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PART I—FINANCIAL INFORMATION
Item 1. Financial Statements.
The Providence Service Corporation
Condensed Consolidated Balance Sheets
(in thousands except share and per share data)
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June 30, 2020

December 31, 2019

(Unaudited)
Assets
Current assets:
Cash and cash equivalents

$

Accounts receivable, net of allowance of $8,162 in 2020 and $5,933 in 2019
Other receivables
Prepaid expenses and other
Restricted cash

41,786

$

61,365

170,063

180,416

7,320

3,396

23,409

10,942

3,213

153

Current assets of discontinued operations

89

155

245,880

256,427

Operating lease right-of-use assets

19,864

20,095

Property and equipment, net

20,793

23,243

135,216

135,216

Total current assets

Goodwill
Intangible assets, net
Equity investment
Other assets

92,242

19,911

131,974

130,869

8,365
$

Total assets

11,620

654,334

$

199

$

597,381

Liabilities, redeemable convertible preferred stock and stockholders’ equity
Current liabilities:
Current portion of finance lease liabilities

$

308

Accounts payable

8,293

9,805

Current portion of operating lease liabilities

7,016

6,730

Accrued expenses

90,695

38,733

Accrued transportation costs

84,054

87,063

Deferred revenue

689

227

Self-funded insurance programs

8,864

5,890

Current liabilities of discontinued operations

1,504

1,430

201,314

150,186

Total current liabilities
Finance lease liabilities, less current portion

—

45

Operating lease liabilities, less current portion

13,886

14,502

Long-term contract payables

26,079

—

Other long-term liabilities

12,950

15,029

Deferred tax liabilities

34,348

22,907

288,577

202,669

5,299

77,120

Total liabilities
Commitments and contingencies (Note 13)
Redeemable convertible preferred stock
Convertible preferred stock, net: Authorized 10,000,000 shares; $0.001 par value; 54,882 and 798,788,
respectively, issued and outstanding; 5.5%/8.5% dividend rate
Stockholders’ equity
Common stock: Authorized 40,000,000 shares; $0.001 par value; 19,254,090 and 18,073,763, respectively,
issued and outstanding (including treasury shares)
Additional paid-in capital
Retained earnings
Treasury shares, at cost, 5,285,085 and 5,088,782 shares, respectively
Total stockholders’ equity
$

Total liabilities, redeemable convertible preferred stock and stockholders’ equity

19

18

402,433

351,529

185,917

183,733

(227,911)

(217,688)

360,458

317,592

654,334

See accompanying notes to the unaudited condensed consolidated financial statements
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$

597,381

The Providence Service Corporation
Unaudited Condensed Consolidated Statements of Operations
(in thousands except share and per share data)
Three months ended June 30,
2020
Service revenue, net

$

Six months ended June 30,

2019

282,256

$

2020

363,911

$

2019

649,547

$

731,726

Operating expenses:
Service expense
General and administrative expense
Depreciation and amortization

196,106

345,948

528,767

686,446

31,199

16,860

51,994

36,262

6,108

4,353

9,898

8,827

Total operating expenses

233,413

367,161

590,659

731,535

Operating income (loss)

48,843

(3,250)

58,888

191

1,498

301

1,739

604

—

(66)

—

(132)

(4,425)

1,315

(1,875)

2,971

Income (loss) from continuing operations before income taxes
Provision (benefit) for income taxes

51,770

(4,800)

59,024

(3,252)

14,471

(1,391)

5,425

(1,157)

Income (loss) from continuing operations, net of tax

37,299

(3,409)

53,599

(2,095)

(301)

1,697

(503)

966

Other expenses (income):
Interest expense, net
Other income
Equity in net (gain) loss of investee

(Loss) income from discontinued operations, net of tax
Net income (loss)

$

36,998

$

(1,712)

$

53,096

$

(1,129)

Net (loss) income available to common stockholders (Note 11)

$

(12,819)

$

(2,810)

$

1,920

$

(3,314)

$

(0.96)

$

(0.35)

$

0.19

$

(0.33)

0.15

$

(0.26)

0.19

$

(0.33)

$

(0.26)

Basic (loss) earnings per common share:
Continuing operations
Discontinued operations

(0.02)

Basic (loss) earnings per common share

0.13

(0.04)

$

(0.98)

$

(0.22)

$

$

(0.96)

$

(0.35)

$

0.07

Diluted (loss) earnings per common share:
Continuing operations
Discontinued operations

(0.02)

Diluted (loss) earnings per common share

$

(0.98)

0.13
$

(0.22)

(0.04)
$

0.15

0.07

Weighted-average number of common shares outstanding:
Basic

13,077,596

12,973,496

13,032,931

12,937,054

Diluted

13,077,596

12,973,496

13,059,699

12,937,054

See accompanying notes to the unaudited condensed consolidated financial statements
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The Providence Service Corporation
Unaudited Condensed Consolidated Statements of Stockholders’ Equity
(in thousands except share data)
Six months ended June 30, 2020
Common Stock
Shares
Balance at December 31, 2019

18,073,763

Amount
$

18

$

Additional
Paid-In

Retained

Capital

Earnings

351,529

$

Treasury Stock
Shares

Amount

183,733

5,088,782

$

Total

(217,688)

$

317,592

Net income

—

—

—

16,098

—

—

16,098

Stock-based compensation

—

—

1,005

—

—

—

1,005

Exercise of employee stock options

39,111

—

2,054

—

—

—

2,054

Restricted stock issued

79,029

—

—

—

626

(37)

(37)

701

—

38

—

—

—

38

Stock repurchase plan

—

—

—

—

142,821

(7,299)

(7,299)

Conversion of convertible preferred stock to common stock

40

—

2

—

—

—

2

Convertible preferred stock dividends (1)

—

—

—

(1,095)

—

—

(1,095)

Shares issued for bonus settlement and director stipends

198,736

5,232,229

Net income

—

—

—

36,998

—

—

Stock-based compensation

—

—

691

—

—

—

691

129,722

—

9,275

—

—

—

9,275

(8,496)

—

—

—

—

—

—

487

—

38

—

—

—

38

—

—

—

—

52,856

(2,887)

(2,887)

14,166

—

546

—

—

—

546

—

—

—

(42,954)

—

—

(42,954)

925,567

1

37,255

(5,997)

—

—

31,259

—

—

—

(866)

—

—

185,917

5,285,085

Balance at March 31, 2020

Exercise of employee stock options
Restricted stock forfeited
Shares issued for bonus settlement and director stipends
Stock repurchase plan
Conversion of convertible preferred stock to common stock
Redemption of convertible preferred stock pursuant to Conversion
Agreement
Conversion of convertible preferred stock to common stock pursuant to
Conversion Agreement
Convertible preferred stock dividends (1)
Balance at June 30, 2020

18,192,644

19,254,090

$

18

$

$

19

$

354,628

402,433

$

$

$

$

(225,024)

(227,911)

$

328,358
36,998

(866)
$

360,458

(1)

Cash dividends on redeemable convertible preferred stock of $1.37 per share were distributed to convertible preferred stockholders for the three months ended March 31,
2020 and June 30, 2020.
Six months ended June 30, 2019
Common Stock
Shares
Balance at December 31, 2018

17,784,769

Amount
$

18

$

Additional
Paid-In

Retained

Capital

Earnings

334,744

$

Treasury Stock
Shares

187,127

4,970,093

Amount
$

Total

(210,891)

$

310,998

Net income

—

—

—

582

—

—

582

Stock-based compensation

—

—

2,103

—

—

—

2,103

Exercise of employee stock options

57,022

—

2,557

—

—

—

2,557

Restricted stock issued

25,357

—

—

—

3,459

(217)

(217)

599

—

—

—

—

—

—

—

—

—

(1,087)

—

—

(1,087)

Shares issued for bonus settlement and director stipends
Convertible preferred stock dividends (2)

186,622

4,973,552

Net loss

—

—

—

(1,712)

—

—

(1,712)

Stock-based compensation

—

—

1,289

—

—

—

1,289

67,931

—

3,826

—

—

—

3,826

7,088

—

—

—

2,419

(155)

(155)

202

—

—

—

—

—

—

4,104

—

157

—

—

—

157

Balance at March 31, 2019

Exercise of employee stock options
Restricted stock issued
Shares issued for bonus settlement and director stipends
Conversion of convertible preferred stock to common stock
Convertible preferred stock dividends (2)
Balance at June 30, 2019

17,867,747

$

—
17,947,072

18

$

—
$

339,404

$

—

18

$

7

344,676

$

(1,098)

—

183,812

4,975,971

$

(211,108)

$

—
$

(211,263)

314,936

(1,098)
$

317,243

(2)

Cash dividends on redeemable convertible preferred stock of $1.36 and $1.37 per share were distributed to convertible preferred stockholders for the three months ended
March 31, 2019 and June 30, 2019, respectively.

See accompanying notes to the unaudited condensed consolidated financial statements
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The Providence Service Corporation
Unaudited Condensed Consolidated Statements of Cash Flows
(in thousands)
Six months ended June 30,
2020

2019

Operating activities
Net income (loss)

$

53,096

$

(1,129)

Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Depreciation

4,564

5,710

Amortization

5,334

3,117

Provision for doubtful accounts

2,229

281

Stock-based compensation
Deferred income taxes

1,772

3,392

11,441

(1,346)

136

201

(1,875)

2,971

4,373

5,093

216

—

8,206

(7,389)

(13,119)

(3,680)

Amortization of deferred financing costs and debt discount
Equity in net (gain) loss of investee
Reduction of right of use assets
Loss on disposal of assets
Changes in operating assets and liabilities:
Accounts receivable and other receivables
Prepaid expenses and other
Income taxes on gain from sale of business

173

8,223

Self-funded insurance programs

615

(1,235)

Accounts payable and accrued expenses

50,324

9,775

Accrued transportation costs

(3,010)

2,936

462

(433)

Deferred revenue
Long-term contract payables and other long-term liabilities
Net cash provided by operating activities

22,251

(3,416)

147,188

23,071

(2,330)

(4,277)

Investing activities
Purchase of property and equipment
Acquisition, net of cash acquired

(77,665)

—

Net cash used in investing activities

(79,995)

(4,277)

Financing activities
Proceeds from debt

162,000

12,000

Repayment of debt

(162,000)

(12,000)

Preferred stock conversion payment
Preferred stock dividends
Repurchase of common stock, for treasury
Proceeds from common stock issued pursuant to stock option exercise

(82,769)

—

(1,961)

(2,185)

(10,186)

(372)

11,329

6,383

Restricted stock surrendered for employee tax payment

(37)

—

(154)

(566)

Net cash (used in) provided by financing activities

(83,778)

3,260

Net change in cash, cash equivalents and restricted cash

(16,585)

22,054

Other financing activities

Cash, cash equivalents and restricted cash at beginning of period

61,673
$

Cash, cash equivalents and restricted cash at end of period

45,088

See accompanying notes to the unaudited condensed consolidated financial statements
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12,367
$

34,421

The Providence Service Corporation
Supplemental Cash Flow Information
(in thousands)
Six months ended
June 30,
Supplemental cash flow information

2020

2019

Cash paid for interest

$

1,669

$

852

Cash paid for income taxes, net of refunds

$

1,967

$

1,992

Assets acquired under operating leases

$

4,144

$

1,282

See accompanying notes to the unaudited condensed consolidated financial statements
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The Providence Service Corporation
Notes to the Unaudited Condensed Consolidated Financial Statements
June 30, 2020
(in thousands except years, share and per share data)
1. Organization and Basis of Presentation
Description of Business
The Providence Service Corporation (“we”, the “Company” or “Providence”) is the largest manager of non-emergency medical transportation
(“NET”) programs for state governments and managed care organizations (“MCOs”) in the United States (“U.S.”). The Company operates under the brands
LogistiCare and Circulation. Additionally, the Company owns a minority investment in CCHN Group Holdings, Inc. and its subsidiaries (“Matrix”). Matrix
provides a broad array of assessment and care management services that improve health outcomes for individuals and financial performance for health
plans. Matrix’s national network of community-based clinicians delivers in-home and on-site services while its fleet of mobile health clinics provide
community-based care with advanced diagnostic capabilities. These solutions combined with Matrix’s advanced engagement approach, help health plans
manage risks, close care gaps and connect members to care.
During 2019, the Company consolidated all activities and functions performed at the corporate holding company level into its NET Services
segment (“Organizational Consolidation”). As a result of the Organizational Consolidation, the Company incurred restructuring and related organization
costs. See Note 8, Restructuring and Related Reorganization Costs, for further information.
Basis of Presentation
The Company follows accounting standards set by the Financial Accounting Standards Board (“FASB”). The FASB establishes accounting
principles generally accepted in the United States (“GAAP”). Rules and interpretive releases of the Securities and Exchange Commission (“SEC”) under
authority of federal securities laws are also sources of authoritative GAAP for SEC registrants. References to GAAP issued by the FASB in these footnotes
are to the FASB Accounting Standards Codification (“ASC”), which serves as the single source of authoritative accounting and applicable reporting
standards to be applied for non-governmental entities. All amounts are presented in U.S. dollars, unless otherwise noted.
The Company’s condensed consolidated financial statements have been prepared in accordance with GAAP for interim financial information, and
with the instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all the information and disclosures required by
GAAP for complete financial statements. In the opinion of management, all adjustments considered necessary for the fair presentation of the results of the
interim periods have been included.
The Company has made estimates relating to the reporting of assets and liabilities, revenues and expenses and certain disclosures in the
preparation of these condensed consolidated financial statements in conformity with GAAP. Actual results could differ from those estimates. Operating
results for the three and six months ended June 30, 2020 are not necessarily indicative of the results that may be expected for the fiscal year ending
December 31, 2020. Management has evaluated events and transactions that occurred after the balance sheet date and through the date these condensed
consolidated financial statements were filed with the SEC and considered the effect of such events in the preparation of these condensed consolidated
financial statements.
The condensed consolidated balance sheet at December 31, 2019 included in this Form 10-Q has been derived from audited financial statements at
that date but does not include all the information and footnotes required by GAAP for complete financial statements. The condensed consolidated financial
statements contained herein should be read in conjunction with the audited financial statements and notes included in the Company’s Annual Report on
Form 10-K for the year ended December 31, 2019.
The Company accounts for its investment in Matrix using the equity method, as the Company does not control the decision-making process or
business management practices of Matrix. While the Company has access to certain information and performs certain procedures to review the
reasonableness of information, the Company relies on the management of Matrix to provide accurate financial information prepared in accordance with
GAAP. The Company receives audit reports relating to such financial information from Matrix’s independent auditors on an annual basis. The Company is
not aware of any errors in or possible misstatements of the financial information provided by Matrix that would have a material effect on the Company’s
condensed consolidated financial statements. See Note 5, Equity Investment, for further information.
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Uncertainties due to COVID-19
In December 2019, an outbreak of a new strain of a coronavirus causing a coronavirus disease ("COVID-19"), began in Wuhan, Hubei Province,
China. In March 2020, the World Health Organization declared COVID-19 a pandemic. The COVID-19 pandemic has negatively impacted the global
economy, disrupted global supply chains and created significant volatility and disruption of financial markets. COVID-19, as well as measures taken by
governmental authorities and private actors to limit the spread of this virus, has and is likely to continue to interfere with the ability of the Company's
employees, suppliers, transportation providers and other business providers to carry out their assigned tasks at ordinary levels of performance relative to the
conduct of the Company’s business which may cause the Company to materially curtail certain business operations. While the Company is monitoring the
impact of COVID-19 on its business and financial results, at this time the Company is unable to accurately predict the extent to which the COVID-19
pandemic impacts its business, operations and financial results.
The Company’s condensed consolidated financial statements reflect estimates and assumptions made by management that affect the reported
amounts of assets and liabilities and reported amounts of revenue and expenses. It is possible that these assumptions and estimates may materially change.
On March 27, 2020, the U.S. government enacted the Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”) which includes
modifications to the limitation on business interest expense and net operating loss provisions, and provides a delay in the payment of employer federal
payroll taxes during 2020 after the date of enactment. Due to the favorable impact of the CARES Act on the Company’s 2018 U.S. net operating losses
("NOLs"), the effective tax rate of 9.2% was lower than the U.S. federal statutory rate of 21.0% for the six months ended June 30, 2020. The 28.0%
effective tax rate for the three months ended June 30, 2020 was not impacted by the CARES Act. See Note 12, Income Taxes, for further information.
Reclassifications
During the six months ended June 30, 2020, the Company has separately classified the reduction of right-of-use assets in its consolidated
statement of cash flows and conformed the prior period.
2. Significant Accounting Policies and Recent Accounting Pronouncements
The Company adopted the following accounting pronouncements during the six months ended June 30, 2020:
In June 2016, the FASB issued Accounting Standards Update ("ASU") No. 2016-13, Financial Instruments - Credit Losses (Topic 326) (“ASU
2016-13”). The amendments in ASU 2016-13 superseded much of the existing guidance for reporting credit losses for assets held at amortized cost basis
and available for sale debt securities. The amendments in ASU 2016-13 affected loans, debt securities, trade receivables, net investments in leases, offbalance sheet credit exposures, reinsurance receivables, and any other financial assets not excluded from the scope that have the contractual right to receive
cash. The Company adopted ASU 2016-13 on January 1, 2020. As of the quarter ended June 30, 2020, this guidance did not have a material impact on the
condensed consolidated financial statements or disclosures nor is it expected to have a material impact in the future.
In August 2018, the FASB issued ASU No. 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework-Changes to the Disclosure
Requirements for Fair Value Measurement (“ASU 2018-13”) which removed, modified, and added additional disclosures related to fair value
measurements. The Company adopted ASU 2018-13 on January 1, 2020. As of the quarter ended June 30, 2020, this guidance did not have an impact on
the condensed consolidated financial statements or disclosures nor is it expected to have a material impact in the future.
In August 2018, the FASB issued ASU No. 2018-15, Intangibles-Goodwill and Other-Internal-Use Software: Customer’s Accounting for
Implementation Costs Incurred in a Cloud Computing Arrangement that is a Service Contract (“ASU 2018-15”). ASU 2018-15 aligned the requirements
for capitalizing implementation costs incurred in a hosting arrangement that is a service contract with the requirements for capitalizing implementation
costs incurred to develop or obtain internal-use software. The Company elected to apply the prospective transition approach and therefore applied the
transition requirements to any eligible costs incurred after adoption. The Company adopted ASU 2018-15 on January 1, 2020. As of June 30, 2020, the
Company has not incurred any material implementation costs associated with new service contracts since the date of adoption.
In February 2020, the FASB has issued ASU No. 2020-02, Financial Instruments—Credit Losses (Topic 326) and

