms of the Junior Lien Debt Documents and the Senior Lien Debt
Documents and, in the case of each of the foregoing clauses (i) and (ii), the Liens granted to the Junior Lien Representative and the Junior Lien Secured Parties upon
such Shared Collateral (but not on the Proceeds thereof that were not applied to the payment of Senior Lien Obligations) to secure Junior Lien Obligations shall
terminate and be released, automatically and without any further action, concurrently with the termination and release of all Liens granted upon such Shared
Collateral to secure Senior Lien Obligations. Upon delivery to the Junior Lien Representative of an Officer’s Certificate stating that any such termination and release
of Liens securing the Senior Lien Obligations has become effective (or shall become effective concurrently with such termination and release of the Liens granted to
the Junior Lien Secured Parties and the Junior Lien Representative) and any necessary or proper instruments of termination or release prepared by any Grantor, such
Junior Lien Representative will promptly execute, deliver or acknowledge, at such Grantor’s sole cost and expense and without any representation or warranty, such
instruments to evidence such termination and release of the Liens.
(b) The Junior Lien Representative, for itself and on behalf of each Junior Lien Secured Party, hereby irrevocably constitutes and appoints the
Senior Lien Representative and any officer or agent of the Senior Lien Representative, with full power of substitution, as its true and lawful attorney-in-fact with full
irrevocable power and authority in the place and stead of such Junior Lien Representative or such Junior Lien Secured Party or in the Senior Lien Representative’s
own name, from time to time in the Senior Lien Representative’s discretion, for the purpose of carrying out the terms of Section 5.01(a), to take any and all
appropriate action and to execute any and all documents and instruments that may be necessary or desirable to accomplish the purposes of Section 5.01(a), including
any termination statements, endorsements or other instruments of transfer or release.
(c) Notwithstanding anything to the contrary in any Junior Lien Collateral Document, in the event the terms of a Senior Lien Collateral Document
and a Junior Lien Collateral Document each require any Grantor (i) to make payment in respect of any item of Shared Collateral, (ii) to deliver or afford control over
any item of Shared Collateral to, or deposit any item of Shared Collateral with, (iii) to register ownership of any item of Shared Collateral in the name of or make an
assignment of ownership of any Shared Collateral or the rights thereunder to, (iv) cause any securities intermediary, commodity intermediary or other Person acting
in a similar capacity to agree to comply, in respect of any item of Shared Collateral, with instructions or orders from, or to treat, in respect of any item of Shared
Collateral, as the entitlement holder, (v) hold any item of Shared Collateral in trust for (to the extent such item of Shared Collateral cannot be held in trust for
multiple parties under applicable law), (vi) obtain the agreement of a bailee or other third party to hold any item of Shared Collateral for the benefit of or subject to
the control of or, in respect of any item of Shared Collateral, to follow the instructions of or (vii) obtain the agreement of a landlord with respect to access to leased
premises where any item of Shared Collateral is located or waivers or subordination of rights with respect to any item of Shared Collateral in favor of, in any case,
both the Senior Lien Representative and the Junior Lien Representative or Junior Lien Secured Party, such Grantor may, until the applicable Discharge of Senior
Lien Obligations has occurred, comply with such requirement under the applicable Junior Lien Collateral Document as it relates to such Shared Collateral by taking
any of the actions set forth above only with respect to, or in favor of, the Senior Lien Representative.
SECTION 5.02. Insurance and Condemnation Awards . Unless and until the Discharge of Senior Lien Obligations has occurred, the Senior Lien
Representative and the Senior Lien Secured Parties shall have the sole and exclusive right, subject to the rights of the Grantors under the Senior Lien Debt
Documents (including Section 2.13 of the Senior Lien Debt Agreement), (a) to be named as additional insured, loss payee and lender loss payee under any insurance
policies maintained from time to time by any Grantor, (b) to adjust settlement for any insurance policy covering the Shared Collateral in the event of any
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loss thereunder and (c) to approve any award granted in any condemnation or similar proceeding affecting the Shared Collateral. Unless and until the Discharge of
Senior Lien Obligations has occurred but subject to the rights of the Grantors under the Senior Lien Debt Documents (including Section 2.13 of the Senior Lien Debt
Agreement), all proceeds of any such policy and any such award, if in respect of the Shared Collateral, shall be paid (i) first, prior to the occurrence of the Discharge
of Senior Lien Obligations, to the Senior Lien Representative for the benefit of

Senior Lien Secured Parties pursuant to the terms of the Senior Lien Debt Documents, (ii) second, after the occurrence of the Discharge of Senior Lien Obligations,
to the Junior Lien Representative for the benefit of the Junior Lien Secured Parties pursuant to the terms of the applicable Junior Lien Debt Documents and
(iii) third, if no Junior Lien Obligations are outstanding, to the owner of the subject property, such other Person as may be entitled thereto or as a court of competent
jurisdiction may otherwise direct. If the Junior Lien Representative or any Junior Lien Secured Party shall, at any time, receive any proceeds of any such insurance
policy or any such award in contravention of this Agreement, it shall pay such proceeds over to the Senior Lien Representative in accordance with the terms of
Section 4.02.
SECTION 5.03. Amendments to Debt Documents .
(a) The Senior Lien Debt Documents may be amended, restated, supplemented, waived or otherwise modified in accordance with their terms, and
the Indebtedness under the Senior Lien Debt Documents may be Refinanced, in each case, without the consent of any Junior Lien Secured Party; provided that no
such amendment, restatement, supplement, modification, waiver or Refinancing shall, without the consent of the Junior Lien Representative (or, in the case of clause
(v) of this proviso, the written consent of the requisite number of Junior Lien Secured Parties set forth therein), (i) prohibit the payment of principal or interest or
premium or fees or expenses under the Junior Lien Debt Documents when due, (ii) add or make more restrictive on any Grantor any event of default or any covenant
with respect to the Senior Lien Obligations or make any change to any event of default or any covenant which would have the effect of making such event of default
or covenant materially more restrictive on the Grantors (taken as a whole) unless a corresponding amendment to any comparable provision of the Junior Lien Debt
Documents is offered to the Junior Lien Secured Parties, (iii) add, amend, restate, supplement or otherwise modify (in an adverse way) any restrictions on any
Grantor’s ability to make any voluntary or mandatory payment under any Junior Lien Debt Document, (iv) increase the interest rate margin applicable to the Senior
Lien Obligations by more than 5.00% per annum, excluding (A) the accrual of interest during the continuance of a default or an event of default, or amounts owed
under the Senior Lien Debt Agreement as a result of the imposition of the “default” interest as more further provided in Section 2.07 of the Senior Lien Debt
Agreement (as in effect on the date hereof) or payable under any corresponding provision applicable to any Refinancing of the Senior Lien Debt Agreement not in
excess of such rate, and (B) for the avoidance of doubt, (x) any increase in the underlying reference rate and/or (y) any amendment, waiver or consent related to fees
payable in the event of an amendment, waiver or consent and any arrangement, commitment and upfront fees and original issue discount, or (v) extend the stated
maturity date of the Senior Lien Obligations as in effect on the date hereof (A) by more than 120 days but to no later than March 31, 2021, unless consented to in
writing by lenders under the Junior Lien Debt Agreement holding not less than 66-2/3% of outstanding Loans (as defined in the Junior Lien Debt Agreement) and
unfunded Revolving Credit Commitments (as defined in the Junior Lien Debt Agreement) in the aggregate or (B) to a date later than March 31, 2021, unless
consented to in writing by lenders under the Junior Lien Debt Agreement holding not less than a majority of outstanding Term Loans (as defined in the Junior Lien
Debt Agreement) and lenders under the Junior Lien Debt Agreement holding not less than a majority of Revolving Credit Commitments (as defined in the Junior
Lien Debt Agreement) then in-effect.
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(b) The Junior Lien Debt Documents may be amended, restated, supplemented, waived or otherwise modified in accordance with their terms, and
the Indebtedness under the Junior Lien Debt Documents may be Refinanced, in each case, without the consent of any Senior Lien Secured Party; provided that no
such amendment, restatement, supplement, modification, waiver or Refinancing shall, without the consent of the Senior Lien Representative: (i) prohibit the payment
of principal or interest or premium or make-whole payment or fees or expenses under the Senior Lien Debt Documents when due; (ii) add or make more restrictive
on any Grantor any event of default or any covenant with respect to the Junior Lien Obligations or make any change to any event of default or any covenant which
would have the effect of making such event of default or covenant materially more restrictive on the Grantors (taken as a whole) unless a corresponding amendment
to any comparable provision of the Senior Lien Debt Documents is offered to the Senior Lien Secured Parties; (iii) change the scheduled maturity of the Junior Lien
Debt Agreement to a date that is earlier than the scheduled maturity of the Junior Lien Debt Agreement as in effect on the date hereof; (iv) add, amend, restate,
supplement or otherwise modify (in an adverse way) any restrictions on any Grantor’s ability to make any voluntary or mandatory payment under any Senior Lien
Debt

Document; or (v) amend, restate, supplement, waive or otherwise modify Section 2.13(h) of the Junior Lien Debt Agreement.
(c) In the event that the Senior Lien Representative or the other Senior Lien Secured Parties enter into any amendment, restatement, supplement,
modification, waiver or consent in respect of any of the Senior Lien Collateral Documents for the purpose of adding to or deleting from, or waiving or consenting to
any departures from any provisions of, any Senior Lien Collateral Document or changing in any manner the rights of the Senior Lien Representative, the Senior Lien
Secured Parties or any Grantor thereunder (including the release of any Liens in Senior Lien Collateral) in a manner that is applicable to the Senior Lien Obligations,
then such amendment, restatement, supplement, modification, waiver or consent shall apply automatically to any comparable provision of each comparable Junior
Lien Collateral Document without the consent of the Junior Lien Representative or any Junior Lien Secured Party and without any action by the Junior Lien
Representative or any other Junior Lien Secured Party or any Grantor; provided , however , that no such amendment, restatement, supplement, modification, waiver
or consent shall (i) remove assets subject to the Lien of any Junior Lien Collateral Document except as provided for in Section 5.01(a) or (ii) impose duties that are
adverse to the Junior Lien Representative without its prior written consent. The Grantors shall provide written notice of such amendment, restatement, supplement,
modification, waiver or consent to the Junior Lien Representative within 5 Business Days after the effectiveness of such amendment, restatement, supplement,
modification, waiver or consent (although the failure to give any such notice shall in no way affect the effectiveness of such amendment, restatement, supplement,
modification, waiver or consent or the effect or operation of this Section 5.03(c)) .
(d) The Grantors agree to deliver to each of the Senior Lien Representative and the Junior Lien Representative copies of (i) any amendments,
restatements, supplements, waivers or other modifications to the Senior Lien Debt Documents or the Junior Lien Debt Documents and (ii) any new Senior Lien Debt
Documents or Junior Lien Debt Documents promptly after effectiveness thereof.
SECTION 5.04. Rights as Unsecured Creditors . The Junior Lien Representative and the Junior Lien Secured Parties may exercise rights and
remedies as unsecured creditors against any Grantor in accordance with the terms of the Junior Lien Debt Documents and applicable law so long as such rights and
remedies do not violate, or are not otherwise inconsistent with, any express provision of this Agreement. Subject to Section 4.02 and Section 6.03 , nothing in this
Agreement shall prohibit the receipt by the Junior Lien Representative or any other Junior Lien Secured Party of the required payments of principal, premium, makewhole payment, interest (including paid in-kind interest), fees and other amounts due under the Junior Lien Debt Documents so long as such receipt is not the direct
or indirect result of the exercise by the Junior Lien Representative or any other Junior Lien Secured Party of rights or remedies as a secured creditor in respect of
Shared Collateral. In the event the Junior Lien Representative or any other Junior Lien Secured Party becomes a judgment lien creditor in respect of Shared
Collateral as a result of its enforcement of its
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rights as an unsecured creditor in respect of Junior Lien Obligations, such judgment lien shall be subordinated to the Liens securing Senior Lien Obligations on the
same basis as the other Liens securing the Junior Lien Obligations are so subordinated to such Liens securing Senior Lien Obligations under this Agreement.
Nothing in this Agreement shall impair or otherwise adversely affect any rights or remedies the Senior Lien Representative or the Senior Lien Secured Parties may
have with respect to the Senior Lien Collateral.
SECTION 5.05. Gratuitous Bailee for Perfection .
(a) Each of the Senior Lien Representative (for and on behalf of itself and the other Senior Lien Secured Parties) and the Junior Lien Representative
(for and on behalf of itself and the other Junior Lien Secured Parties) acknowledges and agrees that if it shall at any time hold a Lien securing, in the case of the
Senior Lien Representative, any Senior Lien Obligations, and, in the case of the Junior Lien Representative, any Junior Lien Obligations, in each case, on any Shared
Collateral that can be perfected by the possession or control of such Shared Collateral or of any account in which such Shared Collateral is held, and if such Shared
Collateral or any such account is in fact in the possession or under the control of the Senior Lien Representative or the Junior Lien Representative, as applicable, or
of agents or bailees of such Person (such Shared Collateral being referred to herein

