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Item 8.01

Other Events.

On December 6, 2019, the Board of Directors of The Providence Service Corporation (the “Company”) amended the management incentive plan
(“MIP”), which was originally established in connection with the acquisition of Circulation, Inc. in 2018 and amended in the first quarter of 2019. This
subsequent amendment reduces the total potential payments under the MIP from $12.0 million to approximately $2.6 million, positively impacting the
Company’s income from continuing operations before income taxes as well as EBITDA by approximately $9.4 million through December 31, 2021. For the
three months ended December 31, 2019, this amendment to the MIP positively impacts the Company’s income from continuing operations before income taxes
by approximately $3.3 million. This amendment has no impact to Adjusted EBITDA.
Non-GAAP Financial Measures and Adjustments
In addition to the financial measures prepared in accordance with generally accepted accounting principles in the United States (“GAAP”), this reports includes
references to EBITDA and Adjusted EBITDA for the Company and its segments. EBITDA is defined as income (loss) from continuing operations, net of taxes,
before: (1) interest expense, net, (2) provision (benefit) for income taxes and (3) depreciation and amortization. Adjusted EBITDA is calculated as EBITDA
before certain items, including (as applicable): (1) restructuring and related charges, including costs related to our corporate reorganization, (2) equity in net
loss of investee, (3) certain litigation related expenses, settlement income or other negotiated settlements relating to certain matters from prior periods, (4)
certain transaction and related costs, including the MIP, (5) asset impairment charges, and (6) gain on remeasurement of cost investment. We utilize certain
non-GAAP performance measures, which exclude certain expenses and amounts, because we believe the timing of such expenses is unpredictable and not
driven by our core operating results, and therefore render comparisons with prior periods as well as with other companies in our industry less meaningful. We
believe such measures allow investors to gain a better understanding of the factors and trends affecting the ongoing operations of our business. We consider our
core operations to be the ongoing activities to provide services from which we earn revenue, including direct operating costs and indirect costs to support these
activities. In addition, our net loss in equity investee is excluded from these measures, as we do not have the ability to manage these ventures, allocate resources
within the ventures, or directly control their operations or performance.
Our non-GAAP financial measures may not provide information that is directly comparable to that provided by other companies in our industry, as other
companies in our industry may calculate non-GAAP financial results differently. In addition, there are limitations in using non-GAAP financial measures
because they are not prepared in accordance with GAAP, may be different from non-GAAP financial measures used by other companies, and exclude expenses
that may have a material impact on our reported financial results. The presentation of non-GAAP financial information is not meant to be considered in
isolation from or as a substitute for the directly comparable financial measures prepared in accordance with GAAP.
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