12

Leases (Topic 842): Amendments to SEC Paragraphs Pursuant to SEC Staff Accounting Bulletin No. 119 and Update to SEC Section on Effective Date
Related to Accounting Standards Update No. 2016-02, Leases (Topic 842) ("ASU 2020-02"). ASU 2020-02 provides interpretive guidance on
methodologies and supporting documentation for measuring credit losses, with a focus on the documentation the SEC would normally expect registrants
engaged in lending transactions to prepare and maintain to support estimates of current expected credit losses for loan transactions. The Company adopted
ASU 2020-02 on February 6, 2020, as the ASU was effective upon issuance. As of the quarter ended June 30, 2020, this guidance did not have an impact
on the condensed consolidated financial statements or disclosures nor is it expected to have a material impact in the future.
In March 2020, the FASB issued ASU No. 2020-03, Codification Improvements to Financial Instruments ("ASU 2020-03") to make
improvements to ASU No. 2016-13, Financial Instruments—Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments ("ASU
2016-13"). Public business entities that meet the definition of an SEC filer, excluding eligible smaller reporting companies as defined by the SEC, should
adopt ASU 2020-03 during 2020. The Company adopted ASU 2020-03 on April 1, 2020. This guidance did not have an impact on the condensed
consolidated financial statements or disclosures nor is it expected to have a material impact in the future.
Recent accounting pronouncements that the Company has yet to adopt are as follows:
In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes ("ASU 2019-12"),
which modifies ASC 740, Income Taxes, to reduce complexity in certain areas of accounting for income taxes. The amendments in ASU 2019-12 are
effective for public business entities for fiscal years beginning after December 15, 2020, including interim periods therein. Early adoption of the standard is
permitted, including adoption in interim or annual periods for which financial statements have not yet been issued. The Company is currently evaluating
the impact ASU 2019-12 will have on its condensed consolidated financial statements.
In January 2020, the FASB issued ASU 2020-01, Clarifying the Interactions Between Topic 321, Topic 323, and Topic 815 ("ASU 2020-01"), to
clarify the interaction among the accounting standards for equity securities, equity method investments and certain derivatives. ASU 2020-01 is effective
for public business entities for fiscal years beginning after December 15, 2020, including interim periods therein. Early adoption of the standard is
permitted, including adoption in interim or annual periods for which financial statements have not yet been issued. The Company is currently evaluating
the impact ASU 2020-01 will have on its condensed consolidated financial statements.
In March 2020, the FASB issued ASU 2020-04, Facilitation of the Effects of Reference Rate Reform on Financial Reporting ("ASU 2020-04")
which provides optional expedients and exceptions for applying GAAP to contract modifications, hedging relationships, and other transactions that
reference the London Interbank Offered Rate ("LIBOR") or another reference rate expected to be discontinued due to reference rate reform. The relief
granted in ASC 848, Reference Rate Reform ("ASC 848"), is applicable only to legacy contracts if the amendments made to the agreements are solely for
reference rate reform activities. The provisions of ASC 848 must be applied for all transactions other than derivatives, which may be applied at a hedging
relationship level. Entities may apply the provisions as of the beginning of the reporting period when the election is made (i.e. as early as the first quarter
2020). Unlike other topics, the provisions of this update are only available until December 31, 2022, when the reference rate replacement activity is
expected to be completed. The Company is currently evaluating the impact ASU 2020-04 will have on its condensed consolidated financial statements or
disclosures; however, does not expect the adoption to have a material impact.
3. Revenue Recognition
Disaggregation of Revenue
The following table summarizes disaggregated revenue from contracts with customers by contract type:
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Three months ended June
30, 2020
State Medicaid agency contracts

$

151,545

$

282,256

$

363,911

$

253,858

$

308,690

$

282,256

$

363,911

Managed care organization contracts
Total Service revenue, net
Capitated contracts

$

186,138

28,398

55,221

Six months ended June 30,
2020
State Medicaid agency contracts

$

Capitated contracts

$

354,741

317,271

376,985

$

649,547

$

731,726

$

554,582

$

613,262

$

649,547

$

731,726

Non-capitated contracts
Total Service revenue, net

Six months ended June 30,
2019

332,276

Managed care organization contracts
Total Service revenue, net

177,773

130,711

Non-capitated contracts
Total Service revenue, net

Three months ended June
30, 2019

94,965

118,464

During the three months ended June 30, 2020 and 2019, the Company recognized negative $3,619 and positive $236 of service revenue
respectively, from adjustments relating to performance obligations satisfied in previous periods to which the customer agreed. During the six months ended
June 30, 2020 and 2019, the Company recognized negative $3,476 and $39, of service revenue respectively, from contractual adjustments relating to
performance obligations satisfied in previous periods to which the customer agreed.
Related Balance Sheet Accounts
The following table provides information about accounts receivable, net:
June 30, 2020
Accounts receivable

$

December 31, 2019

122,349

$

124,868

Reconciliation contracts receivable

55,876

61,481

Allowance for doubtful accounts

(8,162)

(5,933)

Accounts receivable, net

$

170,063

$

180,416

The following table provides information about other accounts included on the accompanying condensed consolidated balance sheets:
June 30, 2020
Accrued contract payables, current, included in “Accrued
expenses”

$

Long-term contract payables
Deferred revenue, current
Deferred revenue, long-term, included in “Other long-term
liabilities”

December 31, 2019

52,811

$

15,706

26,079

—

689

227

725

758

During the six months ended June 30, 2020 and 2019, the Company recognized $121 and $386 of deferred revenue as of December 31, 2019 and
2018, respectively.
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4. Cash, Cash Equivalents and Restricted Cash
The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within the condensed consolidated balance
sheets to the amounts shown in the condensed consolidated statements of cash flows:
June 30, 2020
Cash and cash equivalents

$

June 30, 2019

41,786

Restricted cash, current

$

29,804

3,213

1,832

Current assets of discontinued operations

89

889

Restricted cash, less current portion

—

1,896

Cash, cash equivalents and restricted cash

$

45,088

$

34,421

Restricted cash as of June 30, 2020 primarily relates to a security reserve obtained as part of the National MedTrans, LLC acquisition. Restricted
cash as of June 30, 2019 primarily relates to amounts held in trusts for reinsurance claims losses under the Company’s now dissolved captive insurance
operation for historical workers’ compensation, general and professional liability and auto liability reinsurance programs, as well as amounts restricted for
withdrawal under our self-insured medical and benefits plans. See Note 15, Acquisition, for further information on the security reserve. The wholly-owned
captive insurance subsidiary, Social Services Providers Captive Insurance Company ("SPCIC"), was dissolved during the six months ended June 30, 2020.
Current assets of discontinued operations principally reflect the cash position of WD Services operations in Saudi Arabia, which the Company is winding
down. See Note 16, Discontinued Operations, for further information on the WD Services sale.
5. Equity Investment
As of June 30, 2020 and December 31, 2019, the Company owned a 43.6% non-controlling interest in Matrix. Affiliates of Frazier Healthcare
Partners hold rights necessary to control the fundamental operations of Matrix. The Company accounts for this investment in Matrix under the equity
method of accounting. The Company’s share of Matrix’s income or losses are recorded as “Equity in net (gain) loss of investee” in the accompanying
condensed consolidated statements of operations and the investment basis is recorded as "Equity Investment" in the accompanying condensed consolidated
balance sheets. During the year ended December 31, 2019, Matrix recorded asset impairment charges of $55,056. No impairment was recorded during the
six months ended June 30, 2020.
The carrying amount of the assets included in the Company’s condensed consolidated balance sheets and the maximum loss exposure related to
the Company’s interest in Matrix as of June 30, 2020 and December 31, 2019 totaled $131,974 and $130,869, respectively.
Summary financial information for Matrix on a standalone basis is as follows:
June 30, 2020
Current assets

$

Long-term assets

97,897

December 31, 2019
$

630,009

Current liabilities
Long-term liabilities

Revenue

64,221
631,007

49,852

31,256

361,529

351,380

Three months ended June
30, 2020

Three months ended June
30, 2019

$

$

90,667

72,161

Operating income

15,258

1,543

Net income (loss)

8,892

(3,661)

Six months ended June
30, 2020

Six months ended June
30, 2019

Revenue

$

151,971

$

139,144

Operating income

13,585

2,098

Net income (loss)

2,535

(8,148)
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6. Prepaid Expenses and Other
Prepaid expenses and other were comprised of the following:
June 30, 2020
Prepaid income taxes

$

December 31, 2019

11,490

Prepaid insurance

$

2,942

3,679

Prepaid rent
Other prepaid expenses
$

Total prepaid expenses and other

1,317

797

868

7,443

5,815

23,409

$

10,942

7. Accrued Expenses
Accrued expenses consisted of the following:
June 30, 2020
Accrued compensation and related liabilities

$

Accrued contract payables, current

16,969

$

8,941

52,811

15,706

7,127

3,282

Accrued cash settled stock-based compensation
Other accrued expenses

December 31, 2019

13,788
$

Total accrued expenses

90,695

10,804
$

38,733

8. Restructuring and Related Reorganization Costs
The Company completed an Organizational Consolidation during 2019 where it closed the corporate offices in Stamford, Connecticut and Tucson,
Arizona. A total of $1,344 and $3,355 in restructuring and related costs was incurred during the three and six months ended June 30, 2019, respectively,
related to the Organizational Consolidation. These costs include, respectively, $823 and $2,217 of retention and personnel costs, $89 and $279 of stockbased compensation expense, $93 and $236 of depreciation and $339 and $623 of other costs, primarily related to recruiting and legal costs. These costs are
recorded as “General and administrative expense” and “Depreciation and amortization” in the accompanying condensed consolidated statements of
operations.
A total of $13,060 in restructuring and related costs was incurred on a cumulative basis through December 31, 2019 related to the Organizational
Consolidation. These costs include $7,516 of retention and personnel costs, $2,035 of stock-based compensation expense, $673 of depreciation and $2,836
of other costs, primarily related to recruiting and legal costs.
The summary of the liability for restructuring and related reorganization costs is as follows:
Costs
Incurred

January 1, 2019
Retention and personnel liability

$

1,956

$

2,354

Other liability
Total

$

398

2,418

Cash Payments
$

1,308
$

3,726

(4,374)

December 31, 2019
$

(1,706)
$

(6,080)

—
—

$

—

No restructuring or related costs were incurred related to the Organizational Consolidation during the three and six months ended June 30, 2020.
There was no restructuring liability as of June 30, 2020.
During the six months ended June 30, 2020, the Company incurred approximately $719 of restructuring expense for the closure of its Las Vegas
contact center. The majority of these costs were recorded to “Service expense” and the remainder were recorded to "General and administrative expense".
9. Debt
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The Company is a party to the amended and restated credit and guaranty agreement, dated as of August 2, 2013 (as amended, the “Credit
Agreement”), with Bank of America, N.A., as administrative agent, swing line lender and letter of credit issuer, and the other lenders party thereto. On May
6, 2020, the Company entered into the Seventh Amendment to the Amended and Restated Credit and Guaranty Agreement (the “Seventh Amendment”)
which, among other things, extended the maturity date to August 1, 2021, expanded the amount available under the revolving credit facility (the “Credit
Facility”) from $200,000 to $225,000, and increased the sub-facility for letters of credits from $25,000 to $40,000. Interest on the loans is payable quarterly
in arrears. In addition, the Company is obligated to pay a quarterly commitment fee based on a percentage of the unused portion of each lender’s
commitment under the Credit Facility and quarterly letter of credit fees based on a percentage of the maximum amount available to be drawn under each
outstanding letter of credit.
As of June 30, 2020, the Company had no borrowings outstanding on the Credit Facility; however, had letters of credit outstanding in the amount
of $13,551. The Company’s available credit under the Credit Facility was $211,449. Under the Credit Agreement, the Company has an option to request an
increase in the amount of the revolving credit facility from time to time (on substantially the same terms as apply to the existing facilities) in an aggregate
amount of up to $75,000 with either additional commitments from lenders under the Credit Agreement at such time or new commitments from financial
institutions acceptable to the administrative agent in its reasonable discretion, so long as no default or event of default exists at the time of any such
increase. The Company may not be able to access additional funds under this increase option as no lender is obligated to participate in any such increase
under the Credit Facility.
As of June 30, 2020, interest on the outstanding principal amount of loans accrues, at the Company’s election, at a per annum rate equal to the
greater of either LIBOR or 1.00%, plus an applicable margin, or the base rate as defined in the agreement plus an applicable margin. The applicable margin
ranges from 2.25% to 3.00% in the case of LIBOR loans and 1.25% to 2.00% in the case of the base rate loans, in each case, based on the Company’s
consolidated leverage ratio as defined in the Credit Agreement. The commitment fee and letter of credit fee ranges from 0.35% to 0.50% and 2.25% to
3.00%, respectively, in each case based on the Company’s consolidated leverage ratio as defined in the Credit Agreement. As of June 30, 2020, the all-in
interest rate was 3.88%.
The Company’s obligations under the Credit Facility are guaranteed by all of the Company’s present and future domestic subsidiaries. The
Company’s obligations are secured by a first priority lien on substantially all of the Company’s assets excluding the Company’s interest in Matrix.
The Credit Agreement contains customary affirmative and negative covenants and events of default. The negative covenants include restrictions
on the Company’s ability to, among other things, incur additional indebtedness, create liens, make investments, give guarantees, pay dividends, sell assets,
and merge and consolidate. The Company is subject to financial covenants, including consolidated net leverage and consolidated interest coverage
covenants. The Company’s consolidated net leverage ratio may not be greater than 3.00:1.00 as of the end of any fiscal quarter and the Company’s
consolidated interest coverage ratio may not be less than 3.00:1.00 as of the end of any fiscal quarter. The Company was in compliance with all covenants
as of June 30, 2020.
10. Stock-Based Compensation and Similar Arrangements
The Company provides stock-based compensation to employees and non-employee directors under the Company’s 2006 Long-Term Incentive
Plan (“2006 Plan”). The 2006 Plan allows the flexibility to grant or award stock options, stock appreciation rights, restricted stock, unrestricted stock, stock
units including restricted stock units and performance awards to eligible persons.
The following table reflects the amount of stock-based compensation, for share settled grants or awards, recorded in each financial statement line
item for the three and six months ended June 30, 2020 and 2019:
Three months ended June 30,
2020
Service expense

$

General and administrative expense
Total stock-based compensation

2019
54

$

675
$

Six months ended June 30,

729

2020
161

$

1,128
$

17

1,289

2019
119

$

1,653
$

1,772

326
3,066

$

3,392

At June 30, 2020, the Company had 500,109 stock options outstanding with a weighted-average exercise price of $64.73. The Company also had
57,122 unvested restricted stock awards ("RSAs") and 44,412 unvested restricted stock units ("RSUs") outstanding at June 30, 2020 with a weightedaverage grant date fair value of $62.66 and $62.24, respectively.
Cash-Settled Awards
The Company also grants stock equivalent unit awards (“SEUs”) and stock option equivalent units that are cash-settled awards and are not
included as part of the 2006 Plan. During the three months ended June 30, 2020 and 2019, the Company recorded expense of $4,560 and income of $1,762
of stock-based compensation for cash-settled awards, respectively. During the six months ended June 30, 2020 and 2019, the Company recorded expense of
$3,997 and income of $573 of stock-based compensation for cash-settled awards, respectively. The benefit and expense for cash-settled awards is included
as “General and administrative expense” in the accompanying condensed consolidated statements of operations. As the instruments are accounted for as
liability awards, the income or expense recorded for the three and six months ended June 30, 2020 and 2019 are attributable to the Company’s change in
stock price from the previous reporting period. The liability for unexercised cash-settled share-based payment awards of $7,127 and $3,282 at June 30,
2020 and December 31, 2019, respectively, is reflected in “Accrued expenses” in the condensed consolidated balance sheets. At June 30, 2020, the
Company had 3,862 SEUs and 200,000 stock option equivalent units outstanding.
Long-Term Incentive Plans
In connection with the acquisition of Circulation during 2018, the Company established a management incentive plan (“MIP”) intended to
motivate key employees of Circulation. During the three months ended March 31, 2019, the MIP was amended to remove the previously included
performance requirements and to provide for a total fixed payment of $12,000 to the group of MIP participants. During the year ended December 31, 2019,
the MIP was further amended to a total fixed payment of $2,720. The payout date is within 30 days following the finalization of the Company’s audited
financial statements for the fiscal year ending December 31, 2021 and is subject to the participant remaining employed by the Company through December
31, 2021, except for certain termination scenarios. As of June 30, 2020 and December 31, 2019, the Company has accrued $1,595 and $1,108, respectively,
related to the MIP, which is reflected in “Other long-term liabilities” in the condensed consolidated balance sheets.
Preferred Stock Conversion
On June 8, 2020, the Company entered into a Preferred Stock Conversion Agreement (the “Conversion Agreement”) with Coliseum Capital
Partners, L.P. and certain funds and accounts managed by Coliseum Capital Management, LLC (collectively, the “Holders”), pursuant to which, among
other things, (a) the Company agreed to purchase 369,120 shares of Series A Convertible Preferred Stock, par value $0.001 per share, held by the Holders
in the aggregate, in exchange for (i) $209.88 in cash per share of Series A Preferred Stock, plus (ii) a cash amount equal to accrued but unpaid dividends on
such shares of Series A Preferred Stock through the day prior to June 11, 2020, and (b) the Holders converted 369,120 shares of Series A Preferred Stock
into (i) 2.5075 shares of Common Stock of the Company for each share of Series A Preferred Stock, plus (ii) a cash payment equal to accrued but unpaid
dividends on such shares of Series A Preferred Stock through the day prior to June 11, 2020, plus (iii) a cash payment of $8.82 per share of Series A
Preferred Stock. The Conversion Agreement was considered to be an induced conversion in which a premium consideration was provided by the Company
to Holders of the Series A Preferred Stock.
The following table summarizes the convertible preferred stock activity in 2020:

Dollar Value
Balance at January 1, 2020

$

Conversion to common stock

Share Count
77,120

798,788

(572)

(5,666)

Conversion to common stock pursuant to Conversion Agreement

(37,256)

(369,120)

Preferred stock redemption pursuant to Conversion Agreement

(37,256)

(369,120)

Reduction of unamortized issuance cost
Balance at June 30, 2020

$

18

3,263

—

5,299

54,882

In accordance with ASC 260, Earnings Per Share, retained earnings was reduced by the excess of the fair value of the consideration transferred
over the carrying amount of the shares surrendered. The impact to retained earnings of the excess consideration transferred, including the direct costs
incurred, and write-off of any unamortized issuance costs was $48,951.
As of June 30, 2020, the 54,882 outstanding shares of convertible preferred stock are convertible into 137,617 shares of common stock.
11. Earnings (Loss) Per Share
The following table details the computation of basic and diluted earnings (loss) per share:
Three months ended June 30,
2020

Six months ended June 30,

2019

2020

2019

Numerator:
Net income (loss)

$

36,998

Dividends on convertible preferred stock outstanding
Dividends paid pursuant to the Conversion Agreement
Consideration paid in excess of preferred cost basis pursuant to the
Conversion Agreement
Income allocated to participating securities
Net (loss) income available to common stockholders
Continuing operations

(1,712)

$

53,096

$

(1,129)

(1,098)

(1,171)

(2,185)

(790)

—

(790)

—

(48,951)

—

(48,951)

—

—

—

(264)

—

$

(12,819)

$

(2,810)

$

1,920

$

(3,314)

$

(12,518)

$

(4,507)

$

2,423

$

(4,280)

$

(12,819)

$

(2,810)

$

1,920

$

(3,314)

Discontinued operations
Net (loss) income available to common stockholders

$

(76)

(301)

1,697

(503)

966

Denominator:
Denominator for basic earnings per share -- weighted-average shares
Effect of dilutive securities:

13,077,596

12,973,496

13,032,931

12,937,054

—

—

10,347

—

—

—

16,421

—

13,077,596

12,973,496

13,059,699

12,937,054

Common stock options
Restricted stock
Denominator for diluted earnings per share -- adjusted weightedaverage shares assumed conversion
Basic (loss) earnings per share:
Continuing operations

$

(0.96)

Discontinued operations
Basic (loss) earnings per share

$

(0.02)

(0.35)

$

0.13

0.19

$

(0.04)

(0.33)
0.07

$

(0.98)

$

(0.22)

$

0.15

$

(0.26)

$

(0.96)

$

(0.35)

$

0.19

$

(0.33)

$

(0.22)

$

(0.26)

Diluted (loss) earnings per share:
Continuing operations
Discontinued operations
Diluted (loss) earnings per share

(0.02)
$

(0.98)