as the “ Pledged or Controlled Collateral ”), or if it shall at any time obtain any landlord waiver or bailee’s letter or any similar agreement or arrangement granting it
rights or access to Shared Collateral, or with respect to any Shared Collateral subject to any other arrangement set forth in Section 5.01(d), each of the Senior Lien
Representative and the Junior Lien Representative, as applicable, shall also hold such Pledged or Controlled Collateral, or take such actions with respect to such
landlord waiver, bailee’s letter or similar agreement or arrangement, for the benefit of and on behalf of, and as sub-agent and gratuitous bailee for, in the case of the
Senior Lien Representative holding Pledged or Controlled Collateral, the Junior Lien Representative, and, in the case of the Junior Lien Representative holding
Pledged or Controlled Collateral, the Senior Lien Representative (the foregoing being intended, among other things, to satisfy the requirements of Sections 8-106(d)
(3), 8-301(a)(2), 9-104(a)(5) and 9-313(h) of the UCC), in each case solely for the purpose of perfecting the Liens granted under the Junior Lien Collateral
Documents or the Senior Lien Collateral Documents, as applicable, and, in each case, subject to the terms and conditions of this Section 5.05.
(b) In the event that either the Senior Lien Representative or the Junior Lien Representative (or any of their respective agents or bailees) has Lien
filings against Intellectual Property and/or real property interests that is part of the Shared Collateral that are necessary for the perfection of Liens in such Shared
Collateral, each of the Senior Lien Representative and the Junior Lien Representative agrees to hold such Liens as sub-agent and gratuitous bailee for, in the case of
such Liens held by the Senior Lien Representative, the Junior Lien Representative and any assignee thereof, and, in the case of such Liens held by the Junior Lien
Representative, the Senior Lien Representative and any assignee thereof, in each case, solely for the purpose of perfecting the security interest granted in such Liens
pursuant to the Junior Lien Collateral Documents or the Senior Lien Collateral Documents, as applicable, subject to the terms and conditions of this Section 5.05.
(c) Except as otherwise specifically provided herein, until the Discharge of Senior Lien Obligations has occurred, the Senior Lien Representative
and the other Senior Lien Secured Parties shall be entitled to deal with the Pledged or Controlled Collateral in accordance with the terms of the Senior Lien Debt
Documents as if the Liens under the Junior Lien Collateral Documents did not exist. The rights of the Junior Lien Representative and the other Junior Lien Secured
Parties with respect to the Pledged or Controlled Collateral shall at all times be subject to the terms of this Agreement.
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(d) None of the Senior Lien Representative, the other Senior Lien Secured Parties, the Junior Lien Representative or the other Junior Lien Secured
Parties, as applicable, shall have any obligation whatsoever to the others to assure that any of the Pledged or Controlled Collateral is genuine or owned by the
Grantors or to protect or preserve rights or benefits of any Person or any rights pertaining to the Shared Collateral, except as expressly set forth in this Section 5.05.
The duties or responsibilities of the Senior Lien Representative and the Junior Lien Representative under this Section 5.05 shall be limited solely to holding or
controlling the Shared Collateral and the related Liens referred to in paragraphs (a) and (b) of this Section 5.05 as sub-agent and gratuitous bailee for the Junior Lien
Representative or the Senior Lien Representative, as applicable, for purposes of perfecting the Lien held by the Junior Lien Representative or the Senior Lien
Representative, as applicable.
(e) The Senior Lien Representative shall not have by reason of the Junior Lien Collateral Documents or this Agreement, or any other document, a
fiduciary relationship in respect of the Junior Lien Representative or any other Junior Lien Secured Party, and the Junior Lien Representative, for itself and on behalf
of each other Junior Lien Secured Party, hereby waives and releases the Senior Lien Representative from all claims and liabilities arising pursuant to the Senior Lien
Representative role under this Section 5.05 as sub-agent and gratuitous bailee with respect to the Shared Collateral. The Junior Lien Representative shall not have by
reason of the Senior Lien Collateral Documents or this Agreement, or any other document, a fiduciary relationship in respect of the Senior Lien Representative or
any other Senior Lien Secured Party, and the Senior Lien Representative, for itself and on behalf of each other Senior Lien Secured Party, hereby waives and
releases the Junior Lien Representative from all claims and liabilities arising pursuant to the Junior Lien Representative role under this Section 5.05 as sub-agent and
gratuitous bailee with respect to the Shared Collateral.
(f) Upon the Discharge of Senior Lien Obligations, the Senior Lien Representative shall, at the Grantors’ sole cost and expense, (i) (A) deliver to
the Junior Lien Representative, to the extent that it is legally

permitted to do so and as the Grantors or the Junior Lien Representative may direct, all Shared Collateral, including all Proceeds thereof, held or controlled by the
Senior Lien Representative or any of its agents or bailees, including the transfer of possession and control, as applicable, of the Pledged or Controlled Collateral,
together with any necessary endorsements and notices to depositary banks, securities intermediaries and commodities intermediaries, and assign to the Junior Lien
Representative, to the extent that it is legally permitted to do so and as the Grantors or the Junior Lien Representative may direct, its rights under any landlord waiver
or bailee’s letter or any similar agreement or arrangement granting it rights or access to Shared Collateral, (B) if not legally permitted or no direction is given and if
prior to discharge of the Junior Lien Obligations, deliver such Shared Collateral and assign its rights in respect thereof as a court of competent jurisdiction may
otherwise direct or (C) if the Junior Lien Obligations have been discharged, deliver such Shared Collateral to the Grantors and terminate its rights therein as directed
by the Grantors; (ii) notify any applicable insurance carrier that it is no longer entitled to be an additional lender loss payee or additional loss payee or additional
insured under the insurance policies of any Grantor issued by such insurance carrier; and (iii) notify any Governmental Authority involved in any condemnation or
similar proceeding involving any Grantor that the Junior Lien Representative is entitled to approve any awards granted in such proceeding. Each Grantor shall take
such further action as is required to effectuate the transfer contemplated hereby. The Senior Lien Representative has no obligation to follow instructions from the
Junior Lien Representative or any other Junior Lien Secured Party in contravention of this Agreement.
(g) None of the Senior Lien Representative nor any of the other Senior Lien Secured Parties shall be required to marshal any present or future
collateral security for any obligations of any Grantor to the Senior Lien Representative or any other Senior Lien Secured Party or any assurance of payment in
respect thereof, or to resort to such collateral security or other assurances of payment in any particular order, and all of their rights in respect of such collateral
security or any assurance of payment in respect thereof shall be cumulative and in addition to all other rights, however existing or arising.
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SECTION 5.06. When Discharge of Senior Lien Obligations Deemed To Not Have Occurred . If, at any time substantially concurrently with or
after the Discharge of Senior Lien Obligations has occurred, any Grantor consummates any Refinancing or incurs any Senior Lien Obligations permitted under the
Junior Lien Debt Documents (other than in respect of the payment of indemnities surviving the Discharge of Senior Lien Obligations), then such Discharge of Senior
Lien Obligations shall automatically be deemed not to have occurred for all purposes of this Agreement (other than with respect to any actions taken prior to the date
of such designation as a result of the occurrence of such first Discharge of Senior Lien Obligations) and the applicable agreement governing such Senior Lien
Obligations shall automatically be treated as a Senior Lien Debt Document for all purposes of this Agreement, including for purposes of the Lien priorities and rights
in respect of Shared Collateral set forth herein and the agent, representative or trustee for the holders of such Senior Lien Obligations shall be the Senior Lien
Representative for all purposes of this Agreement; provided that the new Senior Lien Representative shall have become a party to this Agreement pursuant to
Section 8.09. Upon receipt of notice of such incurrence (including the identity of the new Senior Lien Representative), the Junior Lien Representative shall promptly
(a) enter into such documents and agreements (at the expense of the Grantors), including amendments, restatements, supplements or other modifications to this
Agreement, as the Grantors or such new Senior Lien Representative shall reasonably request in writing in order to provide the new Senior Lien Representative the
rights of the Senior Lien Representative contemplated hereby and (b) deliver to such new Senior Lien Representative, to the extent that it is legally permitted to do
so, all Shared Collateral, including all Proceeds thereof, held or controlled by such Junior Lien Representative or any of its agents or bailees, including the transfer of
possession and control, as applicable, of the Pledged or Controlled Collateral, together with any necessary endorsements and notices to depositary banks, securities
intermediaries and commodities intermediaries, and assign to such new Senior Lien Representative, to the extent that it is legally permitted to do so, its rights under
any landlord waiver or bailee’s letter or any similar agreement or arrangement granting it rights or access to Shared Collateral.
SECTION 5.07. Purchase Right .
(a) Without prejudice to the enforcement of the rights and remedies of the Senior Lien Secured Parties, the Senior Lien Secured Parties agree that at
any time from and after (i) the Junior Lien Enforcement Date, (ii) the acceleration of the Senior Lien Obligations in accordance with the terms of the Senior Lien
Debt Agreement or

(iii) the commencement of an Insolvency or Liquidation Proceeding (each, a “ Junior Lien Purchase Event ”), and so long as such Junior Lien Purchase Event has
occurred and is continuing, one or more of the Junior Lien Secured Parties may request, and the Senior Lien Secured Parties hereby offer the Junior Lien Secured
Parties the option, to purchase all (but not less than all) of the aggregate principal amount of outstanding Senior Lien Obligations at par, plus any premium that
would be applicable upon prepayment of the Senior Lien Obligations, and all accrued and unpaid interest and fees, in each case, calculated as of the Junior Lien
Purchase Date (as defined below) in accordance with Section 5.07(c) (such purchase option, the “ Junior Lien Purchase Option ” and the amount of consideration
payable in respect thereof, the “Junior Lien Purchase Price ”); provided , that, such Junior Lien Purchase Option shall expire unless one or more Junior Lien Secured
Parties elect to exercise such Junior Lien Purchase Option and commit to consummate purchase contemplated thereby (such committing Junior Lien Secured Parties,
the “ Junior Lien Purchasers ”) by delivering a written notice (a “ Junior Lien Purchase Notice ”) to the Senior Lien Representative (with a copy to the Borrower)
within 60 calendar days of the occurrence of such Junior Lien Purchase Event, which Junior Lien Purchase Notice shall (A) state that it is an irrevocable Junior Lien
Purchase Notice delivered pursuant to Section 5.07 of this Agreement and be signed by the Junior Lien Purchasers and (B) indicate the percentage of the Senior Lien
Obligations to be purchased by each Junior
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Lien Purchaser (which aggregate commitments must add up to 100% of the outstanding Senior Lien Obligations, including any premium (including the Exit
Payment) that would be applicable upon prepayment of the Senior Lien Obligations, and accrued and unpaid interest and fees, in each case, calculated in accordance
with Section 5.07(c)) .
(b) If the Junior Lien Purchase Option is exercised, the Junior Lien Purchasers shall endeavor to close such purchase promptly but, in any event,
within then 10 Business Days after delivery of the Junior Lien Purchase Notice in accordance with Section 5.07(a) (the effective date of such purchase and sale, the “
Junior Lien Purchase Date ”). The Junior Lien Purchase Option shall be exercised pursuant to documentation mutually acceptable to each of the Senior Lien
Representative and the Junior Lien Representative. If such Junior Lien Purchase Event is no longer continuing and none of the Junior Lien Secured Parties exercise
the Junior Lien Purchase Option, the Senior Lien Secured Parties shall have no further obligations pursuant to this Section 3.05 for such Junior Lien Purchase Event.
The Senior Lien Secured Parties may take any actions in their sole discretion in accordance with the Senior Lien Debt Documents and this Agreement,
notwithstanding the delivery of a Junior Lien Purchase Notice and until the consummation of such purchase. In the event of any dispute among Junior Lien Secured
Parties in respect of such Junior Lien Purchase Event or the allocation of the Senior Lien Obligations among the Junior Lien Secured Parties upon consummation
thereof, the Senior Lien Secured Parties shall not be obligated to act pursuant to this Section 3.05 unless provided an instruction by the Junior Lien Representative
and the Senior Lien Representative, and each Senior Lien Secured Party shall be deemed to have performed its obligations pursuant to this Section 3.05 if it acts in
accordance with such instruction.
(c) On the Junior Lien Purchase Date, the Junior Lien Purchasers shall, pursuant to documentation in form and substance reasonably satisfactory to
the Senior Lien Representative and the Junior Lien Representative, (i) pay to the Senior Lien Secured Parties as the full amount of the Junior Lien Purchase Price, in
cash, (ii) provide to the Senior Lien Representative and the other Senior Lien Secured Parties arrangements reasonably satisfactory to the Senior Lien Representative
ensuring reimbursement for any loss, cost, damage or expense (including reasonable attorneys’ fees and legal expenses) in connection with any commissions, fees,
costs or expenses related to any checks or other payments provisionally credited to the Senior Lien Obligations, and/or as to which the Senior Lien Representative or
any other Senior Lien Secured Party has not yet received final payment and (iii) agree to reimburse the Senior Lien Representative and the Senior Lien Secured
Parties in respect of indemnification obligations of the Grantors under the Senior Lien Debt Documents. Such Junior Lien Purchase Price shall be remitted by wire
transfer to such bank account of the Senior Lien Representative for the ratable account of the Senior Lien Secured Parties, as the Senior Lien Representative may
designate in writing to the Junior Lien Representative for such purpose. The portion of the Junior Lien Purchase Price constituting accrued and unpaid interest shall
be calculated to (x) but excluding the Junior Lien Purchase Date, if the amounts so paid by the Junior Lien Purchasers to the bank account designated by the Senior
Lien Representative are received in such bank account prior to 12:00 p.m. New York City time and (y) and including the Junior Lien Purchase Date, if the amounts
so paid by the Junior Lien Purchasers to the bank account designated by the Senior Lien Representative are received in such bank account later than 12:00 p.m. New
York City time on such Business Day.

(d) Such purchase shall be expressly made without recourse, representation or warranty of any kind by the Senior Lien Representative or any other
Senior Lien Secured Party as to the Senior Lien Obligations owed to such person or otherwise, except such representations and warranties as are required to be made
pursuant to the Assignment and Acceptance (as such term is defined in the Senior Line Debt Agreement), which shall include: (i) the amount of the Senior Lien
Obligations being sold by the applicable Senior Lien Secured Party, (ii) that such Senior Lien Secured Party has not created any Lien on any Senior Lien Obligation
being sold by it that is not removed upon the sale and (iii) that such Senior Lien Secured Party has the right to assign Senior Lien Obligations being assigned by it
and its assignment is duly authorized.
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ARTICLE VI
Insolvency or Liquidation Proceedings.
SECTION 6.01. Financing and Sale Issues . Until the Discharge of Senior Lien Obligations has occurred, if any Grantor shall be subject to any
Insolvency or Liquidation Proceeding and the Senior Lien Representative or any other Senior Lien Secured Party shall desire to consent (or not object) to the sale,
use or lease of cash or other Collateral under Section 363 of the Bankruptcy Code or any other provision of any other Bankruptcy Law, or to consent (or not object)
to any Grantor’s obtaining financing under Section 364 of the Bankruptcy Code or any other provision of any other Bankruptcy Law (“ DIP Financing ”), then the
Junior Lien Representative, for itself and on behalf of each other Junior Lien Secured Party, agrees that (a) it will raise no objection to and will not otherwise contest
directly or indirectly any such sale, use or lease of such cash or other collateral or DIP Financing if it complies with the DIP Financing Conditions below, including
any proposed orders for such collateral use and/or DIP Financing which are acceptable to the Senior Lien Representative, unless the Senior Lien Representative or
any other Senior Lien Secured Party shall oppose or object to such sale, use or lease of cash or other collateral and/or such DIP Financing (in which case neither the
Junior Lien Representative nor any other Junior Lien Secured Party shall seek any relief in connection with any of the foregoing that is inconsistent with the relief
being sought by the Senior Lien Secured Parties); provided that (a) (i) the aggregate principal amount of such DIP Financing, together with the Senior Lien
Obligations representing principal outstanding under the Senior Lien Debt Documents (or otherwise refinanced with or “rolled up” by the DIP Financing), does not
exceed the DIP Consent Limit, (ii) such DIP Financing or cash collateral order (A) does not compel any Grantor to seek confirmation of a specific plan of
reorganization for which all or substantially all of the material terms are set forth in such DIP Financing documentation or a the DIP Financing order or (B) does not
require the sale or other liquidation of a material portion of the Shared Collateral prior to a default under such DIP Financing documentation or cash collateral order
(but may include sale or plan milestones providing for the sale or reorganization of each Grantor’s business as a going concern that are intended to cause the
applicable Grantor to consummate such sale or reorganization as soon as practicable after the commencement of the Insolvency or Liquidation Proceeding); provided
that the foregoing shall not limit the ability of the terms of such DIP Financing or cash collateral order to require that it will be an event of default if a plan of
reorganization or plan of liquidation is filed that does not provide for the Discharge of Senior Lien Obligations by no later than the effective date thereof, and (iii) the
Liens securing such DIP Financing shall be senior to or pari passu with the Liens of the Senior Lien Representative on the Shared Collateral securing the then
outstanding Senior Lien Obligations (collectively, the “ DIP Financing Conditions ”); (b) except to the extent permitted by Section 6.03, it will not request adequate
protection or any other relief in connection therewith or otherwise in such Insolvency or Liquidation Proceeding; (c) to the extent the Liens securing any Senior Lien
Obligations are subordinated or pari passu with such DIP Financing or the Senior Lien Obligations are “rolled-up” (or are deemed to have been “rolled up”) into
such DIP Financing, it will subordinate (and will be deemed hereunder to have subordinated) its Liens in the Shared Collateral to (x) such DIP Financing (and all
obligations relating thereto) on the same basis as the Liens securing the Junior Lien Obligations are so subordinated to Liens securing Senior Lien Obligations under
this Agreement, (y) any adequate protection Liens granted to the Senior Lien Secured Parties, and (z) to any “carve-out” for professional fees and costs, United
States Trustee fees and costs and other customary fees and costs agreed to by the Senior Lien Representative; (d) it will raise no objection to and will not otherwise
contest directly or indirectly any motion for relief from the automatic stay or from any injunction against foreclosure or enforcement in respect of Senior Lien
Obligations made by the Senior Lien Representative or any other Senior Lien Secured Party; (e) it will raise no objection to and will not
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otherwise contest directly or indirectly any exercise by any Senior Lien Secured Party of the right to credit bid Senior Lien Obligations at any sale or other
disposition of Senior Lien Collateral under Section 363(k), Section 1129 or any other applicable provision of the Bankruptcy Code (or any other Bankruptcy Law or
other applicable law); provided that the Junior Lien Representative and the other Junior Lien Secured Parties shall not be deemed to have waived any right to bid in
connection with such sale or other disposition, and shall not be deemed to have waived their rights to credit bid on the Collateral in any such sale or other disposition
in accordance with Section 363(k), Section 1129 or any other applicable provision of the Bankruptcy Code (or other Bankruptcy Law), in each case so long as the
proceeds of such bid are sufficient for, and applied to, the Discharge of Senior Lien Obligations in their entirety in accordance with the terms of the Senior Lien Debt
Documents concurrently with the consummation of such bid or credit bid; (f) it will raise no objection to and will not otherwise contest directly or indirectly any
other request for judicial relief made in any court by any Senior Lien Secured Party relating to the lawful enforcement of any Lien on Senior Lien Collateral; (g) it
will raise no objection to and will not otherwise contest directly or indirectly, will not seek consultation or consent rights in connection with, and will be deemed to
have consented to such relief under Section 363(f) of the Bankruptcy Code or other provision of any other Bankruptcy Law, any order relating to a sale or other
disposition of assets of any Grantor to which the Senior Lien Representative has consented or not objected (including, without limitation, orders to retain
professionals or establish bid and other sale procedures in connection with such sale or other disposition) that provides, to the extent such sale or other disposition is
to be free and clear of Liens, that the Liens securing the Senior Lien Obligations and the Junior Lien Obligations will attach to the proceeds of the sale on the same
basis of priority as the Liens on the Shared Collateral securing the Senior Lien Obligations rank to the Liens on the Shared Collateral securing the Junior Lien
Obligations pursuant to this Agreement; provided that the net cash proceeds of any such sale or other disposition are applied to the permanent reduction of the Senior
Lien Obligations in accordance with Section 4.01; provided , further , that the Junior Lien Representative may raise any objections to any such sale or other
disposition that could be raised by any unsecured creditor of any Grantor; provided that such objections are not based on its status as a secured creditor and are not
otherwise inconsistent with this Agreement; and (h) it will not propose or provide any post-petition financing to any Grantor unless no Senior Lien Secured Parties
have proposed or are providing any post-petition financing to a Grantor; provided that to the extent no Senior Lien Secured Parties have proposed or are providing
post-petition financing to a Grantor and any Junior Lien Secured Party proposes post-petition financing, such post-petition financing proposed or provided by such
Junior Lien Secured Party shall not be secured by Liens on Shared Collateral with a priority that is equal or senior in priority to the Liens securing any Senior Lien
Obligations. The Junior Lien Representative, for itself and on behalf of each other Junior Lien Secured Party, agrees that notice received two (2) Business Days prior
to the entry of an order approving such usage of cash or other collateral or approving such financing shall be adequate notice.
SECTION 6.02. Relief from the Automatic Stay . Until the Discharge of Senior Lien Obligations has occurred, the Junior Lien Representative, for
itself and on behalf of each Junior Lien Secured Party, agrees that none of them shall seek relief from the automatic stay or any other stay in any Insolvency or
Liquidation Proceeding or take any action in derogation thereof, in each case in respect of any Shared Collateral, without the prior written consent of the Senior Lien
Representative.
SECTION 6.03. Adequate Protection . The Junior Lien Representative, for itself and on behalf of each Junior Lien Secured Party, agrees that none
of them shall (A) object, contest or support any other Person objecting to or contesting (a) any request by the Senior Lien Representative or any Senior Lien Secured
Parties for adequate protection, (b) any objection by the Senior Lien Representative or any Senior Lien Secured Parties to any motion, relief, action or proceeding
based on the Senior Lien Representative’s or Senior Lien Secured Party’s claiming a lack of adequate protection or (c) the payment of interest (including postpetition interest), fees, expenses or other amounts of or to the Senior Lien Representative
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or any other Senior Lien Secured Party (or any of their advisors, as applicable) under Section 506(b) of the Bankruptcy Code or any similar provision of any other
Bankruptcy Law or (B) assert or support any claim for costs or expenses of preserving or disposing of any Collateral under Section 506(c) of the Bankruptcy Code or
any similar provision of any other Bankruptcy Law. Without limiting the generality of the foregoing, in any Insolvency or

Liquidation Proceeding, (i) if the Senior Lien Secured Parties (or any subset thereof) are granted adequate protection in the form of additional collateral or
superpriority claims in connection with any DIP Financing or use of cash collateral under Section 363 or 364 of the Bankruptcy Code or any similar provision of any
other Bankruptcy Law, then the Junior Lien Representative, for itself and on behalf of each Junior Lien Secured Party, may seek or request adequate protection in the
form of a replacement Lien or superpriority claim on such additional collateral, which (A) Lien is subordinated to the Liens securing all Senior Lien Obligations and
such DIP Financing (and all obligations relating thereto) on the same basis as the other Liens securing the Junior Lien Obligations are so subordinated to the Liens
securing Senior Lien Obligations under this Agreement and (B) superpriority claim is subordinated to all superpriority claims of the Senior Lien Secured Parties on
the same basis as the other claims of the Junior Lien Secured Parties are so subordinated to the claims of the Senior Lien Secured Parties under this Agreement,
(ii) in the event the Junior Lien Representative, for itself and on behalf of the Junior Lien Secured Parties, seeks or requests adequate protection in the form of
additional or replacement collateral and such adequate protection is granted (in each instance, to the extent such grant is otherwise permissible under the terms and
conditions of this Agreement), then the Junior Lien Representative, for itself and on behalf of each Junior Lien Secured Party, agree that the Senior Lien
Representative shall also be granted a Senior Priority Lien on such additional or replacement collateral as security for the Senior Lien Obligations and any such DIP
Financing and that any Lien on such additional or replacement collateral securing the Junior Lien Obligations shall be subordinated to the Liens on such collateral
securing the Senior Lien Obligations and any such DIP Financing (and all obligations relating thereto) and any other Liens granted to the Senior Lien Secured Parties
as adequate protection on the same basis as the other Liens securing the Junior Lien Obligations are so subordinated to such Liens securing Senior Lien Obligations
under this Agreement (and, to the extent the Senior Lien Secured Parties are not granted such adequate protection in such form, any amounts recovered by or
distributed to any Junior Lien Secured Party pursuant to or as a result of any Lien on such additional or replacement collateral so granted to the Junior Lien Secured
Parties shall be subject to Article IV), and (iii) in the event the Senior Lien Representative, for itself and on behalf of the Senior Lien Secured Parties, seeks or
requests adequate protection in the form of a superpriority claim (including in the form of payment of principal, interest, post-petition interest, fees, expenses or
other amounts) and such adequate protection is granted, then the Junior Lien Representative, for itself and on behalf of each Junior Lien Secured Party, may also
request adequate protection in the form of a superpriority claim (including with respect to the payment of principal, interest, post-petition interest, fees, expenses or
other amounts, as applicable), which superpriority claim shall be junior to the superpriority claim of the Senior Lien Secured Parties; provided that any Senior Lien
Secured Party may object thereto. No Junior Lien Secured Party shall be entitled to request or receive adequate protection except to the extent expressly set forth in
this Section 6.03.
SECTION 6.04. Preference Issues . If any Senior Lien Secured Party is required in any Insolvency or Liquidation Proceeding or otherwise to
disgorge, turn over or otherwise pay any amount to the estate of any Grantor (or any trustee, receiver or similar Person therefor), because the payment of such
amount was declared to be fraudulent or preferential in any respect or for any other reason, any amount (any such amount, a “ Recovery ”), whether received as
proceeds of security, enforcement of any right of setoff or otherwise, then the Senior Lien Obligations shall be reinstated to the extent of such Recovery and deemed
to be outstanding as if such payment had not occurred and the Senior Lien Secured Parties shall be entitled to the benefits of this Agreement until a Discharge of
Senior Lien Obligations with respect to all such recovered amounts. If this Agreement shall have been terminated prior to such Recovery, this Agreement shall be
reinstated in full force and effect, and such prior termination shall not diminish, release,
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discharge, impair or otherwise affect the obligations of the parties hereto. The Junior Lien Representative, for itself and on behalf of each Junior Lien Secured Party,
hereby agrees that none of them shall be entitled to benefit from any avoidance action affecting or otherwise relating to any distribution or allocation made in
accordance with this Agreement, whether by preference or otherwise, it being understood and agreed that the benefit of such avoidance action otherwise allocable to
them shall instead be allocated and turned over for application in accordance with the priorities set forth in this Agreement.
SECTION 6.05. Separate Grants of Security and Separate Classifications . The Junior Lien Representative, for itself and on behalf of each Junior
Lien Secured Party, acknowledges and agrees that (a) the grants of Liens pursuant to the Senior Lien Collateral Documents and the Junior Lien Collateral
Documents

constitute separate and distinct grants of Liens and (b) because of, among other things, their differing rights in the Shared Collateral, the Junior Lien Obligations are
fundamentally different from the Senior Lien Obligations and must be separately classified in any plan of reorganization or plan of liquidation proposed, confirmed
or adopted in an Insolvency or Liquidation Proceeding. To further effectuate the intent of the parties as provided in the immediately preceding sentence, if it is held
that any claims of the Senior Lien Secured Parties and the Junior Lien Secured Parties in respect of the Shared Collateral constitute a single class of claims (rather
than separate classes of senior and junior secured claims), then the Junior Lien Representative, for itself and on behalf of each Junior Lien Secured Party, hereby
acknowledges and agrees that all distributions from the Shared Collateral shall be made as if there were separate classes of senior and junior secured claims against
the Grantors in respect of the Shared Collateral (with the effect being that, to the extent that the aggregate value of the Shared Collateral is sufficient (for this
purpose ignoring all claims held by the Junior Lien Secured Parties), the Senior Lien Secured Parties shall be entitled to receive, in addition to amounts distributed to
them in respect of principal, pre-petition interest, fees, expenses and other claims, all amounts owing in respect of post-petition interest, fees and expenses (whether
or not allowed or allowable under Section 506(b) of the Bankruptcy Code (or any similar provision of any other Bankruptcy Law) or otherwise in such Insolvency or
Liquidation Proceeding) before any distribution from the Shared Collateral is made in respect of the Junior Lien Obligations, and the Junior Lien Representative, for
itself and on behalf of each Junior Lien Secured Party, hereby acknowledges and agrees to turn over to the Senior Lien Representative amounts otherwise received or
receivable by them to the extent necessary to effectuate the intent of this sentence, even if such turnover has the effect of reducing the claim or recovery of the Junior
Lien Secured Parties).
SECTION 6.06. No Waivers of Rights of Senior Lien Secured Parties . Nothing contained herein shall, except as expressly provided herein,
prohibit or in any way limit the Senior Lien Representative or any other Senior Lien Secured Party from objecting in any Insolvency or Liquidation Proceeding or
otherwise to any action taken by any Junior Lien Secured Party, including the seeking by any Junior Lien Secured Party of adequate protection or the assertion by
any Junior Lien Secured Party of any of its rights and remedies under the Junior Lien Debt Documents or otherwise.
SECTION 6.07. Application . This Agreement, which the parties hereto expressly acknowledge is a “subordination agreement” under
Section 510(a) of the Bankruptcy Code or any similar provision of any other Bankruptcy Law, shall be effective before, during and after the commencement of any
Insolvency or Liquidation Proceeding. The relative rights as to the Shared Collateral and Proceeds thereof shall continue after the commencement of any Insolvency
or Liquidation Proceeding on the same basis as prior to the date of the petition therefor. All references herein to any Grantor shall include such Grantor as a debtorin-possession and any receiver or trustee for such Grantor.
SECTION 6.08. Other Matters . To the extent that the Junior Lien Representative or any Junior Lien Secured Party has or acquires rights under
Section 363 or Section 364 of the Bankruptcy Code or any similar provision of any other Bankruptcy Law with respect to any of the Shared Collateral, then,
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except as otherwise permitted herein, the Junior Lien Representative, on behalf of itself and each Junior Lien Secured Party agrees not to assert any such rights
without the prior written consent of the Senior Lien Representative; provided that if requested by the Senior Lien Representative, such Junior Lien Representative
shall timely exercise such rights in the manner requested by the Senior Lien Representative, including any rights to payments in respect of such rights.
SECTION 6.09. 506(c) Claims . Until the Discharge of Senior Lien Obligations has occurred, the Junior Lien Representative, on behalf of itself and
each Junior Lien Secured Party, agrees that it will not assert or enforce any claim under Section 506(c) of the Bankruptcy Code or any similar provision of any other
Bankruptcy Law senior to or on a parity with the Liens securing the Senior Lien Obligations for costs or expenses of preserving or disposing of any Shared
Collateral.
SECTION 6.10. Reorganization Securities; Voting .