0.13

(0.04)
$

0.15

0.07

Income allocated to participating securities is calculated by allocating a portion of net income attributable to Providence, less dividends on
convertible stock, to the convertible preferred stockholders on a pro-rata, as converted basis; however, the convertible preferred stockholders are not
allocated losses.
In accordance with ASC 260, Earnings Per Share, and as related to the Conversion Agreement discussed in Note 10, Stock-Based Compensation
and Similar Arrangements, the numerator was adjusted by the excess of the fair value of consideration paid over the carrying amount of the shares
surrendered, net of issuance costs.
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The following weighted-average shares were not included in the computation of diluted earnings per share as the effect of their inclusion would
have been anti-dilutive:
Three months ended June 30,
2020

2019

Six months ended June 30,
2020

2019

Stock options to purchase common stock

597,842

560,849

604,394

587,282

Convertible preferred stock

633,454

801,391

715,657

801,498

12. Income Taxes
The Company’s effective tax rate for continuing operations for the three and six months ended June 30, 2020 was 28.0% and 9.2%, respectively.
The effective tax rate for continuing operations for the three and six months ended June 30, 2019 was 29.0% and 35.6%, respectively. For the six months
ended June 30, 2020, the effective tax rate was substantially lower than the U.S. federal statutory rate of 21.0% primarily due to the favorable impact of the
CARES Act on the Company’s 2018 U.S. NOLs. For the six months ended June 30, 2019, the effective tax rate was higher than the U.S. federal statutory
rate of 21.0% primarily due to state income taxes and the favorable impact of stock option deductions.
During 2019, the Company received refunds from the Internal Revenue Service (“IRS”) totaling $30,756 resulting from the loss on the 2018
workforce development segment sale. As a result of the size of the refunds received, in October 2019, the IRS commenced a mandatory review by a joint
committee of Congress. The review is still ongoing.
The 2017 Tax Reform Act reduced the U.S. corporate income tax rate from 35% to 21% and provided that U.S. NOLs incurred after 2017 could
only be carried forward to offset future taxable income. Pursuant to the CARES Act, which was enacted on March 27, 2020, the Company carried its 2018
NOLs back five years. As a result, during the six months ended June 30, 2020, the Company recorded a $27,692 receivable for the 2018 U.S. NOL
carryback, and an $10,984 tax benefit from the favorable carryback tax rate of 35% compared to a carryforward tax rate of 21%. The Company also
recorded an additional income tax payable of $3,753 for 2019 as a result of the 2018 NOL being carried back instead of carried forward.
As discussed in Note 16, Discontinued Operations, the Company transferred its operations in Saudi Arabia to its contractual counterparties on
January 1, 2019. In connection with the dissolution of its Saudi Arabia legal entity, the Company is protesting withholding tax and income tax assessments
for the years 2012 through 2017. The Company does not believe the ultimate determination of the assessments will have a material adverse effect on its
financial condition or results of discontinued operations.
13. Commitments and Contingencies
Legal proceedings
In the ordinary course of business, the Company is a party to various lawsuits. Management does not expect these lawsuits to have a material
impact on the liquidity, results of operations, or financial condition of the Company.
On January 21, 2019, the United States District Court for the Southern District of Ohio unsealed a qui tam complaint, filed in December 2015,
against Mobile Care Group, Inc., Mobile Care Group of Ohio, LLC, Mobile Care EMS & Transport, Inc. and LogistiCare Solutions, LLC (“LogistiCare”)
by Brandee White, Laura Cunningham, and Jeffery Wisier (the “Relators”) alleging violations of the federal False Claims Act by presenting claims for
payment to government healthcare programs knowing that the prerequisites for such claims to be paid had not been met. The Relators seek to recover
damages, fees and costs under the federal False Claims Act including treble damages, civil penalties and attorneys’ fees. In addition, the Relators seek
reinstatement to their jobs with the Mobile Care entities. None of the Relators were employed by LogistiCare. Prior to January 21, 2019, LogistiCare had
no knowledge of the complaint. The federal government has declined to intervene against LogistiCare. The Company filed a motion to dismiss the
Complaint on April 22, 2019, and believes that the case will not have a material adverse effect on its business, financial condition or results of operations.
On March 1, 2019, Meher Patel filed suit against the Company in the Superior Court of the State of California, Tuolumne County, on behalf of
herself and as a class action on behalf of others similarly situated, asserting violations under the California Labor Code relating to the alleged failure by
LogistiCare to comply with certain applicable state wage and related employment requirements, as well as claims of breach of contract and breach of the
implied covenant of good faith and fair dealing. This matter has been resolved in a manner that does not materially impact the Company.
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In Lynch v. Ride Plus et al., a putative class action lawsuit filed in the Superior Court for the County of San Diego, California, a former Ride Plus
driver (trade name for Provado Mobile Health, a Company subsidiary) sought to represent all Ride Plus drivers in California on claims identical to the Patel
action. This matter has been resolved in a manner that does not materially impact the Company.
On April 1, 2019, a purported class action was filed against LogistiCare in Texas alleging that the Company’s policy with respect to timekeeping
for hourly employees constituted violations of the federal Fair Labor Standards Act (“FLSA”), as well as wage and hour laws in South Carolina and Texas.
Plaintiffs filed a motion for conditional certification on a nationwide basis, which LogistiCare contested. The court granted the conditional certification
motion on January 22, 2020. The Company filed an appeal of the conditional certification order and plans to vigorously contest the allegations on the
merits as the plaintiffs have mischaracterized the method by which employees clock in to work. At this early stage in the litigation, it is impossible to
predict with any certainty whether plaintiffs will prevail on their claims, or what they might recover.
On June 10, 2020, Gateway Insurance Company (“Gateway”), doing business in California as Alano Insurance Company, a subsidiary of Atlas
Financial Holdings, Inc., entered liquidation. Gateway previously insured certain LogistiCare subcontracted transportation providers. LogistiCare is listed
as an additional insured on these policies, and received notice of the liquidation on June 15, 2020. LogistiCare currently has 12 active lawsuits involving
transportation providers formerly insured by Gateway; however, additional lawsuits may be filed against these subcontracted transportation providers. As a
result of the liquidation, these suits will now be taken over by the state guaranty fund in which the suit is pending. It is probable that LogistiCare will lose
its additional insured status and be required to defend itself under its own insurance policies, which involve a self-insured retention. All of the lawsuits are
currently stayed for a time period varying by state in order for the guaranty fund to take over the case. The Company has accrued reserves related to these
lawsuits in accordance with ASC 450, Contingencies.
Indemnifications
The Company provided certain standard indemnifications in connection with the sale of the Human Services segment to Molina Healthcare Inc.
(“Molina”) effective November 1, 2015. Certain representations made by the Company in the related Membership Interest Purchase Agreement (the
“Purchase Agreement”) including tax representations, survive until the expiration of applicable statutes of limitation. Molina and the Company entered into
a settlement agreement regarding indemnification claims by Molina with respect to Rodriguez v. Providence Community Corrections (the “Rodriguez
Litigation”), a complaint filed in the District Court for the Middle District of Tennessee, Nashville Division, against Providence Community Corrections,
Inc. (“PCC”), an entity sold under the Purchase Agreement. In 2019, the Company recovered a portion of the settlement through insurance coverage.
The Company has provided certain standard indemnifications in connection with its Matrix stock subscription transaction whereby Mercury
Fortuna Buyer, LLC (“Subscriber”), Providence and Matrix entered into a stock subscription agreement (the “Subscription Agreement”), dated August 28,
2016. The representations and warranties made by the Company in the Subscription Agreement ended January 19, 2018; however, certain fundamental
representations survived through October 19, 2019. The covenants and agreements of the parties to be performed prior to the closing ended January 19,
2018, and all other covenants and agreements survived until the expiration of the applicable statute of limitations in the event of a breach, or for such lesser
periods specified therein. The Company is not aware of any indemnification liabilities with respect to Matrix that require accrual at June 30, 2020.
The Company has provided certain standard indemnifications in connection with the sale of substantially all of its WD Services segment to
Advanced Personnel Management Global Pty Ltd of Australia (“APM”), which closed on December 21, 2018. The non-title warranties made by the
Company in the related Share Purchase Agreement survive for 18 months following the closing date, and the title-related warranties and tax warranties
survive five years from the closing date (i.e., December 21, 2023). The Company is not aware of any indemnification liabilities with respect to the former
WD Services segment that require accrual at June 30, 2020.
On May 9, 2018, the Company entered into a registration indemnification agreement with Coliseum Capital Partners, L.P., Coliseum Capital
Partners II, L.P., Blackwell Partners, LLC - Series A and Coliseum Capital Co-Invest, L.P. (collectively, the “Coliseum Stockholders”), who as of June 30,
2020 collectively held approximately 12.9% of the Company’s outstanding common stock and approximately 50.4% of the Company’s outstanding
Preferred Stock, pursuant to which the Company has agreed to indemnify the Coliseum Stockholders, and the Coliseum Stockholders have agreed to
indemnify the Company, against certain matters relating to the registration of the selling stockholders’ securities for resale under the Securities Act of 1933,
as amended (the “Securities Act”).
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14. Transactions with Related Parties
As discussed in Note 10, Stock-Based Compensation and Similar Arrangements, on June 8, 2020, the Company entered into a Preferred Stock
Conversion Agreement with Coliseum Capital Partners, L.P. and certain funds and accounts managed by Coliseum Capital Management, LLC. Pursuant to
the Conversion Agreement, the Company purchased 369,120 shares of Series A Convertible Preferred Stock, par value $0.001 per share, in exchange for
$209.88 in cash per share of Series A Preferred Stock, plus a cash amount equal to accrued but unpaid dividends on such shares of Series A Preferred Stock
through the day prior to June 11, 2020. Further, the Holders converted 369,120 shares of Series A Preferred Stock into 925,567 shares of common stock, a
cash payment equal to accrued but unpaid dividends on such shares of Series A Preferred Stock through June 11, 2020, and a cash payment of $8.82 per
share of Series A Preferred Stock. The amount of accrued dividends paid pursuant to the Conversion Agreement was equal to $790.
Convertible preferred stock dividends earned by the Coliseum Stockholders during the six months ended June 30, 2020 and 2019 totaled $1,878
and $2,089, respectively, including accrued dividends paid pursuant to the Conversion Agreement.
15. Acquisitions
On May 6, 2020, LogistiCare Solutions, LLC, a Delaware limited liability company (“LogistiCare”) and wholly-owned subsidiary of Providence,
entered into an Equity Purchase Agreement (the “Purchase Agreement”) with Specialty Benefits, LLC., a Delaware corporation (the “Seller”), National
MedTrans, LLC, a New York limited liability company (“NMT”) and for limited purposes therein, United Healthcare Services, Inc., a Minnesota
corporation. NMT services contractual relationships to provide non-emergency medical transportation. Pursuant to the terms of the Purchase Agreement,
LogistiCare acquired all of the outstanding capital stock of NMT.
The transaction was accounted for as an asset acquisition in accordance with ASC 805, Business Combinations. The Company obtained an
analysis from an independent third-party valuation specialist to assist in determining the purchase price allocation. The Company incurred transaction costs
for the acquisition of $774 during the six months ended June 30, 2020. These costs were capitalized as a component of the purchase price.
The consideration paid for the acquisition is as follows:
Value
Consideration paid

$

80,000

Transaction costs

774

Restricted cash received

(3,109)

Net consideration

$

77,665

Restricted cash acquired was related to a security reserve for a contract. No liabilities were assumed.
The fair value allocation of the net consideration is as follows:
Type

Life

Customer relationships

Amortizable

6

Trade names and trademarks

Amortizable

3

Value
$

75,514
2,151

$

77,665

16. Discontinued Operations
On December 21, 2018, the Company completed the sale of substantially all of the operating subsidiaries of its WD Services segment to APM and
APM UK Holdings Limited, an affiliate of APM, except for the segment’s employment services operations in Saudi Arabia. The Company’s contractual
counterparties in Saudi Arabia, including an entity owned by the Saudi Arabian government, assumed these operations beginning January 1, 2019. The
Company is winding down its Saudi Arabian entity.
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On June 11, 2018, the Company entered into a Share Purchase Agreement to sell the shares of Ingeus France, its WD Services operation in France,
for a de minimis amount. The sale was effective on July 17, 2018.
On November 1, 2015, the Company completed the sale of its Human Services segment. During the three and six months ended June 30, 2020 and
2019, the Company recorded additional expenses related to the Human Services segment, principally related to previously disclosed legal proceedings and
professional fees.
Results of Operations
The following tables summarize the results of operations classified as discontinued operations for the three and six months ended June 30, 2020
and 2019:
Three months ended June 30, 2020
Human Services
Segment

WD Services
Segment

Total Discontinued
Operations

Operating expenses:
General and administrative expense

$

211

$

164

$

375

211

164

375

Operating loss

(211)

(164)

(375)

Loss from discontinued operations before income taxes

(211)

(164)

(375)

33

41

74

Total operating expense

Benefit for income taxes
$

Loss from discontinued operations, net of tax

(178)

$

(123)

$

(301)

Six months ended June 30, 2020
Human Services
Segment

WD Services
Segment

Total Discontinued
Operations

Operating expenses:
General and administrative expense

$

Total operating expense
Operating loss
Loss from discontinued operations before income taxes
Benefit for income taxes

334

$

23

$

644

334

310

644

(334)

(310)

(644)

(334)

(310)

(644)

64
$

Loss from discontinued operations, net of tax

310

(270)

77
$

(233)

141
$

(503)

Three months ended June 30, 2019
Human Services
Segment

WD Services
Segment

Total Discontinued
Operations

Operating expenses:
General and administrative expense (income)

$

72

$

(2,805)

$

(2,733)

Total operating expenses (income)
Operating (loss) income

72

(2,805)

(2,733)

(72)

2,805

2,733

(Loss) income from discontinued operations before income taxes

(72)

2,805

2,733

17

(1,053)

(1,036)

Benefit (provision) for income taxes
$

(Loss) income from discontinued operations, net of tax

(55)

$

1,752

$

1,697

Six months ended June 30, 2019
Human Services
Segment

WD Services
Segment

Total Discontinued
Operations

Operating expenses:
General and administrative expense (income)

$

Total operating expense (income)
Operating (loss) income
(Loss) income from discontinued operations before income taxes
Benefit (provision) for income taxes
$

(Loss) income from discontinued operations, net of tax

217

$

(2,097)

$

(1,880)

217

(2,097)

(1,880)

(217)

2,097

1,880

(217)

2,097

1,880

53

(967)

(164)

$

1,130

(914)
$

966

Assets and liabilities
The following table summarizes the carrying amounts of the major classes of assets and liabilities of discontinued operations in the condensed
consolidated balance sheets as of June 30, 2020 and December 31, 2019. Amounts represent the accounts of WD Services operations in Saudi Arabia,
which were not sold as part of the WD Services sale.
June 30,

December 31,

2020

2019

Cash and cash equivalents

$

89

$

155

Current assets of discontinued operations

$

89

$

155

Accounts payable

$

41

$

16

Accrued expenses

1,463
$

Current liabilities of discontinued operations

1,504

1,414
$

1,430

Cash Flow Information
There were $644 in cash flow payments related to operating expenses for WD Services and Human Services Segment for the six months ended
June 30, 2020. There were $646 in payments related to income taxes for WD Services Segment for the six months ended June 30, 2019.
17. Segments
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The Company’s chief operating decision maker reviews financial performance and allocates resources based on two segments as follows:
•

NET Services - which operates primarily under the brands LogistiCare and Circulation, is the largest manager of NET programs for state
governments and MCOs in the U.S and includes the Company’s activities for executive, accounting, finance, internal audit, tax, legal, certain
strategic and development functions and the Company's now dissolved captive insurance company.

•

Matrix Investment - which consists of a minority investment in Matrix, provides a broad array of assessment and care management services that
improve health outcomes for individuals and financial performance for health plans. Matrix’s national network of community-based clinicians
delivers in-home and on-site services while its fleet of mobile health clinics provides community-based care with advance diagnostic capabilities.
The following tables set forth certain financial information from continuing operations attributable to the Company’s business segments:
Three months ended June 30, 2020
Matrix
Investment

NET Services
Service revenue, net
Service expense

$

282,256

General and administrative expense
Depreciation and amortization

$

Total
—

$

282,256

196,106

—

196,106

31,199

—

31,199

6,108

—

6,108

Operating income

$

48,843

$

—

$

Equity in net gain of investee

$

—

Investment in equity method investee

$

—

Total assets (continuing operations)

$

522,271

48,843

$

4,425

$

4,425

$

131,974

$

131,974

$

131,974

$

654,245

Six months ended June 30, 2020
NET Services
Service revenue, net

$

649,547

Service expense
General and administrative expense
Depreciation and amortization

Matrix Investment
$

—

Total
$

649,547

528,767

—

528,767

51,994

—

51,994

9,898

—

9,898

Operating income

$

58,888

$

—

$

58,888

Equity in net gain of investee

$

—

$

1,875

$

1,875

Investment in equity method investee

$

—

$

131,974

$

131,974

Total assets (continuing operations)

$

522,271

$

131,974

$

654,245
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Three months ended June 30, 2019
Matrix
Investment

NET Services
Service revenue, net

$

363,911

Service expense
General and administrative expense
Depreciation and amortization

$

Total
—

$

363,911

345,948

—

345,948

16,860

—

16,860

4,353

—

4,353

Operating loss

$

(3,250)

$

—

$

Equity in net loss of investee

$

—

Investment in equity method investee

$

—

Total assets (continuing operations)

$

443,703

(3,250)

$

(1,315)

$

(1,315)

$

157,948

$

157,948

$

157,948

$

601,651

Six months ended June 30, 2019
NET Services
Service revenue, net

$

731,726

Service expense
General and administrative expense
Depreciation and amortization

Matrix Investment
$

Total
$

731,726

686,446

—

686,446

36,262

—

36,262

8,827

—

Operating income

$

191

$

Equity in net loss of investee

$

—

Investment in equity method investee

$

—

Total assets (continuing operations)

$

443,703
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—

8,827

—

$

191

$

(2,971)

$

(2,971)

$

157,948

$

157,948

$

157,948

$

601,651

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
The following discussion should be read in conjunction with our condensed consolidated financial statements and accompanying notes for the
three and six months ended June 30, 2020 and 2019, as well as our consolidated financial statements and accompanying notes and management’s
discussion and analysis of financial condition and results of operations included in our Form 10-K for the year ended December 31, 2019. For purposes of
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” references to Q2 2020 and Q2 2019 mean the three months
ended June 30, 2020 and the three months ended June 30, 2019, respectively, and references to YTD 2020 and YTD 2019 mean the six months ended June
30, 2020 and the six months ended June 30, 2019, respectively.
Overview of Our Business
The Providence Service Corporation ("Providence") is a Delaware corporation that was formed in 1996 and is the largest manager of nonemergency medical transportation (“NET”) programs for state governments and managed care organizations (“MCOs”) in the United States (“U.S.”)
primarily through its brands LogistiCare and Circulation. In addition, our NET Services segment includes the Company’s activities related to executive,
accounting, finance, internal audit, tax, legal, certain strategic and corporate development functions and the Company's now dissolved captive insurance
company. Our headquarters is in Atlanta, GA and we are listed on NASDAQ under the ticker symbol "PRSC".
Providence also owns a minority investment in CCHN Group Holdings, Inc. and its subsidiaries (“Matrix”). Matrix is a nationwide provider of a
broad array of assessment and care management services that improve health outcomes for individuals and financial performance for health plans. Matrix’s
national network of community-based clinicians delivers in-home and on-site services while its fleet of mobile health clinics provides community-based
care with advanced diagnostic capabilities. These solutions combined with Matrix’s advanced engagement approach, help health plans manage risks, close
care gaps and connect members to care.
Business Outlook and Trends
Our performance is affected by a number of trends that drive the demand for our services. In particular, the markets in which we operate are
exposed to various trends such as healthcare industry and demographic dynamics. Over the long term, we believe there are numerous factors that could
affect growth within the industries in which we operate, including:
•

an aging population, which will increase demand for healthcare services and transportation;

•

a movement towards value-based versus fee for service care and budget pressure on governments, both of which may increase the use of private
corporations to provide necessary and innovative services;

•

increasing demand for in-home care provision, driven by cost pressures on traditional reimbursement models and technological advances enabling
remote engagement;

•

technological advancements, which may be utilized by us to improve service and lower costs, but also by others which may increase industry
competitiveness;

•

MCOs that provide Medicare Advantage plans are increasingly offering non-emergency medical transportation services as a supplemental benefit
in accordance with current social trends;

•

proposals by the President of the United States and Congress to change the Medicaid program, including considering regulatory changes to make
the non-emergency medical transportation benefit optional for states, and the Centers for Medicare & Medicaid Services’ grant of waivers to states
relative to the parameters of their Medicaid programs;

•

enactment of adverse legislation, regulation or agency guidance, or litigation challenges to the Patient Protection and Affordable Care Act, state
Medicaid programs, or other governmental programs may reduce the eligibility or demand for our services, our ability to conduct some or all of
our business and/or reimbursement rates for services performed within our segments;

•

a trend among MCO, Medicaid and Medicare plans to offer value-add transportation benefits in order to promote social determinants of health;

•

the recognition that social determinants of health are as critical or even more so than traditional healthcare delivery in ensuring patients have
access and treatment to health;

•

the economic impact of the coronavirus ("COVID-19") pandemic could delay Medicaid health care expansion in those states that have not yet
adopted the Medicaid expansion; and,

•

an increase in trip volume once restrictions related to COVID-19 are modified or lifted.
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We received notice from a customer that it would be terminating or not renewing certain contracts on September 30, 2020 and December 31, 2020.
For the six months ended June 30, 2020, we recorded revenue of $25.3 million for these contracts.
Critical Accounting Estimates and Policies
There have been no significant changes to our critical accounting policies in our condensed consolidated financial statements from our Form 10-K
for the year ended December 31, 2019. For further discussion of our critical accounting policies, see management’s discussion and analysis of financial
condition and results of operations contained in our Form 10-K for the year ended December 31, 2019.
Results of Operations
Segment reporting. Our segments reflect the manner in which our operations are organized and reviewed by management. We operate in one
principal business segment, NET Services. Our investment in Matrix is also a reportable segment referred to as the “Matrix Investment”. Segment results
are based on how our chief operating decision maker manages our business, makes operating decisions and evaluates operating performance. The operating
results of our principal business segment include revenue and expenses incurred by the segment, as well as our activities related to executive, accounting,
finance, internal audit, tax, legal, certain strategic and corporate development functions and the results of our captive insurance company through the date
of dissolution. See Note 17, Segments, in our condensed consolidated financial statements for further information on our segments.
Discontinued operations. During prior years, we completed the following transactions, which resulted in the presentation of the related operations
as Discontinued Operations.
•

On November 1, 2015, we completed the sale of our Human Services segment. However, since the completion of the sale, we have recorded
additional expenses related to legal proceedings related to an indemnified legal matter.