(a) If, in any Insolvency or Liquidation Proceeding, debt obligations of the reorganized debtor secured by Liens upon any property of the
reorganized debtor are distributed, pursuant to a plan of reorganization or plan of liquidation proposed, confirmed or adopted in an Insolvency or Liquidation
Proceeding, on account of both the Senior Lien Obligations and the Junior Lien Obligations, then, to the extent the debt obligations distributed on account of the
Senior Lien Obligations and on account of the Junior Lien Obligations are secured by Liens upon the same assets or property, the provisions of this Agreement will
survive the distribution of such debt obligations pursuant to such plan and will apply with like effect to the Liens securing such debt obligations.
(b) No Junior Lien Secured Party (whether in the capacity of a secured creditor or an unsecured creditor) shall propose, vote in favor of, or
otherwise directly or indirectly support any plan of reorganization or plan of liquidation that does not provide for the payment in full in cash of the Senior Lien
Obligations on the effective date thereof, or that treats the Senior Lien Secured Parties or the Senior Lien Obligations in a manner that is inconsistent with the terms
of this Agreement, in each case, other than to the extent any such plan is proposed or supported by the number of Senior Lien Secured Parties required under
Section 1126(d) of the Bankruptcy Code.

ARTICLE VII
Reliance; Etc.
SECTION 7.01. Reliance . All loans and other extensions of credit made or deemed made prior to, on and after the date hereof by the Senior Lien
Secured Parties to the Grantors shall be deemed to have been given and made in reliance upon this Agreement. The Junior Lien Representative, on behalf of itself
and each Junior Lien Secured Party, acknowledges that it and such Junior Lien Secured Parties have, independently and without reliance on the Senior Lien
Representative or other Senior Lien Secured Party, and based on documents and information deemed by them appropriate, made their own credit analysis and
decision to enter into the Junior Lien Debt Documents to which they are party or by which they are bound, this Agreement and the transactions contemplated hereby
and thereby, and they will continue to make their own credit decisions in taking or not taking any action under the Junior Lien Debt Documents or this Agreement.
SECTION 7.02. No Warranties or Liability . The Junior Lien Representative, on behalf of itself and each Junior Lien Secured Party, acknowledges
and agrees that neither the Senior Lien Representative nor any other Senior Lien Secured Party has made any express or implied representation or warranty,
including with respect to the execution, validity, legality, completeness, collectability or
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enforceability of any of the Senior Lien Debt Documents, the ownership of any Shared Collateral or the perfection or priority of any Liens thereon. The Senior Lien
Secured Parties will be entitled to manage and supervise their respective loans and extensions of credit under the Senior Lien Debt Documents in accordance with
law and as they may otherwise, in their sole discretion, deem appropriate, and the Senior Lien Secured Parties may manage their loans and extensions of credit
without regard to any rights or interests that the Junior Lien Representative and the Junior Lien Secured Parties have in the Shared Collateral or otherwise, except as
otherwise provided in this Agreement. Neither the Senior Lien Representative nor any other Senior Lien Secured Party shall have any duty to the Junior Lien
Representative or any Junior Lien Secured Party to act or refrain from acting in a manner that allows, or results in, the occurrence or continuance of an event of
default or default under any agreement with any Grantor (including the Junior Lien Debt Documents), regardless of any knowledge thereof that they may have or be
charged with. Except as expressly set forth in this Agreement, the Senior Lien Representative, the Senior Lien Secured Parties, the Junior Lien Representative and
the Junior Lien Secured Parties have not otherwise made to each other, nor do they hereby make to each other, any warranties, express or implied, nor do they
assume any liability to each other with respect to (a) the enforceability, validity, value or collectability of any of the Senior Lien Obligations, the Junior Lien
Obligations or any guarantee or security which may have been granted to any of them in connection therewith, (b) any Grantor’s title to or right to transfer any of the
Shared Collateral or (c) any other matter except as expressly set forth in this Agreement.

SECTION 7.03. Obligations Unconditional . All rights, interests, agreements and obligations of the Senior Lien Representative, the Senior Lien
Secured Parties, the Junior Lien Representative and the Junior Lien Secured Parties hereunder shall remain in full force and effect irrespective of:
(a) any lack of validity or enforceability of any Senior Lien Debt Document or any Junior Lien Debt Document, and notwithstanding the date, time,
manner or order of filing or recordation of any document or instrument relating to the Senior Priority Liens or the Junior Priority Liens, or grant, attachment or
perfection of any Senior Priority Liens or any Junior Priority Liens, and whether or not such Senior Priority Liens or Junior Priority Liens are subordinated to any
other Liens or are otherwise subordinated, voided or invalidated or have lapsed;
(b) any change in the time, manner or place of payment of, or in any other terms of, all or any of the Senior Lien Obligations or Junior Lien
Obligations, or any amendment or waiver or other modification, including any increase in the amount thereof, whether by course of conduct or otherwise, of the
terms of the Senior Lien Debt Agreement or any other Senior Lien Debt Document or of the terms of the Junior Lien Debt Agreement or any other Junior Lien Debt
Document;
(c) any exchange of any security interest in any Shared Collateral or any other collateral or any amendment, waiver or other modification, whether
in writing or by course of conduct or otherwise, of all or any of the Senior Lien Obligations or Junior Lien Obligations or any guarantee thereof;
(d) the commencement of any Insolvency or Liquidation Proceeding in respect of any Grantor; or
(e) any other circumstances that otherwise might constitute a defense available to, or a discharge of, (i) any Grantor in respect of the Senior Lien
Obligations (other than the Discharge of Senior Lien Obligations subject to Section 5.06 and 6.04 hereof) or (ii) the Junior Lien Representative or Junior Lien
Secured Party in respect of this Agreement.
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ARTICLE VIII
Miscellaneous
SECTION 8.01. Conflicts . In the event of any conflict between the provisions of this Agreement and the provisions of any Senior Lien Debt
Document or any Junior Lien Debt Document, the provisions of this Agreement shall govern.
SECTION 8.02. Continuing Nature of this Agreement; Severability . Subject to Section 6.04, this Agreement shall continue to be effective until the
Discharge of Senior Lien Obligations shall have occurred. This is a continuing agreement of Lien subordination, and the Senior Lien Secured Parties may continue,
at any time and without notice to the Junior Lien Representative or any Junior Lien Secured Party, to extend credit and other financial accommodations and lend
monies to or for the benefit of any Grantor constituting Senior Lien Obligations in reliance hereon. The terms of this Agreement shall survive and continue in full
force and effect in any Insolvency or Liquidation Proceeding. Any provision of this Agreement that is prohibited or unenforceable in any jurisdiction shall not
invalidate the remaining provisions hereof, and any such prohibition or unenforceability in any jurisdiction shall not invalidate or render unenforceable such
provision in any other jurisdiction. The parties shall endeavor in good-faith negotiations to replace the invalid, illegal or unenforceable provisions with valid
provisions the economic effect of which comes as close as possible to that of the invalid, illegal or unenforceable provisions.
SECTION 8.03. Amendments; Waivers .
(a) No failure or delay on the part of any party hereto in exercising any right or power hereunder shall operate as a waiver thereof, nor shall any
single or partial exercise of any such right or power, or any abandonment or discontinuance of steps to enforce such a right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. The rights and remedies of the parties hereto are cumulative and are not exclusive of any rights or
remedies that they would otherwise have. No waiver of any provision of this Agreement

or consent to any departure by any party therefrom shall in any event be effective unless the same shall be in writing and permitted by paragraph (b) of this Section,
and then such waiver or consent shall be effective only in the specific instance and for the purpose for which given. No notice or demand on any party hereto in any
case shall entitle such party to any other or further notice or demand in similar or other circumstances.
(b) This Agreement may be amended in writing signed by each Representative (in each case, acting in accordance with the documents governing
the applicable Debt Facility); provided that any such amendment, restatement, supplement, modification or waiver which by the terms of this Agreement requires
any Grantor’s consent or which increases the obligations or reduces the rights of, or otherwise materially adversely affects, any Grantor, shall require the consent of
such Grantor. Any such amendment, restatement, supplement, modification or waiver shall be in writing and shall be binding upon the Senior Lien Secured Parties
and the Junior Lien Secured Parties and their respective permitted successors and permitted assigns.
SECTION 8.04. Information Concerning Financial Condition of the Grantors and Their Respective Subsidiaries . The Senior Lien Representative,
the Senior Lien Secured Parties, the Junior Lien Representative and the Junior Lien Secured Parties shall each be responsible for keeping themselves informed of
(a) the financial condition of the Grantors and their respective Subsidiaries and all endorsers or guarantors of the Senior Lien Obligations or the Junior Lien
Obligations and (b) all other circumstances bearing upon the risk of nonpayment of the Senior Lien Obligations or the Junior Lien Obligations. The Senior Lien
Representative, the Senior Lien Secured Parties, the Junior Lien Representative and the Junior
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Lien Secured Parties shall have no duty to advise any other party hereunder of information known to it or them regarding such condition or any such circumstances
or otherwise. In the event that the Senior Lien Representative, any Senior Lien Secured Party, the Junior Lien Representative or any Junior Lien Secured Party, in its
sole discretion, undertakes at any time or from time to time to provide any such information to any other party, it shall be under no obligation to (i) make, and the
Senior Lien Representative, the Senior Lien Secured Parties, the Junior Lien Representative and the Junior Lien Secured Parties shall not make or be deemed to have
made, any express or implied representation or warranty, including with respect to the accuracy, completeness, truthfulness or validity of any such information so
provided, (ii) provide any additional information or to provide any such information on any subsequent occasion, (iii) undertake any investigation or (iv) disclose
any information that, pursuant to accepted or reasonable commercial finance practices, such party wishes to maintain confidential or is otherwise required to
maintain confidential.
SECTION 8.05. Subrogation . The Junior Lien Representative, on behalf of itself and each Junior Lien Secured Party, hereby waives any rights of
subrogation it may acquire as a result of any payment hereunder until the Discharge of Senior Lien Obligations has occurred.
SECTION 8.06. Application of Payments . Except as otherwise provided herein, all payments received by the Senior Lien Secured Parties may be
applied, reversed and reapplied, in whole or in part, to such part of the Senior Lien Obligations as the Senior Lien Secured Parties, in their sole discretion, deem
appropriate, consistent with the terms of the Senior Lien Debt Documents. Except as otherwise provided herein, the Junior Lien Representative, on behalf of itself
and each Junior Lien Secured Party, assents to any such extension or postponement of the time of payment of the Senior Lien Obligations or any part thereof and to
any other indulgence with respect thereto, to any substitution, exchange or release of any security that may at any time secure any part of the Senior Lien Obligations
and to the addition or release of any other Person primarily or secondarily liable therefor.
SECTION 8.07. Additional Grantors . Each Grantor agrees that, if any Subsidiary shall become an obligor after the date hereof with respect to any
Junior Lien Obligations, it will promptly cause such Subsidiary to become party hereto by executing and delivering an instrument in the form of Annex I. Upon such
execution and delivery, such Subsidiary will become a Grantor hereunder with the same force and effect as if originally named as a Grantor herein. The execution
and delivery of such instrument shall not require the consent of any other party hereunder. The rights and obligations of each Grantor hereunder shall remain in full
force and effect notwithstanding the addition of any new Grantor as a party to this Agreement.