•

On December 21, 2018, we completed the sale of substantially all of the operating subsidiaries of the WD Services segment to APM and APM UK
Holdings Limited, an affiliate of APM, except for the segment’s employment services operations in Saudi Arabia. Our contractual counterparties
in Saudi Arabia, including an entity owned by the Saudi Arabian government, assumed these operations beginning January 1, 2019. Wind-down
activities of our Saudi Arabian entity are included in our discontinued operations. Additionally, on June 11, 2018, we entered into a Share
Purchase Agreement to sell Ingeus France for a de minimis amount. The sale was effective on July 17, 2018.
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Q2 2020 compared to Q2 2019
Consolidated Results. The following table sets forth results of operations and the percentage of Service revenue, net represented by items in our
condensed consolidated statements of operations for Q2 2020 and Q2 2019 (in thousands):
Three months ended June 30,
2020
$
Service revenue, net

2019
Percentage
of Revenue

Percentage
of Revenue

$

282,256

100.0 %

363,911

100.0 %

196,106

69.5 %

345,948

95.1 %

31,199

11.1 %

16,860

4.6 %

6,108

2.2 %

4,353

1.2 %

Total operating expenses

233,413

82.7 %

367,161

100.9 %

Operating income (loss)

48,843

17.3 %

(3,250)

(0.9) %

1,498

0.5 %

301

0.1 %

Operating expenses:
Service expense
General and administrative expense
Depreciation and amortization

Other expenses (income):
Interest expense, net
Other income

—

—%

(66)

—%

(4,425)

-1.6 %

1,315

0.4 %

Income (loss) from continuing operations before income taxes
Provision (benefit) for income taxes

51,770

18.3 %

(4,800)

(1.3) %

14,471

5.1 %

(1,391)

(0.4) %

Income (loss) from continuing operations, net of tax

37,299

13.2 %

(3,409)

(0.9) %

(301)

(0.1) %

1,697

0.5 %

36,998

13.1 %

(1,712)

(0.5) %

Equity in net (gain) loss of investee

(Loss) income from discontinued operations, net of tax
Net income (loss)

Service revenue, net. Service revenue, net for Q2 2020 decreased $81.7 million, or 22.4%, compared to Q2 2019. Service revenue decreased
primarily due to lower volume related to certain profit corridor and reconciliation contracts as a result of COVID-19 and other factors, as well as
$12.6 million for contracts we no longer serve, including MCO contracts in Minnesota, California, Louisiana and New York. These decreases were
partially offset by $8.4 million of revenue as a result of the National MedTrans (“NMT”) acquisition.
Service expense, net. Service expense components are shown below (in thousands):
Three months ended June 30,
2020
Percentage of
Revenue

$
Purchased services

2019
Percentage of
Revenue

$

151,504

53.7 %

297,360

81.7 %

Payroll and related costs

33,459

11.9 %

37,437

10.3 %

Other operating expenses

11,088

3.9 %

11,086

3.0 %

55

—%

65

—%

196,106

69.5 %

345,948

95.1 %

Stock-based compensation
Total service expense

Service expense for Q2 2020 decreased $149.8 million, or 43.3%, compared to Q2 2019 primarily due to lower purchased transportation costs and
associated payroll costs in our contact centers. Transportation and payroll costs decreased as a result of lower utilization across multiple contracts due to the
COVID-19 pandemic and efficiency initiatives.
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General and administrative expense. General and administrative expense for Q2 2020 increased $14.3 million, or 85.0%, compared to Q2 2019.
The increase was primarily a result of $6.3 million related to cash-settled equity awards, $3.8 million related to our NMT transition services agreement,
employee-related compensation including salaries, incentives and health insurance, software and hardware expense and stock-based compensation. These
increases were partially offset by employee-related compensation associated with the Organizational Consolidation that was incurred in Q2 2019 that was
not incurred in Q2 2020.
Depreciation and amortization. Depreciation and amortization for Q2 2020 increased $1.8 million or 40.3% compared to Q2 2019 primarily as a
result of additional amortization of $2.1 million associated with intangible assets purchased in the NMT acquisition.
Interest expense, net. Consolidated interest expense, net, for Q2 2020 and Q2 2019 was $1.5 million and $0.3 million, respectively. The increase in
Q2 2020 was primarily related to our proactive decision to borrow $162.0 million under our Credit Facility at the end of Q1 2020 to increase our financial
flexibility due to COVID-19. As of June 30, 2020, we fully repaid our Credit Facility.
Equity in net (gain) loss of investee. Our equity in net gain of investee for Q2 2020 of $4.4 million and net loss of $1.3 million for Q2 2019 was a
result of our proportional share of the net income (loss) of Matrix. Matrix's increase in Q2 2020 net income was related to the launch of a new Employee
Health and Wellness product developed for companies maintaining critical operations during COVID-19. Included in Matrix's standalone Q2 2020 results
were severance cost and transaction costs of $1.5 million and COVID-19 related costs of $4.9 million. Included in Matrix’s standalone Q2 2019 results
were integration and transaction related costs of $0.3 million.
Provision for income taxes. Our effective tax rate from continuing operations for Q2 2020 and Q2 2019 was 28.0% and 29.0%, respectively. For
Q2 2020 and Q2 2019, the effective tax rate was higher than the U.S. federal statutory rate of 21.0% primarily due to state income taxes.
Loss from discontinued operations, net of tax. Loss from discontinued operations, net of tax, includes the activity related to our former WD
Services and Human Services segments. See Note 16, Discontinued Operations, to our condensed consolidated financial statements for additional
information.
For Q2 2020, the loss from discontinued operations, net of tax, for our former WD Services segment was $0.1 million, which includes the income
and expense related to the wind-down of the WD Services entity in Saudi Arabia. The operations in Saudi Arabia, including personnel, leased facilities and
certain assets necessary to provide the employment services, were transferred to a third party as of January 1, 2019, and thus we are no longer providing
services in Saudi Arabia. For Q2 2020, the loss from discontinued operations, net of tax, for our former Human Services segment was $0.2 million
primarily related to accounting, professional, and legal fees.
For Q2 2019, the income from discontinued operations, net of tax, was due to income of $1.8 million for our former WD Services segment. The
income is associated with accounts receivable that were previously written-off, partially offset by administrative costs related to the wind-down of the WD
Services entity in Saudi Arabia. For Q2 2019, the loss from discontinued operations, net of tax, for our former Human Services segment was less than $0.1
million.
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YTD 2020 compared to YTD 2019
The following table sets forth results of operations and the percentage of Service revenue, net represented by items in our condensed consolidated
statements of operations for YTD 2020 and YTD 2019 (in thousands):
Six months ended June 30,
2020
$
Service revenue, net

2019
Percentage of
Revenue

Percentage of
Revenue

$

649,547

100.0 %

731,726

100.0 %

528,767

81.4 %

686,446

93.8 %

51,994

8.0 %

36,262

5.0 %

9,898

1.5 %

8,827

1.2 %

590,659

90.9 %

731,535

100.0 %

58,888

9.1 %

191

—%

1,739

0.3 %

604

0.1 %

Operating expenses:
Service expense
General and administrative expense
Depreciation and amortization
Total operating expenses
Operating income
Other expenses (income):
Interest expense, net
Other income

—

—%

(132)

—%

(1,875)

-0.3 %

2,971

0.4 %

Income (loss) from continuing operations before income taxes
Provision (benefit) for income taxes

59,024

9.1 %

(3,252)

(0.4) %

5,425

0.8 %

(1,157)

(0.2) %

Income (loss) from continuing operations, net of tax

53,599

8.3 %

(2,095)

(0.3) %

(503)

(0.1) %

966

0.1 %

53,096

8.2 %

(1,129)

(0.2) %

Equity in net (gain) loss of investees

(Loss) income from discontinued operations, net of tax
Net income (loss)

Service revenue, net. Consolidated service revenue, net for YTD 2020 decreased $82.2 million, or 11.2%, compared to YTD 2019. Service
revenue decreased primarily due to lower volume related to certain profit corridor and reconciliation contracts as a result of COVID-19 in addition to
$31.4 million for contracts we no longer serve, including MCO contracts in California, Louisiana, New York and Minnesota. These decreases were
partially offset by $8.4 million of revenue as a result of the NMT acquisition.

Service expense, net. Service expense components are shown below (in thousands):
Six months ended June 30,
2020
Percentage of
Revenue

$
Purchased services

2019
Percentage of
Revenue

$

431,182

66.4 %

585,986

80.1 %

Payroll and related costs

74,579

11.5 %

78,569

10.7 %

Other operating expenses

22,887

3.5 %

21,763

3.0 %

119

—%

128

—%

528,767

81.4 %

686,446

93.8 %

Stock-based compensation
Total service expense

Service expense for YTD 2020 decreased $157.7 million, or 23.0%, compared to YTD 2019 as a result of lower purchased transportation costs
and associated payroll costs in our contact centers. Transportation costs decreased as a result of lower utilization across multiple contracts due to the
COVID-19 pandemic as well as efficiency initiatives. Other operating
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expenses increased by $1.1 million primarily as a result of higher bad debt expense, auto insurance and legal fees, partially offset by lower contact center
recruiting costs and travel expense.
General and administrative expense. General and administrative expense for YTD 2020 increased $15.7 million, or 43.4%, compared to YTD
2019. The increase was primarily a result of $4.6 million related to cash settled equity awards, $3.8 million related to our NMT transition services
agreement, employee-related compensation including salaries, incentives and health insurance, software and hardware expense and third-party consulting
expense. This was partially offset by employee-related compensation, associated with the Organizational Consolidation and certain transaction related
expenses, incurred in YTD 2019 that was not incurred in YTD 2020.
Depreciation and amortization. Depreciation and amortization increased $1.1 million primarily due to intangible asset amortization of
$2.1 million associated with the NMT acquisition. This was partially offset by accelerated depreciation during YTD 2019 associated with the
Organizational Consolidation. As of the end of Q2 2019, all fixed assets of the former holding company that were no longer in use were fully depreciated.
Interest expense, net. Consolidated interest expense, net, for YTD 2020 and YTD 2019 was $1.7 million and $0.6 million, respectively. The
increase in YTD 2020 was primarily related to our proactive decision to borrow $162.0 million under our Credit Facility at the end of Q1 2020 to increase
our financial flexibility due to COVID-19. As of June 30, 2020, we fully repaid our Credit Facility.
Equity in net (gain) loss of investee. Our equity in net gain of investee for YTD 2020 of $1.9 million and net loss of $3.0 million for YTD 2019
was a result of our proportional share of the net income/loss in Matrix. Matrix's increase in YTD 2020 net income was related to the launch of a new
Employee Health and Wellness product developed for companies maintaining critical operations during COVID-19. Included in Matrix's standalone YTD
2020 results were severance costs and transaction costs of $2.7 million and COVID-19 related costs of $5.1 million. Included in Matrix’s standalone YTD
2019 results were integration and transaction related costs of $1.8 million.
Provision for income taxes. Our effective tax rate from continuing operations for YTD 2020 and YTD 2019 was 9.2% and 35.6%, respectively.
For YTD 2020, the effective tax rate was substantially lower than the U.S. federal statutory rate of 21.0% primarily due to the favorable impact of the
Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”) on our U.S. net operating losses. For YTD 2019, the effective tax rate was higher
than the U.S. federal statutory rate of 21.0% primarily due to state income taxes and certain non-deductible expenses offset, in part, by the favorable impact
of stock option deductions.
Loss from discontinued operations, net of tax. Loss from discontinued operations, net of tax, includes the activity related to our former WD
Services and Human Services segments. See Note 16, Discontinued Operations, to our condensed consolidated financial statements for additional
information.
For YTD 2020, the loss from discontinued operations, net of tax, for our former WD Services segment was $0.2 million, which includes the
income and expense related to the wind-down of the WD Services entity in Saudi Arabia. The operations in Saudi Arabia, including personnel, leased
facilities and certain assets necessary to provide the employment services, were transferred to a third party as of January 1, 2019, and thus we are no longer
providing services in Saudi Arabia. For YTD 2020, the loss from discontinued operations, net of tax, for our former Human Services segment was $0.3
million.
For YTD 2020, the income from discontinued operations, net of tax, for our former WD Services segment was $1.1 million. The income includes
administrative costs related to the wind-down of the WD Services entity in Saudi Arabia. The operations in Saudi Arabia, including personnel, leased
facilities and certain assets necessary to provide the employment services, were transferred to a third party as of January 1, 2019, and thus the Company is
no longer providing services in Saudi Arabia. For YTD 2020, the loss from discontinued operations, net of tax, for our former Human Services segment
was $0.2 million.
Seasonality
Our quarterly operating income and cash flows normally fluctuate as a result of seasonal variations in our business, principally due to lower
transportation demand during the winter season and higher demand during the summer season.
Liquidity and capital resources
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Short-term capital requirements consist primarily of recurring operating expenses, new revenue contract start-up costs and costs associated with
our strategic initiatives. We expect to meet our cash requirements through available cash on hand, cash generated from operations, net of capital
expenditures, and borrowing capacity under our Credit Facility (as defined below).
Cash flow from operating activities during the six months ended June 30, 2020 was $147.2 million. Our balance of cash and cash equivalents was
$41.8 million and $61.4 million at June 30, 2020 and December 31, 2019, respectively. Additionally, we had restricted cash of $3.2 million and $0.2
million at June 30, 2020 and December 31, 2019, respectively. Restricted cash amounts are not included in our balance of cash and cash equivalents in the
condensed consolidated balance sheets, although they are included in the cash, cash equivalents and restricted cash balance on the accompanying
condensed consolidated statements of cash flows. At June 30, 2020, we had no borrowings outstanding under our Credit Facility; however, we had letters
of credit outstanding of $13.6 million. At December 31, 2019, we had no amounts outstanding under the Credit Facility.
We may, from time to time, access capital markets to raise equity or debt financing for various business reasons, including acquisitions. We may
also raise debt financing to fund future repurchases of our common stock. The timing, term, size, and pricing of any such financing will depend on investor
interest and market conditions, and there can be no assurance that we will be able to obtain any such financing.
The cash flow statements for all periods presented include both continuing and discontinued operations. Discontinued operations include the
activity of our historical WD Services and Human Services segments. The loss from discontinued operations, net of tax, was $0.5 million for the six
months ended June 30, 2020 and the loss from discontinued operations, net of tax, was $1.0 million for the six months ended June 30, 2019.
YTD 2020 cash flows compared to YTD 2019
Operating activities. Cash provided by operating activities was $147.2 million and $23.1 million for YTD 2020 and YTD 2019, respectively. Cash
flows from operating activities increased by $124.1 million due to an increase in cash provided by working capital of $61.1 million. The increase in
working capital was related to an increase in accounts payable, accrued expenses, and long-term contract payables of $66.2 million primarily related to
liability reserves on certain profit corridor and reconciliation contracts due to lower activity as a result of COVID-19, and lower accounts receivable and
other receivables of $15.6 million. The increase in these working capital items was offset by a decrease in cash associated with $9.4 million in prepaid
assets, an $8.1 million decrease in income taxes on gain from sale of a business, and a $5.9 million decrease in our accrued transportation liability. The
remaining increase in the cash flow from operating activities was a result of the increase in net income of $54.2 million primarily from higher operating
income and an increase in deferred income taxes of $12.8 million due to the favorable impact of the CARES Act. This was partially offset by an increase in
equity income by $4.8 million in Matrix.
Investing activities. Net cash used in investing activities of $80.0 million in YTD 2020 increased by $75.7 million as compared to YTD 2019 as a
result of the acquisition of NMT.
Financing activities. Net cash used in financing activities of $83.8 million in YTD 2020 increased $87.0 million as compared to YTD 2019. The
cash outflow was primarily due to $92.6 million in cash paid related to the preferred stock conversion transaction and repurchase of common stock. See
Note 10, Stock-Based Compensation and Similar Arrangements, for further information on the preferred stock transaction. YTD 2020 was partially offset
by an increase in cash provided by financing activities of $4.9 million related to proceeds from common stock issued pursuant to stock option exercises
during the comparative periods.
Obligations and commitments
Credit Facility. We are party to the amended and restated credit and guaranty agreement, dated as of August 2, 2013 (as amended, the “Credit
Agreement”), with Bank of America, N.A., as administrative agent, swing line lender and letter of credit issuer, and the other lenders party thereto. On May
6, 2020, we entered into the Seventh Amendment to the Amended and Restated Credit and Guaranty Agreement (the “Seventh Amendment”). The Seventh
Amendment extended the maturity date to August 1, 2021, expanded the amount available under the revolving credit facility (the “Credit Facility”) from
$200.0 million to $225.0 million, and increased the sub-facility for letters of credits from $25.0 million to $40.0 million. Interest on the loans is payable
quarterly in arrears. In addition, we are obligated to pay a quarterly commitment fee based on a percentage of the unused portion of each lender’s
commitment under the Credit Facility and quarterly letter of credit fees based on a percentage of the maximum amount available to be drawn under each
outstanding letter of credit.
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As of June 30, 2020, we had no borrowings outstanding on the Credit Facility; however, had letters of credit outstanding in the amount of $13.6
million. Our available credit under the Credit Facility was $211.4 million. Under the Credit Agreement, we have an option to request an increase in the
amount of the revolving credit facility from time to time (on substantially the same terms as apply to the existing facilities) in an aggregate amount of up to
$75.0 million with either additional commitments from lenders under the Credit Agreement at such time or new commitments from financial institutions
acceptable to the administrative agent in its reasonable discretion, so long as no default or event of default exists at the time of any such increase. We may
not be able to access additional funds under this increase option as no lender is obligated to participate in any such increase under the Credit Facility.
We may prepay any outstanding principal under the Credit Facility in whole or in part, at any time without premium or penalty, subject to
reimbursement of the lenders’ breakage and redeployment costs in connection with prepayments of London Interbank Offered Rate ("LIBOR") loans. The
unutilized portion of the commitments under the Credit Facility may be irrevocably reduced or terminated by us at any time without penalty.
As of June 30, 2020, interest on the outstanding principal amount of loans accrues, at our election, at a per annum rate equal to the greater of either
LIBOR or 1.00%, plus an applicable margin, or the base rate as defined in the agreement plus an applicable margin. The applicable margin ranges from
2.25% to 3.00% in the case of LIBOR loans and 1.25% to 2.00% in the case of the base rate loans, in each case, based on our consolidated leverage ratio as
defined in the Credit Agreement. The commitment fee and letter of credit fee range from 0.35% to 0.50% and 2.25% to 3.00%, respectively, in each case
based on our consolidated leverage ratio as defined in the Credit Agreement. As of June 30, 2020, the all-in interest rate was 3.88%.
The Credit Facility also requires us (subject to certain exceptions as set forth in the Amended and Restated Credit Agreement) to prepay the
outstanding loans in an aggregate amount equal to 100% of the net cash proceeds received from certain asset dispositions, debt issuances, insurance and
casualty awards and other extraordinary receipts.
Our obligations under the Credit Facility are guaranteed by all of our present and future domestic subsidiaries. Our obligations are secured by a
first priority lien on substantially all of our assets excluding our interest in Matrix.
The Credit Agreement contains customary affirmative and negative covenants and events of default. The negative covenants include restrictions
on our ability to, among other things, incur additional indebtedness, create liens, make investments, give guarantees, pay dividends, repurchase shares, sell
assets, and merge and consolidate. We are subject to financial covenants, including consolidated net leverage and consolidated interest coverage covenants.
Our consolidated net leverage ratio may not be greater than 3.00:1.00 as of the end of any fiscal quarter and our consolidated interest coverage ratio may
not be less than 3.00:1.00 as of the end of any fiscal quarter. We were in compliance with all covenants as of June 30, 2020.
Preferred Stock. Following (i) the completion of a rights offering in February 2015, under which certain holders of our Common Stock exercised
subscription rights to purchase Preferred Stock, and (ii) the purchase of Preferred Stock by Coliseum Capital Partners, L.P., Coliseum Capital Partners II,
L.P., Blackwell Partners, LLC - Series A and Coliseum Capital Co-Invest, L.P. (collectively, the “Coliseum Stockholders”), pursuant to the Standby
Purchase Agreement between the Coliseum Stockholders and us, we issued 805,000 shares of Preferred Stock, of which 54,882 shares are outstanding as of
June 30, 2020.
As discussed in Note 10, Stock-Based Compensation and Similar Arrangements, on June 8, 2020, we entered into a Preferred Stock Conversion
Agreement (the “Conversion Agreement”) with Coliseum Capital Partners, L.P. and certain funds and accounts managed by Coliseum Capital
Management, LLC (collectively, the “Holders”). Pursuant to the Conversion Agreement, we purchased 369,120 shares of Series A Convertible Preferred
Stock, par value $0.001 per share, in exchange for $209.88 in cash per share of Series A Preferred Stock, plus a cash amount equal to accrued dividends on
such shares of Series A Preferred Stock through the day prior to June 11, 2020. Further, the Holders converted 369,120 shares of Series A Preferred Stock
into 925,567 shares of Common Stock, and received a cash payment for accrued dividends on such shares of Series A Preferred Stock through the day prior
to June 11, 2020, and a cash payment of $8.82 per share of Series A Preferred Stock. The amount of accrued dividends paid pursuant to the Conversion
Agreement was $0.8 million.
For further information regarding these transactions, see Item 7. “Management’s Discussion and Analysis of Financial Condition and Results of
Operations – Liquidity and capital resources – Obligations and commitments – Preferred Stock” in our Annual Report on Form 10-K for the year ended
December 31, 2019 and Note 10, Stock-Based Compensation and Similar Arrangements, in the current Form 10-Q. We may pay a noncumulative cash
dividend on each share of Preferred Stock, when, as and if declared by a committee of our Board, at the rate of 5.5% per annum on the liquidation
preference then in effect. On or before the third business day immediately preceding each fiscal quarter, we determine our intention whether or not to pay a
cash
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dividend with respect to that ensuing quarter and give notice of our intention to each holder of Preferred Stock as soon as practicable thereafter.
In the event we do not declare and pay a cash dividend, the liquidation preference will be increased to an amount equal to the liquidation
preference in effect at the start of the applicable dividend period, plus an amount equal to such then applicable liquidation preference multiplied by
8.5% per annum, computed on the basis of a 365-day year and the actual number of days elapsed from the start of the applicable dividend period to the
applicable date of determination.
Cash dividends are payable quarterly in arrears on January 1, April 1, July 1 and October 1 of each year, and, if declared, will begin to accrue on
the first day of the applicable dividend period. Paid-in-kind (“PIK”) dividends, if applicable, will accrue and be cumulative on the same schedule as set
forth above for cash dividends and will also be compounded at the applicable annual rate on each applicable subsequent dividend date. PIK dividends are
paid upon the occurrence of a liquidation event, conversion or redemption in accordance with the terms of the Preferred Stock. Cash dividends were
declared for the six months ended June 30, 2020 and 2019 totaling $2.0 million and $2.2 million, respectively.
Reinsurance and Self-Funded Insurance Programs
Reinsurance
We historically reinsured a substantial portion of our automobile, general and professional liability and workers’ compensation costs under
reinsurance programs primarily through our wholly-owned captive insurance subsidiary, Social Services Providers Captive Insurance Company
("SPCIC"). As of May 16, 2017, SPCIC did not renew the expiring reinsurance policies. We will continue to resolve claims under the historical policy
years. During Q1 2020, we dissolved SPCIC.
At June 30, 2020, based on an independent actuarial report, the net cumulative reserves for expected losses since inception of these historical
automobile, general and professional liability and workers’ compensation reinsurance programs were $1.4 million, $1.0 million and $2.4 million,
respectively.
Further, we had restricted cash of $0.1 million and $0.2 million at June 30, 2020 and December 31, 2019, related to collateral for reinsured claims
losses under the historical automobile, general and professional liability and workers’ compensation reinsurance programs.
Health Insurance
We offer our employees an option to participate in a self-funded health insurance program. The liability for the self-funded health plan of $2.0
million and $1.9 million as of June 30, 2020 and December 31, 2019, respectively, was recorded in “Self-funded insurance programs” in our condensed
consolidated balance sheets.
Off-Balance Sheet Arrangements
There have been no material changes to the Off-Balance Sheet Arrangements discussion previously disclosed in our audited consolidated financial
statements contained in our Annual Report on Form 10-K for the year ended December 31, 2019.
Forward-Looking Statements
This Quarterly Report on Form 10-Q contains certain statements that may be deemed “forward-looking statements” within the meaning of Section
27A of the Securities Act of 1933 (the “Securities Act”) and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”),
including statements related to the Company’s strategies or expectations about revenues, liabilities, results of operations, cash flows, ability to fund
operations, profitability, ability to meet financial covenants, contracts or market opportunities. The Company may also make forward-looking statements in
other reports filed with the Securities and Exchange Commission (the “SEC”), in materials delivered to stockholders and in press releases. In addition, the
Company’s representatives may from time to time make oral forward-looking statements. In certain cases, you may identify forward looking-statements by
words such as “may”, “will”, “should”, “could”, “expect”, “plan”, “project”, “intend”, “anticipate”, “believe”, “seek”, “estimate”, “predict”, “potential”,
“target”, “forecast”, “likely”, the negative of such terms or comparable terminology. In addition, statements that are not historical statements of fact should
also be considered forward-looking statements. These forward-looking statements are based on the Company’s current expectations, assumptions, estimates
and projections about its business and industry, and involve risks, uncertainties and other factors that may cause actual events to be materially different
from those expressed or implied by such forward-looking statements. These statements are subject to a number of known and unknown risks, uncertainties
and other factors, many of which are beyond our
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ability to control or predict, which may cause actual events to be materially different from those expressed or implied herein, including but not limited to:
the early termination or non-renewal of contracts; our ability to successfully respond to governmental requests for proposal; our ability to fulfill our
contractual obligations; our ability to identify and successfully complete and integrate acquisitions; our ability to identify and realize the benefits of
strategic initiatives; the loss of any of the significant payors from whom we generate a significant amount of our revenue; our ability to accurately estimate
the cost of performing under certain capitated contracts; our ability to match the timing of the costs of new contracts with its related revenue; the outcome
of pending or future litigation; our ability to attract and retain senior management and other qualified employees; our ability to successfully complete recent
divestitures or business termination; the accuracy of representations and warranties and strength of related indemnities provided to us in acquisitions or
claims made against us for representations and warranties and related indemnities in our dispositions; our ability to effectively compete in the marketplace;
inadequacies in or security breaches of our information technology systems, including our ability to protect private data; the impact of COVID-19 on us
(including: the duration and scope of the pandemic; governmental, business and individuals’ actions taken in response to the pandemic; economic activity
and actions taken in response; the effect on our clients and client demand for our services; and the ability of our clients to pay for our services); seasonal
fluctuations in our operations; impairment of long-lived assets; the adequacy of our insurance coverage for automobile, general liability, professional
liability and workers’ compensation; damage to our reputation by inaccurate, misleading or negative media coverage; our ability to comply with
government healthcare and other regulations; changes in budgetary priorities of government entities that fund our services; failure to adequately comply
with patient and service user information regulations; possible actions under Medicare and Medicaid programs for false claims or recoupment of funds for
noncompliance; changes in the regulatory landscape applicable to Matrix; changes to our estimated income tax liability from audits or otherwise; our
ability to meet restrictive covenants in our credit agreement; restrictions in the terms of our preferred stock; the costs of complying with public company
reporting obligations; and the accuracy of our accounting estimates and assumptions
The Company has provided additional information about these risks and uncertainties in our Annual Report on Form 10-K for the year ended
December 31, 2019, our subsequent filings with the SEC, and in this filing.
You are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date the statement was made. The
Company is under no obligation to (and expressly disclaims any such obligation to) update any of the information in any forward-looking statement if such
forward-looking statement later turns out to be inaccurate, whether as a result of new information, future events or otherwise.
Item 3. Quantitative and Qualitative Disclosures About Market Risk.
We have exposure to interest rate risk mainly related to our Credit Facility, which has variable interest rates that may increase. We did not have
any amounts outstanding on our Credit Facility at June 30, 2020.
Item 4. Controls and Procedures.
(a) Evaluation of disclosure controls and procedures
The Company, under the supervision and with the participation of its management (including its principal executive officer and principal financial
officer), evaluated the effectiveness of the design and operation of the Company’s disclosure controls and procedures, as defined in Rule 13a-15(e) of the
Exchange Act as of June 30, 2020. Based upon this evaluation, the Company’s principal executive and financial officers have concluded that such
disclosure controls and procedures were effective to provide reasonable assurance that (i) 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 (ii) information required to be disclosed by the Company in the reports that it files or submits under the Exchange Act is accumulated and
communicated to the Company’s management, including its principal executive and financial officers, or persons performing similar functions, as
appropriate to allow timely decisions regarding required disclosure.
(b) Changes in internal control over financial reporting
The principal executive and financial officers also conducted an evaluation of whether any changes in the Company’s internal control over
financial reporting occurred during the quarter ended June 30, 2020 that have materially affected or which are reasonably likely to materially affect such
control. Such officers have concluded that no such changes have occurred.
(c) Limitations on the effectiveness of controls
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Because of its inherent limitations, internal control over financial reporting can provide only reasonable assurance with respect to financial
statement preparation and presentation. The design of a control system must reflect the fact that there are resource constraints, and the benefits of controls
must be considered relative to their costs. Because of the inherent limitations in a cost-effective control system, misstatements due to error or fraud may
occur and not be detected. 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. The Company conducts periodic
evaluations of its internal controls to enhance, where necessary, its procedures and controls.
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PART II—OTHER INFORMATION

Item 1. Legal Proceedings.
From time-to-time, we may become involved in legal proceedings arising in the ordinary course of our business. We cannot predict with certainty
the potential for or outcome of any future litigation. Regardless of the outcome of any particular litigation and the merits of any particular claim, litigation
can have a material adverse impact on us due to, among other reasons, any injunctive relief granted which could inhibit our ability to operate our business,
amounts paid as damages or in settlement of any such matter, diversion of management resources and defense costs.
On January 21, 2019, the United States District Court for the Southern District of Ohio unsealed a qui tam complaint, filed in December 2015,
against Mobile Care Group, Inc., Mobile Care Group of Ohio, LLC, Mobile Care EMS & Transport, Inc. and LogistiCare Solutions, LLC (“LogistiCare”)
by Brandee White, Laura Cunningham, and Jeffery Wisier (the “Relators”) alleging violations of the federal False Claims Act by presenting claims for
payment to government healthcare programs knowing that the prerequisites for such claims to be paid had not been met. The Relators seek to recover
damages, fees and costs under the federal False Claims Act including treble damages, civil penalties and attorneys’ fees. In addition, the Relators seek
reinstatement to their jobs with the Mobile Care entities. None of the Relators were employed by LogistiCare. Prior to January 21, 2019, LogistiCare had
no knowledge of the complaint. The federal government has declined to intervene against LogistiCare. We filed a motion to dismiss the Complaint on April
22, 2019. Although the outcome of such matter is inherently uncertain and may be materially adverse, based on current information, we do not expect the
case to have a material adverse effect on our business, financial condition or results of operations.
On March 1, 2019, Meher Patel filed suit against us in the Superior Court of the State of California, Tuolumne County, on behalf of herself and as
a class action on behalf of others similarly situated, asserting violations under the California Labor Code relating to the alleged failure by LogistiCare to
comply with certain applicable state wage and related employment requirements, as well as claims of breach of contract and breach of the implied covenant
of good faith and fair dealing. This matter has been resolved in a manner that does not materially impact us.
In Lynch v. Ride Plus et al., a putative class action lawsuit filed in the Superior Court for the County of San Diego, California, a former Ride Plus
driver (trade name for Provado Mobile Health, a Company subsidiary) sought to represent all Ride Plus drivers in California on claims identical to the Patel
action. This matter has been resolved in a manner that does not materially impact us.
On April 1, 2019, a purported class action was filed against LogistiCare in Texas alleging that the Company’s policy with respect to timekeeping
for hourly employees constituted violations of the federal Fair Labor Standards Act (“FLSA”), as well as wage and hour laws in South Carolina and Texas.
Plaintiffs filed a motion for conditional certification on a nationwide basis, which LogistiCare contested. The court granted the conditional certification
motion on January 22, 2020. We filed an appeal of the conditional certification order and plan to vigorously contest the allegations on the merits as the
plaintiffs have mischaracterized the method by which employees clock in to work. At this early stage in the litigation, it is impossible to predict with any
certainty whether plaintiffs will prevail on their claims, or what they might recover.
On June 10, 2020, Gateway Insurance Company (“Gateway”), doing business in California as Alano Insurance Company, a subsidiary of Atlas
Financial Holdings, Inc., entered liquidation. Gateway previously insured certain LogistiCare subcontracted transportation providers. LogistiCare is listed
as an additional insured on these policies, and received notice of the liquidation on June 15, 2020. LogistiCare currently has 12 active lawsuits involving
transportation providers formerly insured by Gateway; however, additional lawsuits may be filed against these subcontracted transportation providers. As a
result of the liquidation, these suits will now be taken over by the state guaranty fund in which the suit is pending. It is probable that LogistiCare will lose
its additional insured status and be required to defend itself under its own insurance policies, which involve a self-insured retention. All of the lawsuits are
currently stayed for a time period varying by state in order for the guaranty fund to take over the case. We have accrued reserves related to these lawsuits in
accordance with ASC 450, Contingencies.
Item 1A. Risk Factors.
There have been no material changes from the risk factors disclosed in the Company’s Annual Report on Form 10-K for the year ended
December 31, 2019, except as discussed below.

38

Our business, results of operations and financial condition may be adversely affected by pandemic infectious diseases, particularly the
novel coronavirus strain known as severe acute respiratory syndrome coronavirus 2 (“SARS-CoV-2”), which causes COVID-19.
We could be negatively impacted by the widespread outbreak of an illness or any other communicable disease, or any other public health crisis
that results in economic and trade disruptions, including the disruption of global supply chains. In December 2019, an outbreak of a new strain of
coronavirus began in Wuhan, Hubei Province, China. In March 2020, the World Health Organization declared COVID-19 a pandemic. The COVID-19
pandemic has negatively impacted the global economy, disrupted global supply chains and created significant volatility and disruption of financial markets.
COVID-19, as well as measures taken by governmental authorities and private actors to limit the spread of this virus, has and is likely to continue to
interfere with the ability of our employees, suppliers, transportation providers and other business providers to carry out their assigned tasks at ordinary
levels of performance relative to the conduct of our business which may cause us to materially curtail certain of our business operations. While we are
monitoring the impact of COVID-19 on our business and financial results at this time, we are unable to accurately predict the extent to which the
coronavirus pandemic impacts our business, operations and financial results. Such impact will depend on numerous evolving factors that we may not be
able to accurately predict, including: the duration and scope of the pandemic; governmental, business and individuals’ actions that have been and continue
to be taken in response to the pandemic, including, potential shifting of governmental policies away from programs that call for the types of services we
provide; the impact of the pandemic on economic activity and actions taken in response; the effect on our members and member demand for our services;
our ability to provide our services, including as a result of travel restrictions, disruptions in our contact centers related to COVID-19, people working from
home, and the willingness of our employees to return to our contact centers as “shelter in place” and other related “stay at home restrictions” are lifted or
modified; issues with respect to our employees’ health, working hours and/or ability to perform their duties; increased costs to the Company in response to
these changing conditions and to protect the health and safety of our employees; and the ability of our payors to pay for our services. Furthermore, any
failure to appropriately respond, or the perception of an inadequate response, could cause reputational harm and/or subject us to claims and litigation.
Beginning in March 2020 we saw a significant reduction in trip volume as the governors of most states in which we operate implemented some
form of “stay at home” order, and medical services were reduced to life-sustaining programs only (e.g., dialysis and chemotherapy). This reduction in trip
volume has had a negative financial impact on our transportation providers and we believe that some of our transportation providers may not survive this
period of reduced volume. As governors in many of the states have lifted or modified such restrictions and allowed businesses to reopen, we have seen
some increase in trip volume, however given the continued resurgence of the virus in many such states, such volumes have stayed at lower than prepandemic levels. We currently expect that some states will continue to reopen while others may impose or renew restrictions on economic activity to try to
mitigate the resurgence of the virus. If volume remains depressed overall, we will continue to see pressure on our transportation providers and lower
revenue. If volume increases as a result of reopening measures or because states are able to bring the pandemic under control, depending on the period of
time over which this increase in volume occurs, we may face difficulty meeting volume demands due to the capacity constraints within our network of
transportation providers. Additionally, there may be an increase in the required level of service for those utilizing NET services during the pandemic as a
result of a sicker population or in an effort to reduce the potential transmission of COVID-19. As trip volume increases we may face staffing difficulties in
our contact centers as the recruitment of potential employees may be challenging amid health concerns and other factors related to the pandemic.
The uncertainty of trip volume volatility due to COVID-19 can impact the assumptions on which we rely to develop our transportation expense
estimates. If we do not accurately estimate costs incurred in providing services, the contract may be less profitable than anticipated and our actual results
may be adversely affected.
Any or all of these factors could have an adverse effect on our business, financial condition and results of operations.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
Issuer Purchases of Equity Securities
On March 11, 2020, the Board authorized a new stock repurchase program under which the Company may repurchase up to $75.0 million in
aggregate value of the Company’s Common Stock, subject to the consent of the holders of a majority of the Company’s Series A convertible preferred
stock, through December 31, 2020, unless terminated earlier. Since March 11, 2020, 195,677 shares were repurchased under the program. The following
table provides information with respect to common stock repurchased by us during the six months ended June 30, 2020:
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Total Number
of Shares (or Units) of
Common Stock
Purchased

Period

Total Number of
Shares (or Units) of
Common Stock
Purchased as Part of
Publicly Announced
Plans or Program

Average Price
Paid per
Share (or Unit)

Share value authorized for
repurchase

Maximum Dollar Value (or
Approximate Dollar Value)
of
Shares (or Units) that May
Yet Be Purchased
Under the Plans or
Program (000’s)

$

75,000

Repurchase Activity:
March 1, 2020
to
March 31, 2020

142,821

$

51.11

142,821

$

67,701

46,455

$

54.48

46,455

$

65,170

6,401

$

55.64

6,401

$

64,813

—

$

—

—

$

—

April 1, 2020
to
April 30, 2020
May 1, 2020
to
May 30, 2020
June 1, 2020
to
June 30, 2020
Total

195,677

195,677
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Item 6. Exhibits.
EXHIBIT INDEX
Exhibit
Number

Description

10.1*

Equity Purchase Agreement dated as of May 6, 2020, by and among National MedTrans, LLC, Specialty Benefits, LLC, and LogistiCare
Solutions, LLC

10.2

Seventh Amendment to the Amended and Restated Credit and Guaranty Agreement dated May 6, 2020 among the Providence Service
Corporation, the guarantors party thereto, the lenders party thereto and Bank of America N.A. as Administrative Agent (Incorporated by
reference to an exhibit to the registrant’s current report on Form 8-K filed with the SEC on May 7, 2020)

10.3

Preferred Stock Conversion Agreement, dated June 8, 2020, among The Providence Service Corporation and the other signatory parties
thereto (Incorporated by reference to an exhibit to the registrant’s current report on Form 8-K filed with the SEC on June 8, 2020)

31.1*

Certification pursuant to Securities Exchange Act Rules 13a-14 and 15d-14 of the Chief Executive Officer.