SECTION 8.08. Dealings with Grantors . Upon any application or demand by any Grantor to any Representative to take or permit any action under
any of the provisions of this Agreement or under any Collateral Document (if such action is subject to the provisions hereof), at the request of such Representative,
such Grantor, as appropriate, shall furnish to such Representative a certificate of an Authorized Officer (an “ Officer’s Certificate ”) stating that all conditions
precedent, if any, provided for in this Agreement or such Collateral Document, as the case may be, relating to the proposed action have been complied with, except
that in the case of any such application or demand as to which the furnishing of such documents is specifically required by any provision of this Agreement or any
Collateral Document relating to such particular application or demand, no additional certificate or opinion need be furnished.
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SECTION 8.09. Consent to Jurisdiction; Waivers . Each Representative, on behalf of itself and the Secured Parties of the Debt Facility for which it
is acting, irrevocably and unconditionally:
(a) submits for itself and its property in any legal action or proceeding relating to this Agreement and the Collateral Documents, or for recognition
and enforcement of any judgment in respect thereof, to the exclusive jurisdiction of the courts of the State of New York sitting in New York City in the
borough of Manhattan, the courts of the United States District Court of the Southern District of New York, and appellate courts from any thereof;
(b) consents that any such action or proceeding may be brought in such courts and waives any objection that it may now or hereafter have to the
venue of any such action or proceeding in any such court or that such action or proceeding was brought in an inconvenient court and agrees not to plead or
claim the same and agrees not to commence or support any such action or proceeding in any other jurisdiction;
(c) agrees that service of process in any such action or proceeding may be effected by mailing a copy thereof by registered or certified mail (or any
substantially similar form of mail), postage prepaid, to such Person (or its Representative) at the address referred to in Section 8.10;
(d) agrees that nothing herein shall affect the right of any other party hereto (or any Secured Party) to effect service of process in any other manner
permitted by law; and
(e) waives, to the maximum extent not prohibited by law, any right it may have to claim or recover in any legal action or proceeding referred to in
this Section 8.09 any special, exemplary, punitive or consequential damages.
SECTION 8.10. Notices . All notices, requests, demands and other communications provided for or permitted hereunder shall be in writing and
shall be sent:
if to any Grantor, to such Grantor, at its address at:
American Addiction Centers, Inc.
200 Powell Place
Brentwood, Tennessee 37027
Attn: Christopher Chi, General Counsel & Corporate Secretary
Phone: 615-732-1628
Email: cchi@contactaac.com
if to the Senior Lien Representative, to it at:
CREDIT SUISSE AG, AGENCY MANAGER, ELEVEN MADISON AVENUE, 9TH FLOOR, NEW YORK, NY 10010, FAX NO. 212-3222291, EMAIL: AGENCY.LOANOPS@CREDIT-SUISSE.COM
if to the Junior Lien Representative, to it at:
CREDIT SUISSE AG, AGENCY MANAGER, ELEVEN MADISON AVENUE, 9TH FLOOR, NEW YORK, NY 10010, FAX NO. 212-3222291, EMAIL: AGENCY.LOANOPS@CREDIT-SUISSE.COM
Unless otherwise specifically provided herein, all notices and other communications given to any party hereto in accordance with the provisions of this Agreement
shall be deemed to have been given on the date of receipt if

delivered by hand or overnight courier service or sent by fax or on the date five Business Days after dispatch by certified or registered mail if mailed, in each case
delivered, sent or mailed (properly addressed) to such party as provided in this Section 8.10 or in accordance with the latest unrevoked direction from such party
given in accordance with this Section 8.10. Notices and other communications may also be delivered by email to the email address of a representative of the
applicable Person provided from time to time by such Person.
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SECTION 8.11. Further Assurances . The Senior Lien Representative, on behalf of itself and each Senior Lien Secured Party, agrees that it will
take such further action and shall execute and deliver such additional documents and instruments (in recordable form, if requested) as the Junior Lien Representative
may reasonably request to effectuate the terms of, and the Lien priorities contemplated by, this Agreement. The Junior Lien Representative, on behalf of itself and
each Junior Lien Secured Party, agrees that it will take such further action and shall execute and deliver such additional documents and instruments (in recordable
form, if requested) as the Senior Lien Representative may reasonably request to effectuate the terms of, and the Lien priorities contemplated by, this Agreement.
SECTION 8.12. GOVERNING LAW; WAIVER OF JURY TRIAL .
(A) THIS AGREEMENT SHALL BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE LAWS OF THE STATE OF NEW
YORK.
(B) EACH PARTY HERETO HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES TRIAL BY JURY IN ANY LEGAL ACTION
OR PROCEEDING RELATING TO THIS AGREEMENT AND FOR ANY COUNTERCLAIM THEREIN.
SECTION 8.13. Binding on Successors and Assigns . This Agreement shall be binding upon the Senior Lien Representative, the Senior Lien
Secured Parties, the Junior Lien Representative, the Junior Lien Secured Parties, the Grantors party hereto and their respective permitted successors and permitted
assigns.
SECTION 8.14. Section Titles . The section titles contained in this Agreement are and shall be without substantive meaning or content of any kind
whatsoever and are not a part of this Agreement.
SECTION 8.15. Counterparts . This Agreement may be executed in one or more counterparts, including by means of facsimile or other electronic
method, each of which shall be an original and all of which shall together constitute one and the same document. Delivery of an executed signature page to this
Agreement by facsimile or other electronic transmission shall be as effective as delivery of a manually signed counterpart of this Agreement.
SECTION 8.16. Authorization . By its signature, each Person executing this Agreement on behalf of a party hereto represents and warrants to the
other parties hereto that it is duly authorized to execute this Agreement.
SECTION 8.17. No Third Party Beneficiaries; Successors and Assigns . The lien priorities set forth in this Agreement and the rights and benefits
hereunder in respect of such lien priorities shall inure solely to the benefit of the Senior Lien Representative, the Senior Lien Secured Parties, the Junior Lien
Representative and the Junior Lien Secured Parties, and their respective permitted successors and assigns, and no other Person (including the Grantors, or any
trustee, receiver, debtor in possession or bankruptcy estate in a bankruptcy or like proceeding) shall have or be entitled to assert such rights. Nothing in this
Agreement is intended to or shall impair the obligations of any Grantor, which are absolute and unconditional, to pay the Senior Lien Obligations and the Junior Lien
Obligations as and when the same shall become due and payable in accordance with their terms.
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SECTION 8.18. Effectiveness . This Agreement shall become effective when executed and delivered by the parties hereto.

SECTION 8.19. Collateral Agent and Representative . It is understood and agreed that (a) the Senior Lien Representative is entering into this
Agreement in its capacity as administrative agent and collateral agent under the Senior Lien Debt Agreement and the provisions of Article VIII and Article IX of the
Senior Lien Debt Agreement applicable to the Senior Lien Representative and the other agents thereunder, and any other indemnifications, waivers, or disclaimers
for the benefit of the Senior Lien Representative and the other agents contained therein, shall also apply to the Senior Lien Representative hereunder and (b) the
Junior Lien Representative is entering into this Agreement in its capacity as administrative agent and collateral agent under the Junior Lien Debt Agreement and the
provisions of Article VIII and Article IX of the Junior Lien Debt Agreement applicable to the Junior Lien Representative and the other agents thereunder, and any
other indemnifications, waivers, or disclaimers for the benefit of the Junior Lien Representative and the other agents contained therein, shall also apply to the Junior
Lien Representative hereunder.
SECTION 8.20. Survival of Agreement . All covenants, agreements, representations and warranties made by any party in this Agreement shall be
considered to have been relied upon by the other parties hereto and shall survive the execution and delivery of this Agreement.
[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day and year
first above written.

CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH, as
Senior Lien Representative
By: /s/ Didier Siffer
Name: Didier Siffer
Title: Authorized Signatory
By: /s/ Bryan J. Matthews
Name: Bryan J. Matthews
Title: Authorized Signatory

CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH, as
Junior Lien Representative
By: /s/ Didier Siffer
Name: Didier Siffer
Title: Authorized Signatory
By: /s/ Bryan J. Matthews
Name: Bryan J. Matthews
Title: Authorized Signatory
[ Signature Page to Intercreditor Agreement ]
IN WITNESS WHEREOF, each of the undersigned has caused this Agreement to be duly executed and delivered as of the day and year first above written.

AAC HOLDINGS, INC.,
as the Borrower
By:
/s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

AMERICAN ADDICTION CENTERS, INC.
By: /s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

FORTERUS HEALTH CARE SERVICES, INC. SAN
DIEGO ADDICTION TREATMENT CENTER, INC.
By: /s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

AAC HEALTHCARE NETWORK, INC.
By: AAC Holdings, Inc. its sole stockholder
By: /s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

AAC LAS VEGAS OUTPATIENT CENTER, LLC
AAC DALLAS OUTPATIENT CENTER, LLC ADDICTION
LABS OF AMERICA, LLC
By: American Addiction Centers, Inc. its sole member
By: /s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

THE ACADEMY REAL ESTATE, LLC
By: Behavioral Healthcare Realty, LLC, its sole
member

By:
/s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer
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RECOVERY BRANDS, LLC
By: Referral Solutions Group, LLC, its sole member
By: /s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

REFERRAL SOLUTIONS GROUP, LLC
By: Sober Media Group. LLC, its sole member
By: /s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

BHR GREENHOUSE REAL ESTATE, LLC
BHR OXFORD REAL ESTATE, LLC
GREENHOUSE TREATMENT CENTER, LLC
CONCORDE TREATMENT CENTER, LLC
RECOVERY FIRST OF FLORIDA, LLC RI-CLINICAL
SERVICES, LLC NEW JERSEY
ADDICTION TREATMENT CENTER, LLC
BEHAVIORAL HEALTHCARE REALTY, LLC
CONCORDE REAL ESTATE, LLC
BHR ALISO VIEJO REAL ESTATE, LLC
BHR RINGWOOD REAL ESTATE, LLC
OXFORD TREATMENT CENTER, LLC
SOBER MEDIA GROUP, LLC
RIVER OAKS TREATMENT CENTER, LLC
LAGUNA TREATMENT HOSPITAL, LLC
SOLUTIONS TREATMENT CENTER, LLC
OXFORD OUTPATIENT CENTER, LLC
SAGENEX DIAGNOSTICS LABORATORY,
LLC
By:
/s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer
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SAN DIEGO PROFESSIONAL GROUP, P.C.
PALM BEACH PROFESSIONAL GROUP,
PROFESSIONAL CORPORATION
LAS VEGAS PROFESSIONAL GROUP-CALARCO, P.C.
GRAND PRARIE PROFESSIONAL GROUP,
P.A.
OXFORD PROFESSIONAL GROUP, P.C.
PONTCHARTRAIN MEDICAL GROUP, A
PROFESSIONAL CORPORATION

By: /s/ Mark A. Calarco, D.O.

Name: Mark A. Calarco, D.O.

Title:

ADCARE, INC.

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

ADCARE HOSPITAL OF WORCESTER, INC.

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

GREEN HILL REALTY CORPORATION

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

LINCOLN CATHARINE REALTY CORPORATION

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

ADCARE RHODE ISLAND, INC.

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

TOWER HILL REALTY, INC.

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer
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SAN DIEGO PROFESSIONAL ROUP, PC
PALM BEACH PROFESSIONAL GROUP,
PROFESSIONAL CORPORATION
LAS VEGAS PROFESSIONAL GROUPCALARCO, P.C.
GRAND PRARIE PROFESSIONAL GROUP, P.A.
OXFORD PROFESSIONAL GROUP, P.C.
PONTCHARTRAIN MEDICAL GROUP, A
PROFESSIONAL CORPORATION

By:

/s/ Mark A. Calarco, D.O.

Name: Mark A. Calarco, D.O.
Title:

ADCARE, INC.

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

ADCARE HOSPITAL OF WORCESTER, INC.

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

GREEN HILL REALTY CORPORATION

By:

/s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

LINCOLN CATHARINE REALTY CORPORATION

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

ADCARE RHODE ISLAND, INC.

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer

TOWER HILL REALTY, INC.

By: /s/ Andrew McWilliams

Name: Andrew McWilliams
Title: Chief Financial Officer
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Exhibit 10.22
CONFIDENTIAL SEPARATION AGREEMENT AND MUTUAL RELEASE
THIS CONFIDENTIAL SEPARATION AGREEMENT AND RELEASE (this “ Agreement ”) is entered into and made effective as of March 12, 2019
(the “ Effective Date ”) by and between THOMAS W. DOUB (the “ Employee ”) and AMERICAN ADDICTION CENTERS, INC. (the “ Employer ”).
1. Separation Date . The Employee and Employer mutually agree that the Employee’s employment with the Employer will continue through and end on June 30,
2019 (the “ Separation Date ”). The Employer wishes to retain the Employee through such date due to the Employee’s expertise, experience and knowledge with
respect to the treatment of alcoholism, substance use disorder and co-occurring psychiatric conditions. The Employer will pay the Employee’s regular pay through
the Separation Date.
2. Consideration . In exchange for the release of claims and other covenants and promises by the Employee detailed in this Agreement, the Employer agrees to
the continued employment of Employee at his current salary through the Separation Date, as contemplated in paragraph 3.a., with paychecks payable in accordance
with the normal payroll schedule (the “ Continued Employment Payments ”). Employee acknowledges that Employee would not be entitled to the Continued
Employment Payments but for his or her execution of this Agreement.
3.

Transition Responsibilities; Acknowledgment of No Other Payments or Benefits .
a.

Until the Separation Date, the Employee will be assigned to the Company’s clinical department. While the Employee will not be required to report daily
to work at the Employer’s corporate office, he will be reasonably available to take calls, be present on-site when reasonably requested and reasonably
assist with transitional issues, including certain outcomes research initiatives. The Employee will continue to abide by and adhere to all Company
policies, procedures and standards of conduct while employed by the Company.

b.

Except for payments referenced in Sections 1 and 2 above and (i) any vested benefits under the Employer’s 401(k) savings plan and (ii) any amounts
owed for accrued and unused PTO, in each case to be paid in accordance with such plan, no other payments, bonuses or benefits will be made by the
Employer to the Employee. The Employee acknowledges that the Employee has no entitlement to, or any right to make any claim for, any additional
payments, commissions, bonuses or benefits by the Employer of any kind whatsoever. The Employee’s eligibility for medical, dental and vision
coverage as an active employee shall terminate on June 30, 2019. All other employee benefits offered by the Employer shall terminate on the Separation
Date. Continuation of health benefits coverage will then be at the Employee’s expense to the extent and for the period provided by law.

4. Non-Admission . The Employee understands and acknowledges that this Agreement is in no way an admission of any legal liability or wrongdoing by the
Employer for any acts or omissions with respect to the Employee, including without limitation, the Employee’s employment with, or separation of employment from
the Employer, with all such wrongdoing or liability being expressly denied.
AAC/Doub, Thomas W.
Confidential Separation Agreement and Release
5. Mutual Release . The Employee, on the one hand, hereby releases the Employer and the Employer, on the other hand, hereby releases the Employee, together
in each case with all of such other party’s Employer’s parents, subsidiaries, affiliates and divisions, including all related companies, employee leasing companies,
and as to each, their respective successors and assigns, general and limited partners, directors, officers, representatives, attorneys, shareholders, agents, employees,
and their respective heirs and personal representatives (collectively, the “ Releasees ”), from any and all claims, causes of action, grievances, expenses, liabilities,
costs (including attorneys’ fees), obligations whether known or unknown, that in anyway arise from, grow out of, or are related to the Employee’s employment with
the Employer, the Employee’s termination of employment with the Employer, or events that occurred before the date the Employee executes this Agreement
(collectively, the “ Released Claims ”).

Each of the Employee and Employer represents and warrants that it has not sold, assigned or transferred any Released Claims.
The Released Claims include, without limitation, any rights or claims in law or equity for breach of contract, wrongful termination or past wages under
applicable state law; claims relating to discrimination, harassment, retaliation, accommodation, or whistle blowing (for example, claims under the Age
Discrimination in Employment Act (“ADEA”) ; claims relating to benefits (for example, claims under the Employee Retirement Income Security Act of 1974);
claims relating to employee leave (for example, claims under the Family and Medical Leave Act); claims relating to mandatory notifications (for example, claims
under the Worker Adjustment and Retraining Notification Act or the Fair Credit Reporting Act); claims relating to worker safety (for example, claims under the
Occupational Health and Safety Act of 1970); or claims for personal injury, defamation, mental anguish, injury to health and personal reputation; and any other
related claim under federal, state or local law of any form against Releasees; provided, however, that this release does not extend to rights or claims the release of
which is expressly prohibited by law or that may arise after the Effective Date of this Agreement. The Employee understands that the categories and statutes listed
above are for example only, and that the Employee is waiving all claims, whether based on federal, state, or local law, common law or otherwise.
As part of this release, the Employee covenants and agrees not to file, commence or initiate any suits, grievances, demands or causes of action against any
Releasee based upon or relating to any Released Claim forever discharged pursuant to this Agreement. In accordance with 29 C.F.R. § 1625.23(b), this covenant not
to sue is not intended to preclude the Employee from bringing a lawsuit to challenge the validity of the release language contained in this Agreement. If the
Employee breaches this covenant not to sue, the Employee hereby agrees to pay all of the reasonable costs and attorneys’ fees actually incurred by the Releasees in
defending against such claims, demands, or causes of action, together with such and further damages as may result, directly or indirectly, from that breach.
Moreover, the Employee agrees that the Employee will not persuade or instruct any person to file a suit, claim, or complaint with any state or federal court or
administrative agency against the Releasees. The parties agree that this Agreement will not prevent the Employee from filing a charge of discrimination with the
Equal Employment Opportunity Commission (“ EEOC ”), or its equivalent state or local agencies, or otherwise participating in an administrative investigation.
However, to the fullest extent permitted by law, the Employee agrees to relinquish and forgo all legal relief, equitable relief, statutory relief,
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reinstatement, back pay, front pay, and any other damages, benefits, remedies, and relief to which the Employee may be entitled as a result of any claim, charge, or
complaint against the Releasees and agrees to forgo and relinquish reinstatement, all back pay, front pay, and other damages, benefits, remedies, and relief that the
Employee could receive from claims, actions, or suits filed or charges instituted or pursued by any agency or commission based upon or arising out of the matters
that are released and waived by this Agreement. The Parties intend that this paragraph and the release of claims herein be construed as broadly as lawfully possible.
This mutual release will be deemed to have been remade by the Employee and the Employer on each date that a Continued Employment Payment is paid by
the Employer and received by the Employee, until and through the Separation Date, such that the release speaks to all time periods before and through the Separation
Date. Acceptance of the Continued Employment Payments or any portion thereof will constitute evidence that the Employee has so updated and “brought down” this
release.
6. Acknowledgement Regarding Wages . The Employee acknowledges and agrees that with following the payment noted in Section 1 hereof, the Employee:
(a) has received all pay to which the Employee was entitled during the Employee’s employment with the Employer; (b) is not owed unpaid wages or unpaid
overtime compensation by the Employer; and (c) does not believe that the Employee’s rights under any state or federal wage and hour laws, including the federal
Fair Labor Standards Act (“ FLSA ”), were violated by any Releasee during the Employee’s employment with the Employer.

7. Disclosure . The Employee acknowledges and warrants that the Employee is not aware of, or that the Employee has fully disclosed to the Employer in writing,
any matters for which the Employee was responsible or which came to the Employee’s attention as an employee of the Employer that might give rise to, evidence or
support any claim of illegal or improper conduct, regulatory violation, unlawful discrimination, retaliation or other cause of action against the Employer.
8.

Compliance with Older Worker Benefit Protection Act .

(a) Consideration Period . The Employee acknowledges and understands that the Employee has a period of up to forty-five (45) days from receipt of this
Agreement to consider its terms, although the Employee need not take that long, and that the Employee hereby waives any and all additional rights to any further
review period. If the Employee has not executed this Agreement and returned it to the Employer within forty-five (45) days, this Agreement will be cancelled and
will have no effect.
(b) Revocation Period . The Employee acknowledges and understands that, for a period of seven (7) days following the Employee’s signing of this
Agreement, the Employee may revoke the Employee’s acceptance of this Agreement by delivering a written revocation to Tim Stein, who is the Vice President,
Human Capital, for the Employer, via email at tstein@ContactAAC.com . If the Employee timely revokes this Agreement, all of its provisions will be null and void.
This Agreement will not be effective or enforceable and no Separation Amount will be provided to the Employee until the expiration of the seven (7) day period for
revocation has expired.
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(c) Knowing and Voluntary Execution . The Employee acknowledges that the Employee is hereby advised and encouraged to consult with an attorney
of the Employee’s choice before signing this Agreement; that the Employee has carefully read and fully understands the terms and conditions of this Agreement in
their entirety and is fully satisfied with its terms, including without limitation, the consideration paid to the Employee by Employer; that the Employee has had an
adequate opportunity to consider the Agreement; that the Employee knowingly and voluntarily assents to all the terms and conditions contained in this Agreement
without any duress, coercion or undue influence by the Employer, its representatives, or any other person; that the Employee has no pending claim, complaint,
grievance with any federal or state agency or any court seeking money damages or relief against Releasees; that the Employee is not waiving rights or claims that
may arise after the date this Agreement is executed; and that the Employee is not suffering from any disability or condition that would render the Employee unable to
enter into this Agreement.
9. Confidentiality of Agreement . The Employee will keep the terms of this Agreement confidential and will not disclose its terms to anyone other than the
following: (i) the Employee’s spouse; (ii) the Employee’s attorney; or (iii) the Employee’s professional tax adviser or tax preparer for the limited purpose of
preparing or obtaining advice regarding such tax return or returns as may be necessary; provided that in each case all such persons agree to this obligation of
confidentiality. If the Employee does not comply with the provisions of this Section 9 , the Employee will be liable to the Employer for any damages incurred as a
result of such noncompliance. The Employee also acknowledges that equitable relief, including, without limitation, specific performance by injunction, would be an
appropriate remedy for the breach of this Section 9 .
10. Return of Property; Confidential Information . The Employee represents that the Employee has not retained, but rather has returned to the Employer, all
property and business records of Releasees in any form and all copies of such records. To the extent such information was in electronic form, the Employee
represents that the Employee has irretrievably deleted it to the best of the Employee’s ability and will take no steps to retrieve it. The Employee also acknowledges
that, in the Employee’s position with the Employer, the Employee had access to the Employer’s confidential information, including, without limitation, confidential
client and treatment information, confidential financial records; financial and other plans; marketing methods and systems; advertising strategies and methods;
strategic plans; databases; payroll information; information regarding suppliers; reports prepared by consultants; training materials; management and administrative
systems; and other business information

(collectively and separately, “ Confidential Information ”). The Employee agrees not to use or disclose such Confidential Information to any third parties for so long
as it remains confidential to the public. If the Employee does not comply with the provisions of this Section 10 , the Employee will be liable to the Employer for any
damages incurred as a result of such noncompliance. The Employee also acknowledges that equitable relief, including, without limitation, specific performance by
injunction, would be an appropriate remedy for the breach of this Section 10 .
11. Non-Solicitation of Employer’s Employees and Contractor Relationships . In further consideration for the payment of the Separation Amount, the
Employee agrees not to, for a period of four (4) months following the Employee’s termination of employment, directly or indirectly, on the Employee’s behalf or on
behalf of or in conjunction with any person or legal entity, recruit, solicit, or induce, or attempt to recruit, solicit, or induce, any employee or independent contractor
of the Employer to terminate their employment or independent contractor relationship with the Employer.
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12. Cooperation . The Employee agrees that it is an essential term of this Agreement that the Employee reasonably cooperate with the Employer and its counsel
at all times in any internal or external claims, charges, audits, investigations, and/or lawsuits involving the Employer of which the Employee may have knowledge or
in which the Employee may be a witness. Such reasonable cooperation includes meeting with the Employer representatives and counsel to disclose such facts as the
Employee may know; preparing with the Employer’s counsel for any deposition, trial, hearing, or other proceeding; attending any deposition, trial, hearing or other
proceeding to provide truthful testimony; and providing other assistance to the Employer and its counsel in the defense or prosecution of litigation as may, be
reasonably necessary, the Employer agrees to reimburse the Employee for reasonable and necessary out-of-pocket expenses incurred by the Employee in the course
of complying with this obligation, in each case that are pre-authorized by the Employer. This cooperation obligation will not unreasonably interfere with Employee’s
then–current work responsibilities or pursuit of the same. Nothing in this Section 12 should be construed in any way as prohibiting or discouraging the Employee
from testifying truthfully under oath as part of, or in connection with, any such proceeding.
13. Indemnification . To the full extent permitted by law, Employer shall continue to defend, indemnify and hold harmless the Employee pursuant to its current
indemnification obligations set forth in its organizational documents and any and all insurance policies providing coverage to employees of Employer for any and all
claims, lawsuits, judgments, expenses and /or other losses that have arisen due to his employment with Employer that pertain to any period prior to the Separation
Date.
14. Non-Disparagement . To the extent permitted by law, the Employee, on the one hand, and the Employer on the other, affirms and agrees that he, she or it will
not, at any time after the date hereof, make any remarks or comments, orally or in writing, to anyone, via media or otherwise, which remarks or comments
reasonably could be construed to be derogatory or disparaging to the other party or any of its applicable Releasees, or to any of the other party’s current or former
directors, officers, employees, products or services, or which comments reasonably could be anticipated to be damaging or injurious to the reputation or goodwill of
same. The term “media” includes, without limitation, radio, television, film, internet, and social media such as Twitter and Facebook. This Section 13 does not in any
way interfere with any Party’s right and responsibility to give truthful testimony under oath. The Employee and the Employer each acknowledge that neither this
provision nor any other portion of this Agreement is intended to prohibit such party from making a truthful and accurate report to any governmental agency with
oversight authority over either party or any applicable Releasee.
15. No Precedent . The terms of this Agreement will not establish any precedent, nor will this Agreement be used as a basis to seek or justify similar terms in any
subsequent situation involving persons other than the Employee. This Agreement may not be offered, used or admitted into evidence in any proceeding or litigation,
whether civil, criminal, arbitral or otherwise for such purpose.
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16. Attorneys’ Fees . The Employee agrees that if the Employee breaches any provision or obligation of this Agreement, the Employer is entitled to recover from
the Employee all costs, including reasonable attorneys’ fees and expenses, incurred by it in enforcing this Agreement, whether by filing suit or otherwise.
17. Entire Agreement . This Agreement constitutes the entire understanding of the parties, supersedes all prior oral or written agreements on the subject matter of
this Agreement and cannot be modified except by a writing signed by both parties.
18. Choice of Law . This Agreement will be governed and construed under the laws of the State of Tennessee without regard to the conflict of laws principles of
that state.
19. Exclusive Jurisdiction and Venue . The appropriate state or federal court in Williamson County, Tennessee will be the exclusive jurisdiction and venue for
any dispute arising out of this Agreement. The parties voluntarily submit to the jurisdiction of these courts for any litigation arising out of or concerning the
application, interpretation or any alleged breach of this Agreement.
20.

Binding Effect . This Agreement inures to the benefit of, and is binding upon, the parties and their respective successors and assigns.

21.

Captions . The captions to the various sections of this Agreement are for convenience only and are not part of this Agreement.

22. Severability . If any provisions of this Agreement are determined to be invalid or unenforceable for any reason, such determination will not affect the validity
of the remainder of this Agreement, including any other provision of this Agreement. If a court finds that any provision of this Agreement is invalid or
unenforceable, but that modification of such provision will make it valid or enforceable, then such provision will be deemed to be so modified.
23. Waiver . The waiver by either party of a breach by the other party of any provision of this Agreement will not operate or be construed as a waiver of any
subsequent breach by the party.
24. Counterparts . This Agreement may be executed in one or more counterparts, each of which will be deemed an original, but all of which together will
constitute the same agreement.
[ signature page immediately follows ]
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IN WITNESS WHEREOF , the parties hereto have executed this agreement as of the Effective Date.