31.2*

Certification pursuant to Securities Exchange Act Rules 13a-14 and 15d-14 of the Chief Financial Officer.

32.1*

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

32.2*

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

101.INS

XBR Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are embedded within
the Inline XBRL document.

101.SCH

XBRL Schema Document

101.CAL

XBRL Calculation Linkbase Document

101.LAB

XBRL Label Linkbase Document

101.PRE

XBRL Presentation Linkbase Document

101.DEF

XBRL Definition Linkbase Document

*

Filed herewith.
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SIGNATURES
Pursuant to the requirements 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.
THE PROVIDENCE SERVICE CORPORATION
Date: August 6, 2020

By:

/s/ Daniel E. Greenleaf
Daniel E. Greenleaf
Chief Executive Officer
(Principal Executive Officer)

Date: August 6, 2020

By:

/s/ Kevin Dotts
Kevin Dotts
Chief Financial Officer
(Principal Financial Officer)
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EQUITY PURCHASE AGREEMENT
THIS EQUITY PURCHASE AGREEMENT (this “Agreement”) is entered into as of May 6, 2020, by and among
LogistiCare Solutions, LLC, a Delaware limited liability company (“Buyer”), National MedTrans, LLC, a New York limited
liability company (the “Company”), and Specialty Benefits, LLC, a Delaware limited liability company (“Seller”).
RECITALS
WHEREAS, Seller owns one hundred percent (100%) of the issued and outstanding equity interests in the Company (the
“Units”); and
WHEREAS, Seller desires to sell to Buyer, and Buyer desires to purchase from Seller, all of the Units, on the terms and
subject to the conditions set forth herein.
NOW, THEREFORE, in consideration of the foregoing, the representations, warranties, covenants and agreements set
forth in this Agreement, and other good and valuable consideration, the adequacy and receipt of which is hereby acknowledged,
the parties hereby agree as follows:
ARTICLE I.
DEFINITIONS
tion i. .Certain Definitions
.
For purposes of this Agreement, except as otherwise expressly provided herein or unless the context otherwise requires,
the following terms, when used in this Agreement and the Schedules, and other documents delivered in connection herewith,
have the meanings assigned to them in this Section 1.1.
“Action” means any action, litigation, claim, complaint, audit (outside the ordinary course of business), investigation, suit,
order, arbitration or other proceeding, whether civil, administrative or criminal, in law or in equity by or before any
Governmental Entity.
“Affiliate” means, with regard to any specified Person, a Person that directly, or indirectly through one or more
intermediaries, controls, or is controlled by, or is under common control with, such specified Person. A Person shall be deemed to
control another Person if such first Person possesses, directly or indirectly, the power to direct, or cause the direction of, the
management and policies of such other Person, whether through the ownership of voting securities, by Contract or otherwise.
“Business” means the non-emergency medical transportation business conducted by the Company.

“Business Day” means any day other than a Saturday, a Sunday or any other day on which commercial banks in Atlanta,
Georgia are required to be closed or are closed generally.
“Buyer Fundamental Representations” means the representations and warranties of Buyer set forth in Section 5.1
(Formation; Power; Authorization; Enforceability), Section 5.2(a)(i) (No Violations of Buyer’s Organizational Documents) and
Section 5.5 (Finders’ or Advisors’ Fees).
“Closing Indebtedness” means the aggregate amount of Indebtedness, determined as of immediately prior to the Closing.
“Code” means the Internal Revenue Code of 1986, as amended.
“Commercial Agreement” means the Network Access Agreement, between an Affiliate of Seller and Buyer, effective
March 15, 2009, as amended, and the statements of work to be entered into by such parties at the Closing.
“Company Employee” means all employees of each Company Entity.
“Company Entities” means the Company and each of its direct or indirect Subsidiaries.
“Company Fundamental Representations” means the representations and warranties of the Company set forth in Section
3.1 (Organization and Qualification), Section 3.2 (Power; Authorization; Enforceability), Section 3.3(a)(i) (No Violations of the
Company’s Organizational Documents), Section 3.4(a) (Capital Structure), Section 3.5 (Company Subsidiaries), Section 3.7(b)
(Excluded Liabilities) and Section 3.24 (Finders’ or Advisors’ Fees).
“Company Intellectual Property” means any Intellectual Property that the Company Entities own, use, or hold for use in
the conduct of the Business.
“Confidentiality Agreement” means that certain Confidentiality Agreement, dated as of November 6, 2019, by and
between Providence Service Corporation and the Company.
“Contract” means any contract, agreement, arrangement, commitment, indenture, lease, purchase order or license,
whether written or oral.
“Disclosure Schedule” means the Disclosure Schedules which are attached hereto and delivered by the Company to Buyer
concurrently with the execution and delivery of this Agreement.
“Domain Names” means listed on Exhibit B of the Transition Services Agreement.
“Employee Plan” means any “employee benefit plan” as defined in Section 3(3) of ERISA, and any other plan, fund,
Contract, program and arrangement that any Company Entity or any other ERISA Affiliate sponsors, maintains or contributes to,
is required to contribute to, or has or could reasonably be expected to have any liability or obligation of any nature with respect
to, whether known or unknown, direct or indirect (including through its affiliation with ERISA Affiliates), fixed or contingent,
including those intended to provide (in all cases, regardless of
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whether subject to ERISA): (i) medical, surgical, health care, hospitalization, dental, vision, life insurance, death, disability, legal
services, severance, sickness, fringe benefit, accident or other welfare benefits, (ii) pension, profit sharing, stock bonus,
retirement, supplemental retirement or deferred compensation benefits, (iii) bonus, incentive compensation, equity compensation,
stock option, restricted stock, restricted stock unit, stock appreciation right, phantom stock, stock purchase benefits, or other
equity (including awards that track equity) arrangements or (iv) tax gross ups, employment agreements, offer letters, retention,
change in control, termination pay, salary continuation, paid time off, supplemental unemployment, current or deferred
compensation (other than current salary or wages paid in the form of cash), termination pay, vacation or holiday benefits.
“Encumbrance” means any lien, charge, claim, encroachment, easement, encumbrance, security interest, pledge, option,
pledge, mortgage, deed of trust, hypothecation or other similar restriction of any kind, whether imposed by Contract or Law
(other than restrictions arising under applicable securities Laws).
“Environmental Law” means any Law relating to remediation, restoration or protection of the environment as it relates to
exposure to Hazardous Materials, including such Laws relating to storage, treatment, management, generation, transportation,
use, release or disposal of Hazardous Materials.
“ERISA” means the Employee Retirement Income Security Act of 1974, as amended.
“ERISA Affiliate” means, other than a Company Entity, any other corporation or trade or business that is treated as a
single employer with any Company Entity as determined under Sections 414(b), (c), (m) or (o) of the Code.
“Excluded Assets” means the assets set forth on Section 1.1(a) of the Disclosure Schedule.
“Excluded Liabilities” means the Liabilities set forth on Section 1.1(b) of the Disclosure Schedule.
“Firm” means the law firm identified on Schedule 1.
“GAAP” means U.S. generally accepted accounting principles, consistently applied.
“Government Reimbursement Programs” means Medicare (including Medicare Part D and Medicare Advantage), any
Medicaid program (including Managed Medicaid programs), the CHAMPUS Program, the TRICARE Program, any other federal
or state reimbursement program involving payment of governmental funds (including “Federal health care programs” as defined
in 42 U.S.C. § 1320a 7b(f)), and any similar federal, state or local reimbursement or governmental program for which the federal,
state or local government pays, in whole or in part, directly or indirectly, for the provision of health care services or goods.
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“Governmental Authorization” means any license, permit, certificate of need, certificate of exemption, franchise,
accreditation or registration with or issued by any Governmental Entity.
“Governmental Entity” means any federal, national, state, territorial, commonwealth, foreign, provincial, local, executive
or regulatory authority, agency, commission or other government body or instrumentality thereof.
“Guaranty” means the guaranty entered into by an Affiliate of Seller in favor of Buyer on the Closing Date and delivered
at the Closing.
“Hazardous Materials” means any (a) hazardous materials, hazardous substances, extremely hazardous substances,
hazardous wastes, infectious wastes, acute hazardous wastes, toxic substances, contaminants, pollutants, or other materials,
substances or wastes regulated under any Environmental Law; (b) petroleum, including crude oil or any fraction or derivative
thereof; (c) any radioactive material, including any source, special nuclear, or by-product material as defined in 42 U.S.C. § 2011
et seq.; (d) asbestos in any form or condition; and (e) any substance that contains regulated levels of polychlorinated biphenyls.
“Healthcare Law” means any federal, state and/or municipal Laws relating to the provision of healthcare products or
services, including, but not limited to all Laws that govern, regulate, restrict or relate to the provision, administration,
management and/or payment for health care or health-care related products, services or professionals, including clinical,
behavioral, diagnostic, transportation or therapeutic services for individuals with health or behavioral conditions; the practice of
medicine, psychiatry, psychology, osteopathy, nursing, counseling, psychoeducational programming, nutritional education,
experiential therapies; consumer protection; laboratory services; professional licensure; dispensing medicines or controlled
substances; medical service documentation; medical record retention; unprofessional conduct; fee-splitting; patient brokering;
referrals; coding, billing and submission of claims; fraudulent, abusive or unlawful practices connected in any way with the
provision of healthcare items or services or the billing for or claims for reimbursement for such item or services; claim
processing; quality of care, medical necessity; medical privacy and security; patient or client confidentiality; confidentiality of
health records or personal health information; informed consent; hiring of employees or acquisition of services or supplies from
Persons excluded from participation in any Government Reimbursement Program, or other healthcare-related matters, each as
amended from time to time, including, without limitation, the Eliminating Kickbacks in Recovery Act of 2019 (18 USC §220),
Title XVIII of the Social Security Act, 42 U.S.C. §§ 1395-1395hhh (the Medicare statute), Title XIX of the Social Security Act,
42 U.S.C. §§ 1396-1396v (the Medicaid statute), TRICARE, CHAMPUS, the federal anti-kickback statute, 42 U.S.C. §§ 1320a7b et seq. and the regulations promulgated thereunder, the Travel Act (18 U.S.C. § 1952), the federal physician self-referral law,
42 U.S.C. §§ 1395nn et seq. and the regulations promulgated thereunder, the federal civil False Claims Act, as amended, 31
U.S.C. §§ 3729 et seq., the federal criminal false claims statutes, 18 U.S.C. §§ 287 and 1001, any state corporate practice of
medicine Laws, the Federal Food, Drug & Cosmetic Act, 21 U.S.C. § 301 et seq., the Program Fraud Civil Remedies Act, 31
U.S.C. §§ 3801–3812; the Anti-Kickback Act of 1986, 41 U.S.C. §§ 51-58; the Civil Monetary Penalties Law, 42 U.S.C. §§
1320a-7a and
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1320a-7b; the Federal exclusion laws (42 U.S.C. § 1320a-7), the Federal Conspiracy to Defraud Statute, 18 U.S.C. § 286, the
Federal False Statements Statute, 18 U.S.C. § 1001, the Federal Controlled Substances Act, 21 U.S.C. § 801 et seq., 42 U.S.C. §
1320a-7c, the Patient Protection and Affordable Care Act, Pub. L. No. 111-152, any Medicare or Medicaid provider manuals
governing suppliers/providers, and any participation, claims submission and reimbursement requirements for providers of health
care services.
“HIPAA” means the Health Insurance Portability and Accountability Act of 1996 (Pub. L. No. 104-191), as amended by
the Health Information Technology for Economic and Clinical Health Act (Pub. L. No. 111-5) and their implementing regulations
set forth at 45 CFR Part 160, 162 and 164, as may be amended.
“Indebtedness” means, as of any date, without duplication, the outstanding principal amount of, accrued and unpaid
interest on, and other outstanding payment obligations arising under any obligations of any Company Entity consisting of:
(a) indebtedness for borrowed money, whether current, short-term or long-term and whether secured or unsecured, or for the
deferred purchase price of property or services (including any “earn-out” or similar payments but excluding trade payables
incurred in the ordinary course of business), and any related accrued interest, fees and prepayment penalties; (b) indebtedness
evidenced by any note, bond, debenture or other debt security, and any related accrued interest, fees and prepayment penalties;
(c) any indebtedness referred to in clauses (a) and (b) above of any Person that is either guaranteed (including under any “keep
well” or similar arrangement) by, or secured by any Encumbrance upon any property or asset owned by, any Company Entity, in
each case, as of such date; (d) any liability in respect of banker’s acceptances or letters of credit (but, in each case, only to the
extent and in the amount drawn); (e) any liability under interest rate swap, hedging or similar agreements; (f) declared but unpaid
dividends; (g) all obligations to pay rent or other amounts under any lease of (or other arrangement covering the right to use)
personal property that are required to be classified and accounted for as capital leases on a balance sheet as of such date
computed in accordance with GAAP; (h) any intercompany indebtedness between any Company Entity, Seller or any of its
Affiliates; (i) any underfunded pension Liabilities; or (j) any amounts payable to (including with respect to loans of any kind or
nature) any Company Entity from Seller or any officer, manager, employee or agent of any Company Entity. For the avoidance of
doubt, “Indebtedness” shall not include any amounts included in the Transaction Expenses.
“Intellectual Property” means, in any jurisdiction worldwide, any and all of the following: (a) rights in patents and patent
applications, including continuations, continuations-in-part, divisionals, reissues and extensions, patentable inventions, and
improvements whether or not patentable; (b) trademarks, service marks, trade dress, trade names, logos, corporate names and any
other designators of origin, together with all of the goodwill associated therewith, and registrations and applications for any of the
foregoing; (c) works of authorship, registered copyrights and applications for registrations of copyrights and unregistered
copyrightable works, including copyrights in Software; (d) trade secrets, technical and proprietary information and other
confidential information, know-how, processes, methods, designs, inventions (whether patentable or not), Software, and
Technology; (e) uniform resource locators, domain names and social media account names or identifiers; (f) rights of privacy or
publicity; (g) all other
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intellectual and related proprietary rights, interests, and protections, whether protected, created or arising by operation of Law;
and (h) all copies and tangible embodiments thereof (in whatever form or medium), and rights to recover for past, present and
future infringement associated with any of the foregoing.
“Knowledge of Buyer” means the actual knowledge of Kathryn Stalmack and such knowledge as would have been
obtained following the exercise of reasonable inquiry by such Persons.
“Knowledge of the Company” means the actual knowledge of Brad Anderson, James Bedard and Scott Naasz and such
knowledge as would have been obtained following the exercise of reasonable inquiry by such Persons.
“Law” means any federal, state, local or foreign law (including common law), statute, code or ordinance, or any rule,
regulation, judgment, order, writ, injunction, ruling, decree or arbitration award of any Governmental Entity, all as may be
amended from time to time.
“Liability” means, with respect to any Person, any debt, liability or obligation of such Person of any kind, character or
description (whether direct or indirect, asserted or unasserted, absolute or contingent, secured or unsecured, joint or several,
executory, determined, determinable, accrued or unaccrued, liquidated or unliquidated, or whether due or to become due).
“Losses” means all losses and damages, including reasonable legal fees and expenses in connection with any of the
foregoing, but excluding any incidental, consequential, special, punitive or indirect losses and damages and any losses and
damages based on lost profits or diminution of value (collectively, the “Excluded Losses”) except to the extent such Excluded
Losses (a) are payable to a Person other than the Indemnified Party pursuant to a Third-Party Claim, or (b) other than punitive
losses and damages, were probable and reasonably foreseeable and result from a breach of this Agreement or from the Excluded
Liabilities (for the avoidance of doubt, including any losses and damages based on lost profits or diminution in value that were
probable and reasonably foreseeable and result from a breach of this Agreement or from the Excluded Liabilities).
“Marks” has the meaning set forth in Section 6.9.
“Material Adverse Effect” means any change or event that, individually or in the aggregate, has had, or would reasonably
be expected to have, a material adverse effect on the Business, results of operations or financial condition of the Company
Entities, taken as a whole, other than any change or event resulting from, relating to or arising out of: (a) general economic
conditions in any of the markets or geographical areas in which the Company Entities operate; (b) any change in economic
conditions or the financial, credit, banking, currency or capital markets in general; (c) conditions generally affecting the
industries in which the Company Entities operate; (d) acts of God or other calamities, or national or international calamity
involving the United States whether or not pursuant to the declaration of a national emergency or war, or the occurrence of any
military or terrorist attack upon or affecting Persons in the United
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States or any of its territories, possessions, or diplomatic or consular offices or military installations; (e) changes in Law or the
interpretations thereof; (f) any actions taken, or failures to take action, or such other changes or events, in each case, which Buyer
has requested or to which it has consented or which actions are contemplated by this Agreement; (g) any failure, in and of itself,
by the Company Entities to meet projections, forecasts, revenue or earnings predictions or other similar forward looking
statements for any period ending on or after the date of this Agreement (it being understood that the facts or occurrences giving
rise to or contributing to such failure may be deemed to constitute, or be taken into account in determining whether there has
been or will be, a Material Adverse Effect); and (h) any change or event arising out of or resulting from the pendency or
announcement of the transactions contemplated by this Agreement (provided that any disclosure of such pendency or such
announcement shall not be in breach of any covenant of this Agreement); unless in the case of (a), (b), (c), (d) and (e) above
where the same has a materially disproportionate effect on the Company Entities, as a whole, as compared to other Persons.
“Parent” means the Affiliate of Seller identified on Schedule 1.
“Payor” means any payer (including without limitation any Government Reimbursement Programs) that reimburses the
Company for services or products it provides or is provided on its behalf to any Person.
“Permitted Encumbrances” means (a) carriers’, warehouseman’s, mechanics’, materialmen’s and repairmen’s liens which
have arisen in the ordinary course and securing obligations incurred prior to the Closing Date that are not delinquent and that will
be paid and discharged in the ordinary course of business (excluding carriers’, warehouseman’s, mechanics’, materialmen’s,
repairmen’s liens and/or any such statutory liens that would be in violation of any obligation of any Company Entity under any
Lease), (b) Encumbrances imposed or promulgated by Laws with respect to real property and improvements, including zoning
regulations, (c) Encumbrances for Taxes that are not yet due and payable or that are being contested in good faith by appropriate
proceedings; and (d) defects, irregularities or imperfections of title and other Encumbrances which, individually or in the
aggregate, do not materially impair the continued occupancy, operation or use of the asset or property to which they relate.
“Person” means an association, a corporation, an individual, a partnership, a limited liability company, a trust, or any
other entity or organization, including a Governmental Entity.
“Personal Information” means: (A) any information that identifies, or in combination with other information may identify,
is linked to, or relates to an individual, or is capable of being associated with an individual; (B) any information that is governed,
regulated or protected by one or more Laws concerning information relating to an identified or identifiable natural person or PCI
DSS, including, without limitation, any “protected health information” (as defined by HIPAA); and (C) any information that is
derived from or linked to other Personal Information.
“Privacy Law” means all applicable Laws to the extent such Laws regulate or protect the privacy or security of Personal
Information, and all regulations promulgated thereunder,
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including applicable provisions of HIPAA, the Gramm Leach Bliley Act, the Fair Credit Reporting Act, the Fair and Accurate
Credit Transaction Act, the FTC Act, the Privacy Act of 1974, the CAN SPAM Act, the Telephone Consumer Protection Act, the
Telemarketing and Consumer Fraud and Abuse Prevention Act, Children’s Online Privacy Protection Act, state social security
number protection Laws, state data breach notification Laws, state consumer protection and consumer information Laws, and
state health information privacy Laws.
“Purchased Assets” means the assets set forth on Section 1.1(c) of the Disclosure Schedule.
“Release” means any release, spilling, leaking, pumping, pouring, emitting, emptying, discharging, injecting, escaping,
leaching, dumping, abandonment, disposing or allowing to escape or migrate into or through the environment (including, without
limitation, ambient air (indoor or outdoor), surface water, groundwater, land surface or subsurface strata or within any building,
structure, facility or fixture).
“Restricted Cash” means the VNS Restricted Cash and any cash or cash equivalents of the Company Entities held in
escrow.
“Restrictive Covenant Agreement” means the restrictive covenant agreement entered into by and among Buyer, Seller and
an Affiliate of Seller on the Closing Date and delivered at the Closing.
“SEC” means the Securities and Exchange Commission.
“Seller Fundamental Representations” means the representations and warranties of Seller set forth in Section 4.1
(Formation; Power; Authorization; Enforceability), Section 4.2(a)(i) (No Violations of Seller’s Organizational Documents),
Section 4.4 (Units) and Section 4.6 (Finders’ or Advisors’ Fees).
“Software” means all computer programs, applications, and source code and object code, including application software,
system software, firmware, middleware, mobile digital applications, program interfaces, algorithms, assemblers, applets,
compilers and binary libraries, together with any error corrections, updates, modifications, or enhancements thereto, data files
and computer databases, and protocols, specifications, and other related documentation.
“Straddle Period” means a taxable period beginning on or before and ending after the Closing Date.
“Subsidiary” means, with respect to any specified Person, (a) a corporation of which more than fifty percent (50%) of the
voting or capital stock is, as of the time in question, directly or indirectly owned by such Person and (b) any other Person in
which such Person, directly or indirectly, owns more than fifty percent (50%) of the ownership interests thereof or has the power
to elect or direct the election of more than fifty percent (50%) of the members of the governing body of such entity.
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“Target VNS Restricted Cash” means an amount equal to $3,109,089.00 held by VNS CHOICE in account 813502015
with JPMorgan Chase, to be held as the VNSNY Security Reserve as of June 30, 2017.
“Tax” means any foreign, federal, state, county, or local income, sales and use, excise, franchise, real and personal
property, gross receipt, capital stock, production, business and occupation, disability, employment, unemployment, payroll,
severance, escheat, unclaimed property or withholding tax or other tax, duty, fee, assessment or charge of any kind whatsoever in
the nature of a tax imposed by any Governmental Entity, including any interest or penalties related thereto.
“Tax Return” means any return, report, claim for refund, or information return or statement (including any attachments
and schedules thereto), and including any amendment thereof, filed or required to be filed with a Governmental Entity relating to
Taxes.
“Technology” means all servers, computer hardware, integrated circuits and integrated circuit masks, electronic,
electrical, and mechanical equipment, and all other forms of technology, including improvements, modifications, works in
process, derivatives, or changes, thereto and Intellectual Property rights therein.
“Transaction Documents” means this Agreement, the Commercial Agreement, the Guaranty, the Restrictive Covenant
Agreement, the Transition Services Agreement, and each other agreement, instrument or document entered into or required to be
delivered in connection with the transactions contemplated hereby.
“Transaction Expenses” means, to the extent not paid prior to the Closing, all fees and expenses of Seller and the
Company Entities incurred in connection with the transactions contemplated hereby, including, but not limited to: (i) the fees and
expenses payable by Seller or its Affiliates to financial advisors, outside legal counsel and accountants incurred in connection
with this Agreement and the transactions and other agreements contemplated by this Agreement; (ii) all transaction-related
bonuses or change of control bonuses, if any, payable to, or for the benefit of, any current or former employee, manager or
director of any Company Entity as a result of the consummation of the transactions contemplated hereby, including pursuant to
sale, retention or change of control or similar bonuses, payments or benefits; and (iii) the share of such Company Entity’s payroll,
social security, employment or other Taxes associated with any payments made by any Company Entity prior to, at, or following
the Closing within the scope of clause (ii) above.
“Transfer Taxes” means any sales, use, stock transfer, real property transfer, stamp, registration, documentary, recording
or similar Taxes together with any interest thereon, penalties, fines, fees, additions to Tax or additional amounts with respect
thereto incurred in connection with the transactions contemplated hereby.
“Transition Services Agreement” means the transition services agreement to be entered into by and among Buyer, Seller
and the Company at the Closing.
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“VNS Restricted Cash” means the amounts held as the VNSNY Security Reserve as of June 30, 2017, which is held by
VNS CHOICE in account 813502015 with JPMorgan Chase.
“WARN Act” means the United States Worker Adjustment and Retraining Notification Act and any similar Law.
The following terms are not defined above but are defined in the sections of this Agreement indicated below:
Term Section Term Section
Agreement Preamble
Business Information Section 3.6
Buyer Preamble
Buyer Indemnified Parties Section 8.2(a)
Buyer Prepared Tax Returns Section 6.5(a)
Cap Section 8.3(b)
Claim Section 8.4(a)
Claim Notice Section 8.4(a)
Closing Section 2.1(a)
Closing Date Section 2.1(a)
COBRA Section 6.67
Company Preamble
Deductible Section 8.3(b)
Distribution Agreement Section 7.1(a)(xi)
Estimated Calculations Section 2.3(a)(i)
Estimated Closing Indebtedness Section 2.3(a)
Estimated Purchase Price Section 2.3(a)(i)
Estimated Transaction Expenses Section 2.3(a)(i)
Exchange Act Section 3.4(e)
Final Calculations Section 2.3(b)(i)
Final Closing Indebtedness Section 2.3(b)(i)
Final Purchase Price Section 2.3(b)(i)
Final Transaction Expenses Section 2.3(b)(i)
Healthcare Professional Section 3.11(c)
Indemnified Party Section 8.3(b)
Indemnifying Party Section 8.3(b)

Independent Accountant Section 2.3(d)
Leases Section 3.18(b)
Material Contracts Section 3.16(a)
Material Customers Section 3.20(a)
Material Suppliers Section 3.20(a)
Objection Notice Section 2.3(c)
OIG Section 3.11(b)
Organizational Documents Section 3.1(b)
Post-Closing Adjustment Amount Section 2.3(b)(i)
Pre-Closing Tax Contest Section 6.5(c)
Privacy Agreements Section 3.12(a)
Privacy Consents Section 3.12(a)
Purchase Price Section 2.3(a)
Purchase Price Allocation Section 6.5(g)
Released Parties Section 6.6
Seller Preamble
Seller Indemnified Parties Section 8.2(b)
Seller Prepared Tax Returns Section 6.5(a)
Straddle Period Tax Contest Section 6.5(c)
Terminated Employees Section 6.6
Third-Party Claim Section 8.4(b)(i)
Third-Party Notice Section 8.4(b)(i)
Units Recitals
VNS Restricted Cash Shortfall Section 2.3(a)(i)

I.
PURCHASE AND SALE OF EQUITY
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i.Purchase and Sale
.
1. Closing. The transactions contemplated by this Agreement shall be consummated (the “Closing”) on the
date hereof, or at such other time as the parties mutually agree in writing (such date is herein referred to as the “Closing
Date”) and shall be effective as of 11:59 p.m. Eastern Time on the Closing Date.
2.
Units. At the Closing, Seller shall sell, convey, transfer, assign, and deliver (or cause to be delivered) to
Buyer, the Units, and Buyer shall purchase, acquire and accept delivery of the Units from Seller free and clear of all
Encumbrances.
3.
Distribution of Excluded Assets and Excluded Liabilities. At the Closing, immediately prior to the
purchase by Buyer of the Units from Seller pursuant to Section 2.1(b), Seller shall cause the Company Entities to distribute
the Excluded Assets and the Excluded Liabilities from the Company Entities to Seller or an Affiliate of Seller pursuant to
the Distribution Agreement.
ii.Purchase Price; Adjustments
.
1.

Purchase Price

. The aggregate cash consideration to be paid by Buyer to Seller shall be an amount equal to (the “Purchase Price”):
$80,000,000.00, minus each of the following adjustments:
a.

the Closing Indebtedness;

b.

the Transaction Expenses; and

c.

the amount, if any, by which the VNS Restricted Cash as of the Closing Date is less than the Target

VNS Restricted Cash.
2.

Payment of Purchase Price

. At the Closing, Buyer shall pay to Seller, by wire transfer of immediately available funds to the account designated by
Seller at least two (2) Business Days prior to the Closing Date, the Estimated Purchase Price.
3.

Closing Indebtedness

. At the Closing, Buyer shall pay (or cause to be paid), by wire transfer of immediately available funds the Closing
Indebtedness, if any, in accordance with the Pay-off Letters provided by the Company with respect to such Closing Indebtedness
at least two (2) Business Days prior to the Closing Date.
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4.

Transaction Expenses

. At the Closing, Buyer shall pay (or cause to be paid) the Estimated Transaction Expenses by wire transfer of
immediately available funds to such account or accounts specified by the Company not less than two (2) Business Days prior to
the Closing Date.
iii.Purchase Price Adjustment
.
1.

Pre-Closing Adjustment

.
a.
At least two (2) Business Days prior to the anticipated Closing Date, the Company shall prepare
and deliver to Buyer a schedule setting forth (A) a good faith estimate of the Closing Indebtedness (the “Estimated Closing
Indebtedness”), (B) a good faith estimate of the Transaction Expenses (the “Estimated Transaction Expenses”), (C) a good faith
determination of the amount, if any, by which the VNS Restricted Cash will be less than the Target VNS Restricted Cash as of the
Closing Date (the “VNS Restricted Cash Shortfall”); and (D) the amount and calculation of the Purchase Price as set forth in
Section 2.2 (the “Estimated Purchase Price” and together with the Estimated Closing Indebtedness, the Estimated Transaction
Expenses and the VNS Restricted Cash Shortfall, the “Estimated Calculations”). If, for any reason, the Closing Date is
postponed, then the foregoing obligations shall again apply with respect to such postponed Closing Date.
b.
Seller shall provide a reasonable level of supporting documentation relating to the preparation of
the Estimated Calculations and shall provide reasonable access to the personnel of Seller involved in the preparation of the
Estimated Calculations to discuss the Estimated Calculations. Buyer and the Company shall work together in good faith, prior to
the Closing, to resolve any disagreements over any items set forth in the Estimated Calculations, and the items set forth in the
Estimated Calculations shall for all purposes in this Agreement be equal to the amounts initially proposed by the Company
together with any revisions thereto that are mutually agreed upon by Buyer and the Company prior to the Closing.
2.

Post-Closing Adjustment

.
a.
Buyer shall prepare and deliver to Seller, within ninety (90) days following the Closing Date, a
schedule setting forth Buyer’s calculation of (A) the Closing Indebtedness (the “Final Closing Indebtedness”), (B) the
Transaction Expenses (the “Final Transaction Expenses”), (C) the amount and calculation of the Purchase Price based on the
foregoing amounts (the “Final Purchase Price”), and (D) the amount, if any, by which the Final Purchase Price so determined is
greater than or less than the Estimated Purchase Price (such positive or negative amount, as finally determined, the “Post-Closing
Adjustment Amount” and

15

together with the Final Closing Indebtedness, the Final Transaction Expenses and the Final Purchase Price, the “Final
Calculations”).
b.
Buyer shall provide a reasonable level of supporting documentation relating to the preparation of
the Final Calculations and shall provide reasonable access to the personnel of Buyer and the Company Entities involved in the
preparation of the Final Calculations; provided, however, that neither Buyer nor the Company Entities shall be obligated to make
any working papers available to Seller unless and until Seller has signed a customary confidentiality and hold harmless
agreement relating to such access to working papers in form and substance reasonably acceptable to such independent
accountants.
3.

Objection Notice

. On or prior to the forty-fifth (45th) day following Buyer’s delivery of the Final Calculations, Seller may give Buyer a
definitive written notice stating Seller’s objections to the Final Calculations (the “Objection Notice”). Such Objection Notice
shall specify in reasonable detail the amount of any objection and the basis therefor. Any determination set forth in the Final
Calculations that is not objected to in the Objection Notice delivered to Buyer in such 45-day period shall be deemed acceptable
and shall be final and binding upon Buyer and Seller upon delivery of the Objection Notice. If Seller does not give Buyer an
Objection Notice within such 45-day period, then the Final Calculations shall be conclusive and binding upon Buyer and Seller
and the Final Calculations shall constitute the Final Calculations for purposes of Section 2.3(e) below.
4.

Independent Accountant

. Following Buyer’s receipt of the Objection Notice, Seller and Buyer shall attempt to negotiate in good faith to resolve
such dispute. In the event that Seller and Buyer fail to agree on any of Seller’s proposed adjustments set forth in the Objection
Notice within thirty (30) days after Buyer receives the Objection Notice, Seller and Buyer agree that they will jointly retain Ernst
& Young LLP or, if such Person is unable or unwilling to act as the Independent Accountant hereunder, such other nationally
recognized accounting firm that is mutually acceptable to Buyer and Seller and is willing to serve in such capacity hereunder (the
“Independent Accountant”). The Independent Accountant shall, if and when requested to do so by either Buyer or Seller in
writing to the Independent Accountant with concurrent notice to the other party, make the final determination of the Final
Calculations in accordance with the terms of this Agreement. Buyer and Seller each shall provide the Independent Accountant
with their respective determinations of the Final Calculations and such other written submissions, presentations and supporting
material as each of Buyer and Seller deems necessary and appropriate. The Independent Accountant shall make a determination
of the Final Calculations that shall be final and binding on Seller and Buyer and such determination shall be within the range
proposed by Buyer in the Final Calculations and Seller in the Objection Notice. The scope of the disputes to be resolved by the
Independent Accountant shall be limited to whether such calculation was done in accordance with the terms hereof, the
accounting methods and procedures used to prepare the Final Calculations, and whether there were mathematical errors in the
calculation of any of the Final Calculations, and the Independent Accountant shall not make
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any other determination. The Independent Accountant shall make its determination based solely on written submissions,
presentations and supporting material provided by Buyer and Seller and not pursuant to any independent review. The Independent
Accountant shall act as an expert, not an arbitrator. The fees, costs and expenses of the Independent Accountant shall be allocated
between Buyer and Seller based upon the percentage which the portion of the aggregate dollar value of the items not awarded to
Buyer and Seller bears to the amount actually contested to the Independent Accountant by such party. For example, if Seller
claims that the appropriate adjustments are $1,000 greater than the amount determined by Buyer and if the Independent
Accountant ultimately resolves such items by awarding to Seller $300 of the $1,000 contested, then the fees, costs and expenses
of the Independent Accountant will be allocated 30% (i.e., 300 ÷ 1,000) to Buyer and 70% (i.e., 700 ÷ 1,000) to Seller. During
the review by the Independent Accountant, Buyer, Seller and their respective representatives shall make available to the
Independent Accountant interviews with such individuals and such information, books and records and work papers as may be
reasonably required by the Independent Accountant to fulfill its obligations under this Section 2.3(d). The Independent
Accountant’s determination of the Final Calculations shall be treated as compromise and settlement negotiations for purposes of
Rule 408 of the Federal Rules of Evidence and comparable state rules of evidence, and all negotiations, submissions to the
Independent Accountant, and presentations under this Section 2.3(d) shall be treated as confidential information. The
Independent Accountant shall be bound by a mutually agreeable confidentiality agreement. The decision rendered pursuant to
this Section 2.3(d) may be filed as a judgment in any court of competent jurisdiction. Either Buyer or Seller may seek specific
enforcement or take other necessary legal action to enforce any decision under this Section 2.3(d). The other party’s only defense
to such a request for specific enforcement or other legal action shall be fraud by or upon the Independent Accountant. Absent
such fraud, such other party shall reimburse the party seeking enforcement for all of its expenses related to the enforcement of the
Independent Accountant’s determination.
5.