EMPLOYEE:
/s/ Thomas W. Doub
Thomas W. Doub
EMPLOYER:

AMERICAN ADDICTION CENTERS, INC.
By:
Name:
Title:
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/s/ Timothy K. Stein
Timothy K. Stein
Vice President, Human Capital

Exhibit 10.23
EXECUTION VERSION
AMENDMENT NO. 1 TO CREDIT AGREEMENT, dated as of April 5, 2019 (this “ Agreement ”), is made and entered
into by and among AAC Holdings, Inc., a Nevada corporation (the “ Borrower ”), the other Loan Parties, the Lenders party hereto constituting
each Lender directly adversely affected by this Agreement and Credit Suisse AG (“ Credit Suisse ”), as Administrative Agent and Collateral
Agent under the Credit Agreement (as defined below).
RECITALS
WHEREAS, reference is made to the Credit Agreement, dated as of March 8, 2019 (as amended, restated, supplemented
or otherwise modified prior to the date of this Agreement, the “ Credit Agreement ”), by and among the Borrower, the lenders party thereto and
Credit Suisse, as Administrative Agent and Collateral Agent;
WHEREAS, on the terms and subject to the conditions set forth in this Agreement and in the Credit Agreement and
pursuant to and in accordance with Section 9.08 of the Credit Agreement, the Borrower has requested that the Lenders party hereto constituting
each Lender directly adversely affected by this Agreement hereby agree to make the amendments to the Credit Agreement set forth in this
Agreement;
WHEREAS, on the terms and subject to the conditions set forth in this Agreement and in the Credit Agreement and
pursuant to and in accordance with Section 9.08 of the Credit Agreement, the Lenders party hereto constituting each Lender directly adversely
affected by this Agreement are willing to agree to make the amendments to the Credit Agreement set forth in this Agreement; and
WHEREAS, each Lender directly adversely affected by this Agreement has authorized, directed and instructed the
Administrative Agent to execute and deliver this Agreement.
NOW, THEREFORE, in consideration of the mutual agreements contained in this Agreement and other good and
valuable consideration, the sufficiency and receipt of which are hereby acknowledged, the parties hereto hereby agree as follows:
SECTION 1. Defined Terms; Interpretation; Etc . Capitalized terms used and not defined in this Agreement shall
have the meanings assigned to such terms in the Credit Agreement.
SECTION 2. Amendments . On the Effective Date (as defined below), on the terms and subject to the conditions set
forth in this Agreement and in the Credit Agreement and pursuant to and in accordance with Section 9.08 of the Credit Agreement, the parties
hereto hereby agree that the definition of “Term Loan Maturity Date” in Section 1.01 of the Credit Agreement is hereby amended and restated
in its entirety and replaced with the following:
““ Term Loan Maturity Date ” shall mean April 15, 2020.”
SECTION 3. Conditions Precedent to Effectiveness . This Agreement shall become effective solely upon the
satisfaction of the following conditions precedent (upon satisfaction of such conditions, such date being referred to in this Agreement as the “
Effective Date ”):

(a) The Administrative Agent shall have received a counterpart signature page of this Agreement duly executed by each
of the Loan Parties and the Lenders party hereto constituting each Lender directly adversely affected by this Agreement .
(b) The representations and warranties set forth in Section 4 of this Agreement shall be true and correct in all material
respects on and as of the Effective Date, except to the extent such representations and warranties expressly relate to an earlier date and
except that such materiality qualifier shall not be applicable to any representation and warranty that is already qualified by materiality.
(c) The representations and warranties set forth in Article III of the Credit Agreement and in each other Loan Document
shall be true and correct in all material respects on and as of the Effective Date with the same effect as though made on and as of such
date, except to the extent such representations and warranties expressly relate to an earlier date and except that such materiality
qualifier shall not be applicable to any representation and warranty that is already qualified by materiality.
(d) At the time of and immediately after giving effect to the consummation of the transactions to be effected on the
Effective Date, no Default or Event of Default shall have occurred and be continuing or be continuing.
SECTION 4.
Representations and Warranties . In order to induce the Lenders party hereto to enter into this
Agreement, each Loan Party represents and warrants to the Lenders party hereto, as of the Effective Date, that both before and after giving
effect to this Agreement, the following statements are true and correct in all material respects:
(a) Power and Authority . The Borrower and each of the Subsidiaries has the power and authority to execute, deliver and
perform its obligations under this Agreement, the Credit Agreement and the other Loan Documents.
(b) Authorization . The Agreement (a) has been duly authorized by all requisite corporate and, if required, stockholder
action and (b) shall not (i) violate (A) any provision of (x) any material law, statute, rule or regulation, or (y) the certificate or articles
of incorporation or other constitutive documents or by-laws of the Borrower or any Subsidiary, (B) any material order of any
Governmental Authority or (C) any provision of any indenture, agreement or other instrument to which the Borrower or any
Subsidiary is a party or by which any of them or any of their property is or may be bound (in each case which is material to the
conduct of their business), (ii) be in conflict with, result in a breach of or constitute (alone or with notice or lapse of time or both) a
default under, or give rise to any right to accelerate or to require the prepayment, repurchase or redemption of any obligation under
any such indenture, agreement or other instrument, in the case of this clause (ii) as could reasonably be expected to result in a
Material Adverse Effect or (iii) result in the creation or imposition of any Lien upon or with respect to any material property or assets
now owned or hereafter acquired, created, developed or invented by the Borrower or any Subsidiary (other than any Lien created
hereunder or under the Security Documents).
(c) Enforceability . This Agreement has been duly executed and delivered by each of the Loan Parties party thereto and
constitutes a legal, valid and binding obligation of such Loan Party enforceable against such Loan Party in accordance with its terms,
except as such enforceability may be limited by applicable bankruptcy, insolvency, reorganization, moratorium, or similar laws
affecting creditors’ rights generally and by general principles of equity (regardless of whether enforcement is sought in a proceeding
in equity or at law).
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(d) Governmental Approvals . No action, consent or approval of, registration or filing with or any other action by any
Governmental Authority is or shall be required in connection with this Agreement , except for such actions, consents or approvals (a)
as have been made or obtained and are in full force and effect or (b) the failure to obtain could not reasonably be expected to result in
a Material Adverse Effect.
(e) Absence of Default . At the time of and immediately after giving effect to the consummation of the transactions to be
effected on the Effective Date, no Default or Event of Default has occurred and is continuing or would result from this Agreement.
(f) Copies of Loan Documents. The Loan Parties have provided the Lenders party hereto with true, accurate and
complete copies of the Credit Agreement and all other material Loan Documents together with all material amendments, consents,
waivers and any other modifications thereto and all such Loan Documents are in full force and effect through and including the date
of this Agreement.
SECTION 5. Reaffirmation of Guarantees and Security Interests . Each Loan Party hereby acknowledges its receipt
of a copy of this Agreement and its review of the terms and conditions of this Agreement and consents to the terms and conditions of this
Agreement. Each Loan Party hereby (a) affirms and confirms its guarantees, pledges, grants and other undertakings under the Credit
Agreement and the other Loan Documents to which it is a party and (b) agrees that (i) each Loan Document to which it is a party shall continue
to be in full force and effect and (ii) all guarantees, pledges, grants and other undertakings thereunder shall continue to be in full force and
effect and shall accrue to the benefit of the Secured Parties (as defined in the Guarantee and Collateral Agreement).
SECTION 6. Expenses; Indemnity; Damage Waiver . Section 9.05 of the Credit Agreement is hereby incorporated,
mutatis mutandis , by reference as if such Section was set forth in full in this Agreement.
SECTION 7. Release . The Borrower and each Subsidiary Guarantor (each, on behalf of itself and its Subsidiaries and
Affiliates) and their respective successors-in-title, legal representatives and assignees and, to the extent the same is claimed by right of, through
or under the Borrower or any Subsidiary Guarantor, for their past, present and future employees, agents, representatives, officers, directors,
shareholders, and trustees (each, a “ Releasing Party ” and collectively, the “ Releasing Parties ”), does hereby remise, release and discharge,
and shall be deemed to have forever remised, released and discharged, the Administrative Agent, the Collateral Agent and the Lenders, and the
Administrative Agent’s, the Collateral Agent’s and each Lender’s respective successors-in-title, legal representatives and assignees, past,
present and future officers, directors, shareholders, trustees, agents, employees, consultants, experts, advisors, attorneys and other professionals
and all other persons and entities to whom any of the foregoing would be liable if such persons or entities were found to be liable to any
Releasing Party, or any of them (collectively hereinafter the “ Lender Parties ”), from any and all manner of action and actions, cause and
causes of action, claims, charges, demands, counterclaims, suits, debts, dues, sums of money, accounts, reckonings, bonds, bills, specialties,
covenants, contracts, controversies, damages, judgments, expenses, executions, liens, claims of liens, claims of costs, penalties, attorneys’ fees,
or any other compensation, recovery or relief on account of any liability, obligation, demand or cause of action of whatever nature, whether in
law, equity or otherwise (including, without limitation, interest or other carrying costs, penalties, legal, accounting and other professional fees
and expenses, and incidental, consequential and punitive damages payable to third parties), whether known or unknown, fixed or contingent,
joint and/or several, secured or unsecured, due or not due, primary or secondary, liquidated or unliquidated, contractual or tortious, direct,
indirect, or derivative, asserted or unasserted, foreseen or unforeseen, suspected or unsuspected, now existing, heretofore existing or which
may heretofore accrue against any of the Lender Parties, whether held in a personal or representative capacity,
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and which are based on any act, fact, event or omission or other matter, cause or thing occurring at or from any time prior to and including the
date hereof in any way, directly or indirectly arising out of, connected with or relating to this Agreement or any other Loan Document and the
transactions contemplated thereby, and all other agreements, certificates, instruments and other documents and statements (whether written or
oral) related to any of the foregoing .
SECTION 8. Effect on the Credit Agreement.
(a) Except as specifically amended by this Agreement, the Credit Agreement and the other Loan Documents
shall remain in full force and effect and are hereby ratified and confirmed.
(b) The execution, delivery and performance of this Agreement shall not constitute a waiver of any provision
of, or operate as a waiver of any right, power or remedy of any Agent or Lender under any Loan Document.
(c) The parties hereto expressly acknowledge that it is not their intention that this Agreement or any of the
other Loan Documents executed or delivered pursuant hereto constitute a novation of any of the obligations, covenants or agreements
contained in the Credit Agreement or any other Loan Document, but a modification thereof pursuant to the terms contained herein.
(d) From and after the Effective Date, each reference in the Credit Agreement to “this Agreement”,
“hereunder”, “hereof”, “herein” or words of like import referring to the Credit Agreement, and each reference in the other Loan
Documents to the “Credit Agreement”, “thereunder”, “thereof” or words of like import referring to the Credit Agreement shall mean
and be a reference to the Credit Agreement as amended by this Agreement.
(e) This Agreement is, and shall be deemed to be, a Loan Document.
SECTION 9. Miscellaneous .
(a) Amendment, Modification and Waiver . This Agreement may not be amended or modified nor may any
provision of this Agreement be waived except pursuant to a writing signed by each of the parties hereto.
(b) Entire Agreement . This Agreement, the Credit Agreement and the other Loan Documents constitute the
entire agreement among the parties with respect to the subject matter of this Agreement and thereof and supersede all other prior
agreements and understandings, both written and verbal, among the parties or any of them with respect to the subject matter of this
Agreement.
(c) Applicable Law. This Agreement shall be construed in accordance with and governed by the laws of the
State of New York.
(d) Jurisdiction. Each party hereto hereby irrevocably and unconditionally submits, for itself and its property,
to the exclusive jurisdiction of any New York State court or Federal court of the United States of America sitting in the Borough of
Manhattan in New York City, and any appellate court from any thereof, in any action or proceeding arising out of or relating to this
Agreement, or for recognition or enforcement of any judgment, and each of the parties hereto hereby irrevocably and unconditionally
agrees that all claims in respect of any such action or proceeding may be heard and determined in such New York State or, to the
extent permitted by law, in such Federal court. Each of the parties hereto agrees that a final judgment in
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any such action or proceeding shall be conclusive and may be enforced in other jurisdictions by suit on the judgment or in any other
manner provided by law. Nothing in this Agreement shall affect any right that the Administrative Agent, the Collateral Agent or any
Lender may otherwise have to bring any action or proceeding relating to this Agreement or the other Loan Documents against the
Borrower , its Subsidiaries or any of their respective properties in the courts of any jurisdiction.
(e) Waiver of Objection to Venue and Forum Non Conveniens . Each party hereto hereby irrevocably and
unconditionally waives, to the fullest extent it may legally and effectively do so, any objection which it may now or hereafter have to
the laying of venue of any suit, action or proceeding arising out of or relating to this Agreement in any New York State or Federal
court. Each of the parties hereto hereby irrevocably waives, to the fullest extent permitted by law, the defense of an inconvenient
forum to the maintenance of such action or proceeding in any such court.
(f) Consent to Service of Process. Each party to this Agreement irrevocably consents to service of process in
the manner provided for notices in Section 9.01 of the Credit Agreement. Nothing in any Loan Document shall affect the right of any
party to this Agreement to serve process in any other manner permitted by law.
(g) WAIVER OF JURY TRIAL . EACH PARTY HERETO HEREBY WAIVES, TO THE FULLEST
EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY
LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF, UNDER OR IN CONNECTION WITH THIS AGREEMENT
OR ANY OF THE OTHER LOAN DOCUMENTS. EACH PARTY HERETO (A) CERTIFIES THAT NO REPRESENTATIVE,
AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH
OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND
(B) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THIS
AGREEMENT AND BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION.
(h) Severability . In the event any one or more of the provisions contained in this Agreement should be held
invalid, illegal or unenforceable in any respect, the validity, legality and enforceability of the remaining provisions contained in this
Agreement and therein shall not in any way be affected or impaired thereby (it being understood that the invalidity of a particular
provision in a particular jurisdiction shall not in and of itself affect the validity of such provision in any other jurisdiction). The
parties shall endeavor in good-faith negotiations to replace the invalid, illegal or unenforceable provisions with valid provisions the
economic effect of which comes as close as possible to that of the invalid, illegal or unenforceable provisions.
(i) Counterparts . This Agreement may be executed in counterparts (and by different parties hereto on
different counterparts), each of which shall constitute an original but all of which when taken together shall constitute a single
contract, and shall become effective. Delivery of an executed signature page to this Agreement by facsimile (or other electronic)
transmission shall be as effective as delivery of a manually signed counterpart of this Agreement.
(j) Headings . The headings of this Agreement are for purposes of reference only and shall not limit or
otherwise affect the meaning of this Agreement.
[ Remainder of this page intentionally left blank ]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers
as of the day and year first above written.
AAC HOLDINGS, INC.,
as the Borrower
By:

/s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

[ Signature Page to Amendment No. 1 to Credit Agreement ]

LOAN PARTIES:
AMERICAN ADDICTION CENTERS, INC.
FORTERUS HEALTH CARE SERVICES, INC.
SAN DIEGO ADDICTION TREATMENT CENTER, INC.
GREENHOUSE TREATMENT CENTER, LLC
CONCORDE TREATMENT CENTER, LLC
RECOVERY FIRST OF FLORIDA, LLC
RI – CLINICAL SERVICES, LLC
NEW JERSEY ADDICTION TREATMENT CENTER, LLC
AAC LAS VEGAS OUTPATIENT CENTER, LLC
AAC DALLAS OUTPATIENT CENTER, LLC
ADDICTION LABS OF AMERICA, LLC
BEHAVIORAL HEALTHCARE REALTY, LLC
CONCORDE REAL ESTATE, LLC
BHR GREENHOUSE REAL ESTATE, LLC
BHR ALISO VIEJO REAL ESTATE, LLC
BHR RINGWOOD REAL ESTATE, LLC
LAGUNA TREATMENT HOSPITAL, LLC
OXFORD OUTPATIENT CENTER, LLC
OXFORD TREATMENT CENTER, LLC
RIVER OAKS TREATMENT CENTER, LLC
SOLUTIONS TREATMENT CENTER, LLC
BHR OXFORD REAL ESTATE, LLC
SOBER MEDIA GROUP, LLC
REFERRAL SOLUTIONS GROUP, LLC
RECOVERY BRANDS, LLC
AAC HEALTHCARE NETWORK, INC.
SAGENEX DIAGNOSTICS LABORATORY, LLC
THE ACADEMY REAL ESTATE, LLC
PALM BEACH PROFESSIONAL GROUP, PROFESSIONAL CORPORATION
LAS VEGAS PROFESSIONAL GROUP – CALARCO, P.C.
GRAND PRAIRIE PROFESSIONAL GROUP, P.A.
SAN DIEGO PROFESSIONAL GROUP, P.C.
PONTCHARTRAIN MEDICAL GROUP, A PROFESSIONAL CORPORATION
OXFORD PROFESSIONAL GROUP, P.C.
ADCARE, INC.
ADCARE HOSPITAL OF WORCESTER, INC.
GREEN HILL REALTY CORPORATION
LINCOLN CATHARINE REALTY CORPORATION, INC.
ADCARE RHODE ISLAND, INC.
TOWER HILL REALTY, INC.

By:

/s/ Andrew McWilliams
Name: Andrew McWilliams
Title: Chief Financial Officer

[ Signature Page to Amendment No. 1 to Credit Agreement ]

GRAND PRAIRIE PROFESSIONAL GROUP, P.A.
LAS VEGAS PROFESSIONAL GROUP – CALARCO, P.C.
OXFORD PROFESSIONAL GROUP, P.C.
PALM BEACH PROFESSIONAL GROUP,
PROFESSIONAL CORPORATION
PONTCHARTRAIN MEDICAL GROUP, A PROFESSIONAL CORPORATION
SAN DIEGO PROFESSIONAL GROUP, P.C.

By:

/s/ Mark A. Calarco, D.O.
Name: Mark A. Calarco, D.O.
Title: Director

[ Signature Page to Amendment No. 1 to Credit Agreement ]

CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH , as the
Administrative Agent
By:

/s/ Didier Siffer
Name: Didier Siffer
Title: Authorized Signatory

By:

/s/ Bryan J. Matthews
Name: Bryan J. Matthews
Title: Authorized Signatory

[ Signature Page to Amendment No. 1 to Credit Agreement ]

CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH , as a Lender
By:

/s/ Didier Siffer
Name: Didier Siffer
Title: Authorized Signatory

By:

/s/ Bryan J. Matthews
Name: Bryan J. Matthews
Title: Authorized Signatory

[ Signature Page to Amendment No. 1 to Credit Agreement ]

AXA IM LOAN LIMITED , as a Lender
By:

/s/ Yumiko Licznerski
Name: Yumiko Licznerski
Title: Senior Loan Analyst

By:
Name:
Title:
[ Signature Page to Amendment No. 1 to Credit Agreement ]

LENDER:
BRIGHTWOOD CAPITAL FUND III HOLDINGS
SPV-2, LLC
BY: BRIGHTWOOD CAPITAL FUND
MANAGERS III, LLC, as its Manager
By:

/s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By:

/s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member

BRIGHTWOOD CAPITAL FUND III-U, LP
BY: BRIGHTWOOD CAPITAL FUND
MANAGERS III, LLC, as its Manager
By:

/s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By:

/s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member

BRIGHTWOOD CAPITAL FUND IV, LP
BY: BRIGHTWOOD CAPITAL FUND
MANAGERS IV, LLC, as its General Partner
By:

/s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By:

/s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member

BRIGHTWOOD CAPITAL OFFSHORE FUND
IV, LP
BY: BRIGHTWOOD CAPITAL FUND
MANAGERS IV, LLC, as its General Partner
By:

/s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By:

/s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member

BRIGHTWOOD CAPITAL OFFSHORE FUND
IV-U, LP
BY: BRIGHTWOOD CAPITAL FUND
MANAGERS IV, LLC, as its General Partner
By:

/s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By:

/s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member

BRIGHTWOOD CAPITAL CO-INVEST FUND, LP
BY: BRIGHTWOOD CAPITAL FUND MANAGERS IV, LLC,
its General Partner
By:

/s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By: /s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member

BRIGHTWOOD CAPITAL FUND IV HOLDINGS SPV-2, LLC
BY: BRIGHTWOOD CAPITAL FUND MANAGERS IV, LLC,
its General Partner
By: /s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By: /s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member

BRIGHTWOOD CAPITAL OFFSHORE FUND IV-U, LP
BY: BRIGHTWOOD CAPITAL FUND MANAGERS IV, LLC,
its General Partner
By:

/s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By: /s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member

BRIGHTWOOD CAPITAL FUND IV HOLDINGS SPV-2, LLC
BY: BRIGHTWOOD CAPITAL FUND MANAGERS IV, LLC,
its General Partner
By: /s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By: /s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member

BRIGHTWOOD FUND III STATIC 2018-1, LLC,
BY: BRIGHTWOOD CAPITAL FUND MANAGERS III, LLC,
as its Manager
By:

/s/ Phil Daniele
Name: Phil Daniele
Title: Chief Risk Officer

By: /s/ Sengal Selassie
Name: Sengal Selassie
Title: Managing Member

LENDER:
CAPITAL SOUTHWEST CORPORATION
By:

/s/ Josh Weinstein
Name:
Josh Weinstein
Title:
MD

LENDER:
CQS CREDIT MULTI ASSET FUND, A SUB-FUND OF CQS
GLOBAL FUNDS (IRELAND) PLC
By:

/s/ Atholl Wilton
Name:
Atholl Wilton
Title:
Authorised Signatory

CQS AIGUILLE DU CHARDONNET MF S.C.A.
SICAV-SIF
By:

/s/ Atholl Wilton
Name:
Atholl Wilton
Title:
Authorised Signatory

GRACECHURCH OPPORTUNITIES FUND LIMITED
By:

/s/ Atholl Wilton
Name:
Atholl Wilton
Title:
Authorised Signatory

CQS DEDICATED MULTI STRATEGY FUND LIMITED
By:

/s/ Atholl Wilton
Name:
Atholl Wilton
Title:
Authorised Signatory

ELLINGTON CLO MANAGEMENT, LLC., on behalf of
Ellington CLO I, as a Lender
By:

/s/ Dale Stohr
Name:
Dale Stohr
Title:
Portfolio Manager

By:
Name:
Title:

ELLINGTON CLO MANAGEMENT, LLC., on behalf of
Ellington CLO II, as a Lender
By:

/s/ Dale Stohr
Name:
Dale Stohr
Title:
Portfolio Manager

By:
Name:
Title:

ELLINGTON CLO MANAGEMENT, LLC., on behalf of
Ellington CLO III, as a Lender
By:

/s/ Dale Stohr
Name:
Dale Stohr
Title:
Portfolio Manager

By:
Name:
Title:

ELLINGTON CLO MANAGEMENT, LLC., on behalf of
Ellington CLO IV, as a Lender
By:

/s/ Dale Stohr
Name:
Dale Stohr
Title:
Portfolio Manager

By:
Name:
Title:

HALCYON LOAN ADVISORS FUNDING 2017-1, LTD.
HALCYON LOAN ADVISORS FUNDING 2017-2, LTD.
By:

/s/ David Martino
Name:
David Martino
Title:
Controller

By:
Name:
Title:

LENDER:
HG VORA SPECIAL OPPORTUNITIES MASTER FUND,
LTD.
By: HG Vora Capital Management, LLC, in its capacity as
investment adviser

By: /s/ Gary Moross
Name: Gary Moross
Title: Partner

LENDER:
HMS FUNDING I LLC
BY: HMS INCOME FUND, INC.
ITS DESIGNATED MANAGER
By:

/s/ Alejandro Palomo
Name: Alejandro Palomo
Title: Authorized Agent

LENDER:
I-45 SPV LLC
By: /s/ Nicholas T. Meserve
Name: Nicholas T. Meserve
Title: Manager

LENDER:
MAIN STREET CAPITAL CORPORATION
By:

/s/ Nicholas T. Meserve
Name: Nicholas T. Meserve
Title: Managing Director

MARATHON CLO XI LTD.
MARATHON CLO XII LTD.
MARATHON CLO VI LTD.
MARATHON CLO VIII LTD.
MARATHON CLO IX LTD.
MARATHON CLO X LTD.
as a Lender
By: Marathon Asset Management L.P.
Its Authorized Signatory
By:

/s/ Jason Friedman
Name: Jason Friedman
Title: Authorized Signatory

By:
Name:
Title:

Exhibit 21.1
LIST OF SUBSIDIARIES
Name of Subsidiary
(Including d/b/a name, if applicable)

American Addiction Centers, Inc.

Jurisdiction of Incorporation or Organization

Nevada

AAC Dallas Outpatient Center, LLC
d/b/a Greenhouse Outpatient Center

Delaware

AAC Las Vegas Outpatient Center, LLC
d/b/a Desert Hope Outpatient Center

Delaware

ABTCC, LLC

California

B&B Holdings Intl LLC
Singer Island Recovery Center LLC
Behavioral Healthcare Realty, LLC

Florida
Florida
Delaware

BHR Aliso Viejo Real Estate, LLC
d/b/a Resolutions San Diego

Delaware

BHR Greenhouse Real Estate, LLC
d/b/a Resolutions Arlington

Texas

BHR Oxford Real Estate, LLC
d/b/a Resolutions Oxford

Delaware

BHR Ringwood Real Estate, LLC
d/b/a Resolutions Franklin

Delaware

Concord Real Estate, LLC
d/b/a Resolutions Las Vegas
The Academy Real Estate, LLC
Concorde Treatment Center, LLC
d/b/a Desert Hope Center

Nevada

Delaware
Nevada

Clinical Revenue Management Services, LLC

Tennessee

Fitrx, LLC

Tennessee

Forterus Health Care Services, Inc.

Delaware

Greenhouse Treatment Center, LLC
d/b/a The Greenhouse

Texas

Laguna Treatment Hospital, LLC

Delaware

New Jersey Addiction Treatment Center, LLC
d/b/a Sunrise House

Delaware

Oxford Outpatient Center, LLC

Delaware

Exhibit 21.1
Oxford Treatment Center, LLC

Delaware

Recovery First of Florida, LLC
d/b/a Recovery First
d/b/a Recovery First Fort Lauderdale East

Delaware

River Oaks Treatment Center, LLC

Delaware

Rush Medical – Lafayette, LLC

Delaware

San Diego Addiction Treatment Center, Inc.

Delaware

Sober Media Group, LLC

Delaware

Recovery Brands, LLC

California

Referral Solutions Group, LLC

California

Taj Media, LLC
d/b/a RankLab Interactive

California

Solutions Treatment Center, LLC
d/b/a Solutions Recovery

Delaware

Townsend Recovery Center New Orleans, LLC

Delaware

Townsend Treatment Center, LLC
d/b/a Townsend Recovery Center

Delaware

AAC Healthcare Network, Inc.
AdCare, Inc.

Delaware
Massachusetts

AdCare Criminal Justice Services, Inc.

Massachusetts

AdCare Hospital of Worcester, Inc.

Massachusetts

AdCare Rhode Island, Inc.

Rhode Island

Diversified Healthcare Strategies, Inc.

Massachusetts

Green Hill Realty Corporation

Massachusetts

Lincoln Catharine Realty Corporation

Massachusetts

Tower Hill Realty, Inc.

Rhode Island

Addiction Labs of America, LLC

Delaware

RI – Clinical Services, LLC

Delaware

Sagenex Diagnostics Laboratory, LLC

Delaware

Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

AAC Holdings, Inc.
Brentwood, Tennessee
We hereby consent to the incorporation by reference in the Registration Statements on Form S-3 (Nos. 333-207939 and 333-225536) and
Form S-8 (Nos. 333-199161, 333-201218, and 333-218053) of AAC Holdings, Inc. of our report dated April 12, 2019, relating to the
consolidated financial statements, which appears in this Form 10-K. Our report contains an explanatory paragraph regarding the
Company’s ability to continue as a going concern.
/s/ BDO USA, LLP
Nashville, Tennessee
April 12, 2019

Exhibit 31.1
CERTIFICATION PURSUANT TO
SECURITIES EXCHANGE ACT RULES 13a-14 and 15d-14
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Michael T. Cartwright, Chief Executive Officer, certify that:
1.

I have reviewed this annual report on Form 10-K of AAC Holdings, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:

5.

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

(c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: April 12, 2019
/s/ Michael T. Cartwright
Michael T. Cartwright
Chief Executive Officer

Exhibit 31.2
CERTIFICATION PURSUANT TO
SECURITIES EXCHANGE ACT RULES 13a-14 and 15d-14
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Andrew W. McWilliams, Chief Financial Officer, certify that:
1.

I have reviewed this annual report on Form 10-K of AAC Holdings, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:

5.

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

(c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: April 12, 2019
/s/ Andrew W. McWilliams
Andrew McWilliams
Chief Financial Officer

Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the comprehensive Annual Report on Form 10-K of AAC Holdings, Inc. (the “Company”) for the fiscal years ended December 31, 2018, 2017,
and 2016 and the quarterly periods ended September 30, 2018 and 2017, June 30, 2018 and 2017, and March 31, 2018 and 2017, as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Michael T. Cartwright, in my capacity as the Chief Executive Officer of the Company, certify, pursuant
to 18 U.S.C. 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the
Company.
Date: April 12, 2019
/s/ Michael T. Cartwright
Michael T. Cartwright
Chief Executive Officer

* A signed original of this written statement required by Section 906 has been provided to AAC Holdings, Inc. and will be retained by AAC Holdings, Inc. and
furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the comprehensive Annual Report on Form 10-K of AAC Holdings, Inc. (the “Company”) for the fiscal years ended December 31, 2018, 2017
and 2016 and the quarterly periods ended September 30, 2018 and 2017, June 30, 2018 and 2017, and March 31, 2018 and 2017, as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Andrew W. McWilliams, in my capacity as the Chief Financial Officer of the Company, certify, pursuant
to 18 U.S.C. 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the
Company.
Date: April 12, 2019
/s/ Andrew W. McWilliams
Andrew W. McWilliams
Chief Financial Officer
* A signed original of this written statement required by Section 906 has been provided to AAC Holdings, Inc. and will be retained by AAC Holdings, Inc. and
furnished to the Securities and Exchange Commission or its staff upon request.