Payment of Post-Closing Adjustment Amount

.
a.
If the Final Purchase Price is less than the Estimated Purchase Price, then Seller shall pay (or cause
to be paid) the Post-Closing Adjustment Amount to Buyer.
b.
If the Final Purchase Price is greater than the Estimated Purchase Price, then Buyer shall pay (or
cause to be paid) the Post-Closing Adjustment Amount to Seller.
c.
All amounts owed pursuant to this Section 2.3(e) by Buyer to Seller, on the one hand, or by Seller
to Buyer, on the other hand, shall be paid by delivery of immediately available funds to an account designated by the recipient
party within five (5) Business Days after the date of final determination. All payments made pursuant to this Section 2.3 shall be
treated by all parties hereto for Tax purposes as adjustments to the Purchase Price.
II.
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REPRESENTATIONS AND WARRANTIES OF THE COMPANY
Except as set forth on the Disclosure Schedule, Seller and the Company hereby represent and warrant to Buyer as of the
date hereof as follows:
i.Organization and Qualification
.
1. Each of the Company Entities is duly organized, validly existing and, to the extent such concept is
recognized, in good standing under the Laws of the jurisdiction of its incorporation or organization and each has the requisite
power and authority to own and lease its assets and to carry on its business as it is being currently conducted. Each of the
Company Entities is duly qualified or licensed to do business, and, to the extent such concept is recognized, in good standing in
each jurisdiction where the character of its assets owned or leased or the nature of its business makes such qualification or
licensure necessary, except for such failures to be so qualified, licensed or in good standing that has not had, or would not
reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect. Each jurisdiction in which any
Company Entity is qualified to do business is listed on Section 3.1(a) of the Disclosure Schedule.
2. The Company has made available to Buyer complete and correct copies of each Company Entity’s
certificate of incorporation or formation, bylaws, operating agreement or any such similar organizational documents, as
applicable, including all amendments thereto (collectively, the “Organizational Documents”).
ii.Power; Authorization; Enforceability
.
1. The Company has the requisite power and authority to enter into this Agreement and the other Transaction
Documents to which it is, or is specified to be, a party, and, subject to the satisfaction or, if permitted, waiver of the conditions
set forth in ARTICLE VII hereof, to perform its respective obligations hereunder and thereunder.
2. The execution and delivery of this Agreement and the other Transaction Documents to which the Company
is, or is specified to be, a party, and the performance by the Company of its obligations hereunder and thereunder have been
duly authorized by all necessary action on the part of the Company and no other action on the part of the Company is necessary
to authorize the execution and delivery of this Agreement and the other Transaction Documents to which it is, or is specified to
be, a party or to perform its obligations hereunder and thereunder.
3. This Agreement has been duly executed and delivered by the Company and (assuming due authorization,
execution and delivery of this Agreement by Buyer) constitutes, and each of the other Transaction Documents to which the
Company is, or is specified to be, a party, when executed and delivered (assuming in each case due authorization,
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execution and delivery by each of the other parties thereto) will constitute, a legal, valid and binding agreement of the
Company enforceable against the Company in accordance with its terms, except as such enforcement may be limited by
bankruptcy, insolvency, reorganization, moratorium or other similar laws now or hereafter in effect relating to or affecting the
rights and remedies of creditors generally and subject to general principles of equity (whether considered in a proceeding at law
or in equity).
iii.No Violations; Governmental Authorizations
.
1. The execution and delivery of this Agreement by the Company does not, and the execution and delivery by
the Company of the other Transaction Documents to which it is, or is specified to be, a party, will not, and the consummation of
the transactions contemplated by this Agreement and the other Transaction Documents to which the Company is, or is specified
to be, a party, and compliance with the provisions of this Agreement and the other Transaction Documents to which the
Company is, or is specified to be, a party, will not result in (i) any conflict, violation or breach of or default (with or without
notice or lapse of time, or both) under the Company’s Organizational Documents, (ii) any conflict, violation or breach of or
default, or give rise to any right of termination, modification, acceleration or cancellation of any obligation, or the creation of
any Encumbrance, under any term or provision of any Material Contract except as set forth in Section 3.3(a) of the Disclosure
Schedule, and (iii) assuming compliance with the matters referred to in Section 3.3(b) below, contravene, conflict with, or result
in a violation of any of the terms or requirements of, or give any Governmental Entity the right to revoke, withdraw, suspend,
cancel, terminate or modify, any Governmental Authorization that is held by any Company Entity.
2. Section 3.3(b) of the Disclosure Schedule sets forth each Governmental Authorization that is required to be
obtained or made by or with respect to any Company Entity in connection with the execution and delivery of this Agreement by
such Company Entity or the performance by such Company Entity of its obligations hereunder.
iv.Capital Structure
.
1. Section 3.4(a)(i) of the Disclosure Schedule sets forth the authorized equity of each Company Entity. All of
the outstanding equity of each Company Entity (i) is fully paid and nonassessable, has been duly authorized and validly issued,
and (ii) has not been issued in violation of any preemptive rights, rights of first refusal or similar rights of any Person, or in
violation of such Company Entity’s Organizational Documents. The beneficial and record ownership of the issued and
outstanding equity of each Company Entity (other than the Company) is set forth in Section 3.4(a)(ii) of the Disclosure
Schedule.
2. Except as set forth in Section 3.4(b) of the Disclosure Schedule, no Company Entity has any other
authorized, issued or outstanding: (i) capital stock, equity
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securities or securities containing any equity features, (ii) agreements, options, warrants, calls or other arrangements or rights to
purchase any equity interests of any Company Entity, (iii) securities convertible into or exchangeable for any equity interests of
any Company Entity, (iv) phantom equity rights, equity stock appreciation rights, restricted unit or interest awards, or other unit
or equity based awards or rights relating to or valued by reference to the equity of any Company Entity, (v) other commitments
of any kind for the issuance of additional equity interests or options, warrants or other securities of any Company Entity,
(vi) outstanding contractual obligations of any Company Entity to repurchase, redeem or otherwise acquire any shares or other
equity interests in any Company Entity, to make any payments based on the market price or value of shares or other equity
interests of any Company Entity or to provide funds to make any investment in any other entity, or (vii) other equity securities
or securities containing any equity features of any Company Entity.
3. Except as set forth in Section 3.4(c) of the Disclosure Schedule, no Company Entity has declared or paid
any dividends on, or made any other distributions with respect to, any equity interests of such entity since September 19, 2017,
or, to the Knowledge of the Company, since January 1, 2017.
4. Except as set forth in Section 3.4(d) of the Disclosure Schedule, there are no registration rights agreements,
equityholder agreements, voting trusts or other agreements to which any Company Entity or Seller is a party or by which it or
any of them is bound relating to the voting, disposition, purchase or issuance of any equity of any Company Entity.
5. No Company Entity has registered shares or any other equity interests under the Securities Act of 1933, as
amended, and the rules and regulations promulgated thereunder, or the Securities Exchange Act of 1934, as amended, and the
rules and regulations promulgated thereunder (collectively, the “Exchange Act”) or has registered itself under the Exchange
Act.
v.Company Subsidiaries
. Except as set forth in Section 3.5 of the Disclosure Schedule, no Company Entity owns, directly or indirectly, any shares
of capital stock or other equity rights, or securities or interests convertible into or exchangeable for capital stock or equity rights,
in any other entity.
vi.Business Information
.
1. Seller has delivered to Buyer the following information for the fiscal years 2018 and 2019 and the three
(3) months ended March 31, 2020 (collectively, the “Business Information”), which is attached as Section 3.6(a)(i) of the
Disclosure Schedule: (i) the revenue of current customers who are not Affiliates of Seller, (ii) the cost of goods sold to
current customers who are Affiliates of Seller; (iii) the cost of goods sold to current customers who are not Affiliates of
Seller; and (iv) the following operating metrics of current customers who are Affiliates of Seller: (1) total number of all
non-canceled, attested
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trips; (2) total mileage of all non-canceled, attested trips; (3) total membership and (4) total member months. The Business
Information described in subsections (i) and (iii) above was prepared in accordance with GAAP except as set forth in
Section 3.6(a)(ii) of the Disclosure Schedule, and the Business Information is correct and complete in accordance with the
Company’s books and records.
2. The Business Information was derived from the books and records of the Company Entities. The
Company Entities have made and kept their true, correct and complete books and records and accounts, which accurately
and fairly reflect, in reasonable detail, the activities of the Company Entities in all material respects.
3. The Business Information was prepared in accordance with the accounting procedures of Parent.
Parent maintains disclosure controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act.
vii.Excluded Liabilities
.
1. To the Knowledge of the Company, the Excluded Liabilities include all of the material Liabilities of the
Company Entities other than the Liabilities related to the Material Contracts.
2. Section 3.7(b) of the Disclosure Schedule lists the ongoing obligations of the Company under the
Excluded Liability listed on Schedule 1.1(b)(m) of the Disclosure Schedule.
viii.Absence of Certain Changes
. Except for the matters contemplated by this Agreement, since December 31, 2019 (a) each Company Entity has
conducted its business in the ordinary course consistent with past practice in all material respects and (b) a Material Adverse
Effect has not occurred.
ix.Legal Proceedings
. Except as set forth in Section 3.9 of the Disclosure Schedule, there are no and since September 19, 2017, and to the
Knowledge of the Company, during the three (3) years prior hereto, there have not been any Actions: (a) brought by or against
any Company Entity or that are pending, or, to the Knowledge of the Company, threatened against any Company Entity, or (b)
challenging the validity or enforceability of this Agreement and the other Transaction Documents. None of the Company Entities
are subject to any judgments, decrees, injunctions, required undertakings, corrective action plans or orders of any Governmental
Entity. Except as set forth in Section 3.9 of the Disclosure Schedule, since September 19, 2017 and to the Knowledge of the
Company, during the three (3) years prior hereto, there have not been any orders rendered against, or any settlements effected by,
any Company Entity in connection with any Actions brought by or against any Company Entity.
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x.Compliance with Laws
.
1. Each Company Entity is, and since September 19, 2017, and, to the Knowledge of the Company, since
January 1, 2017, has been, in compliance in all material respects with all Laws applicable to the operation of the Business
or the ownership or use of any of their assets. Except as set forth in Section 3.10(b) of the Disclosure Schedule, no
Company Entity has received, since September 19, 2017, and, to the Knowledge of the Company, since January 1, 2017, any
written notice from any Governmental Entity or other Person regarding any actual, alleged or potential violation of or
failure to comply with any Law.
2. Section 3.10(b) of the Disclosure Schedule contains a true and complete list of each material Governmental
Authorization that is held by any Company Entity. Each such Governmental Authorization is valid and in full force and effect.
Each Company Entity is, and since September 19, 2017, and, to the Knowledge of the Company, since January 1, 2017, has
been, in compliance in all material respects with each such Governmental Authorization. No Company Entity has received, at
any time since September 19, 2017, and, to the Knowledge of the Company, since January 1, 2017, any written notice from any
Governmental Entity or other Person regarding (i) any actual, alleged or potential violation of or failure to comply with any
term or requirement of any such Governmental Authorization, or (ii) any actual, proposed, or potential revocation, suspension,
cancellation or termination of, or modification to, any such Governmental Authorization. The Governmental Authorizations
listed in Section 3.10(b) of the Disclosure Schedule collectively constitute the Governmental Authorizations necessary to
permit the Company Entities to lawfully conduct and operate the Business in the manner it is currently conducted in all material
respects.
3. Neither the Company Entities nor, to the Knowledge of the Company, any director, officer, manager,
employee or agent of any Company Entity, has directly or indirectly (i) offered, authorized, promised, made or agreed to make
gifts of money, other property or similar benefits or contributions to any actual or potential customer, Payor, vendor,
governmental employee or other Person in a position to assist or hinder a Company Entity in connection with any actual or
proposed transaction or to any political party, political party official or candidate for federal, state or local public office in
violation of any Law or (ii) maintained any unrecorded fund or asset of any Company Entity for any improper purpose or made
any false entries on its books and records for any reason.
xi.Compliance with Healthcare Laws
.
1. The Company Entities are, and since September 19, 2017 and, to the Knowledge of the Company, since
January 1, 2017, have been, in material compliance with all applicable Healthcare Laws. None of the Company Entities nor,
to the Knowledge of the Company, any of their officers, directors or employees, have since September 19, 2017 and,
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to the Knowledge of the Company, since January 1, 2017, been, party to a corporate integrity agreement or deferred
prosecution agreement with any Governmental Entity and do not have any reporting obligations pursuant to any settlement
agreement entered into with any Governmental Entity. None of the Company Entities, nor, to the Knowledge of the
Company, any of their officers, directors, or owners, are or have been since September 19, 2017 and, to the Knowledge of
the Company, since January 1, 2017, a defendant in any qui tam/False Claims Act litigation, or served with or received any
search warrant, subpoena, civil investigative demand or contact letter by or from any Governmental Entity. None of the
Company Entities have since September 19, 2017 and, to the Knowledge of the Company, since January 1, 2017, made a
voluntary disclosure to any Governmental Entity under any Healthcare Law, whether pursuant to a self-disclosure protocol
or otherwise, and none of the Company Entities are in the process of considering whether any such voluntary disclosure is
required to or should be made.
2. None of the Company Entities nor any of their respective owners, members, directors, officers,
employees or, to the Knowledge of the Company, agents are or have been since September 19, 2017 and, to the Knowledge of
the Company, since January 1, 2017: (i) excluded, precluded, suspended or debarred from participating in any Government
Reimbursement Program or by any Governmental Entity; (ii) charged with, subject to sanction, disciplinary action or
convicted for a crime in connection with any Government Reimbursement Program or violation of any Healthcare Law or
the subject of any Final Adverse Action (as defined in 42 C.F.R. §424.502), or (iii) received written notice that it is
being investigated by any Government Reimbursement Program or Governmental Entity relating to any violation of any
Healthcare Law. Furthermore, to the Knowledge of the Company, none of the actions described in the foregoing clauses
(i) through (iii) has been threatened in writing. Since September 19, 2017, the Company Entities have screened, on at least
an annual basis, all of their respective owners, members, officers, and employees against the Department of Health and
Human Services Office of the Inspector General (the “OIG”) List of Excluded Individuals/Entities and the System for
Award Management’s excluded parties data (see http://exclusions.oig.hhs.gov/ and http://sam.gov).
3. All employees and, to the Knowledge of the Company, all independent contractors of the Company
Entities who are required by applicable Healthcare Laws to have a license or certification in order to provide services to or
on behalf of, the applicable Company Entity (each, a “Healthcare Professional”) are, and at all times during which such
Healthcare Professionals have provided any health care services to or on behalf of the Company Entity have been, duly
licensed and certified in each applicable jurisdiction as required by applicable Healthcare Law. To the Knowledge of the
Company, each Healthcare Professional currently providing services for any Company Entity is in good standing with the
applicable licensing board.
4. None of the Company Entities nor, to the Knowledge of the Company, any of their respective owners,
members, directors, officers, employees, or agents, have since September 19, 2017 and, to the Knowledge of the Company,
since January 1, 2017, paid, solicited, received, or accepted remuneration (i.e., anything of value) in exchange for, or as
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an inducement to encourage, referrals for health care items or services on behalf of any of the Company Entities. None of
the Company Entities, nor to the Knowledge of the Company, any of respective owners, members, directors, officers,
employees or agents had since September 19, 2017 and, to the Knowledge of the Company, since January 1, 2017, have had
any direct or indirect financial relationships with any healthcare facility or provider that does not comply with any
applicable federal or state fraud and abuse Laws.
5. Each Company Entity is, and since September 19, 2017 has been continuously, eligible to receive
payment without restriction under the Government Reimbursement Programs and in material compliance with the
conditions of participation for all Government Reimbursement Programs in which it participates. Since September 19, 2017
and, to the Knowledge of the Company, since January 1, 2017, each Company Entity’s billing practices have been in
compliance with all applicable Healthcare Laws and requirements of all Payors billed by any Company Entity, and the
Company Entities have not billed or received any payment or reimbursement in excess of amounts allowed by such
Healthcare Laws or Payor requirements. Since September 19, 2017 and, to the Knowledge of the Company, since January 1,
2017, none of the Company Entities have relating solely to the operation of the Business: (1) knowingly and willfully made
or caused to be made a false statement or representation of a fact in any application for any benefit or payment directly
payable by a Government Reimbursement Program; (2) knowingly and willfully made or caused to be made any false
statement or representation of a fact for use in determining rights to any benefit or payment directly payable by a
Government Reimbursement Program; (3) failed to disclose knowledge by a claimant of the occurrence of any event
affecting the initial or continued right to any benefit or payment on its own behalf or on behalf of another, with intent to
fraudulently secure such benefit or payment directly payable by a Government Reimbursement Program. The Company
Entities have implemented compliance programs reasonably designed to cause the Company Entities to be in compliance in
all material respects with applicable Healthcare Laws.
xii.Privacy
.
1. Each Covered Entity and Business Associate (each as defined in HIPAA) owned by any Company
Entity, including but not limited to any group health plan sponsored by any Company Entity, is in and, since September 19,
2017, and, to the Knowledge of the Company, since January 1, 2017, has been in compliance in all material respects with,
the applicable requirements of Privacy Laws. The Company Entities are, and since September 19, 2017, and, to the
Knowledge of the Company, since January 1, 2017, have been, in material compliance with (i) all Contracts in effect
between any Company Entity and any Covered Entity or Business Associate that apply to or restrict the use, disclosure or
security of Personal Information by such Company Entity (collectively, the “Privacy Agreements”); and (ii) the terms of any
consents, authorizations, waiver of authorization or other permission pursuant to which the Company Entities access, use,
disclose, or have accessed, used or disclosed, Personal Information (collectively, “Privacy
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Consents”). The Company Entities have in place, and the Company Entities comply and since September 19, 2017, and, to
the Knowledge of the Company, since January 1, 2017, have complied in all material respects with, written policies to
protect the security and privacy of Personal Information. The Company Entities have made available to Buyer copies of all
privacy and security policies and notices governing any Company Entity’s use or disclosure of Personal Information. The
Company Entities have the right pursuant to the Privacy Agreements, the Privacy Consents and their privacy and security
policies to use and disclose Personal Information for the purpose such information is and has been used and disclosed by
the Company Entities. Neither the execution, delivery or performance of this Agreement, nor the consummation of any of
the transactions contemplated by this Agreement, including any direct or indirect transfer of Personal Information resulting
from such transactions, will materially violate any Company Entity policies, any Privacy Agreements or any Privacy
Consents as such currently exist or as existed at any time during which any of such Personal Information or customer
information was collected or obtained.
2. The Company Entities have, and since September 19, 2017, and, to the Knowledge of the Company,
since January 1, 2017, have maintained, commercially reasonable physical, technical, organizational and administrative
security safeguards to protect all Personal Information collected by the Company Entities or on their behalf from and
against unauthorized access, use and/or disclosure and that comply with all Privacy Agreements, all Privacy Consents and
applicable Privacy Laws in every jurisdiction where the Company Entities operate. Since September 19, 2017, and, to the
Knowledge of the Company, since January 1, 2017, no Person has withdrawn his or her consent to any use or processing of
his or her Personal Information or requested erasure of their Personal Information by the Company Entities where the
Company Entities have not complied with such request.
3. Since September 19, 2017, and, to the Knowledge of the Company, since January 1, 2017, none of the
Company Entities have received any complaint from any Person regarding any Company Entity’s or any of its respective
agents, employees or contractors’ uses or disclosures of, or security practices or security incidents regarding, Personal
Information. Since September 19, 2017, and, to the Knowledge of the Company, since January 1, 2017, there have not been
any material non-permitted uses or disclosures, any material security incidents or any breaches involving Personal
Information held or collected by or on behalf of any Company Entity. No Company Entity is subject to any pending Action
or, to the Knowledge of the Company, is any Action threatened against any Company Entity (and to the Knowledge of the
Company, no such Action is likely to be asserted against any Company Entity) by any Person alleging (i) a violation of any
Company policies, Privacy Consents or any Privacy Agreements; (ii) a violation of any Person’s privacy, personal or
confidentiality rights under any Privacy Laws, or (iii) the material failure of any Company Entity with respect to any
security audit. No Company Entity has notified, either voluntarily or as required by any Privacy Law, any affected
individual, any customer, any Governmental Entity, or the media of any breach or non-permitted use or disclosure of
Personal Information, and no Company Entity is currently planning to conduct any such notification or investigating
whether any such notification is required.
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xiii.Employee Benefit Plans.

1. No Employee Plan that is (i) a “multiemployer plan,” as such term is defined in Section 3(37) of ERISA,
(ii) a plan that is subject to Title IV of ERISA, Section 302 or Section 303 of ERISA or Section 412 or Section 436 of the
Code, (iii) a multiple employer plan as defined in Section 413(c) of the Code, or (iv) a “multiple employer welfare
arrangement” as such term is defined in Section 3(40) of ERISA, would have any Liability to the Company or Buyer.
2. There are no Employee Plans which promise or provide health, life or other welfare benefits to current
or former Company Employees following termination of employment or other service (including retirement), or which
provide severance benefits to such Company Employees, except as otherwise required by Section 4980B of the Code or
comparable state statute which provides for continuing health care coverage, that would have any Liability to the Company
or Buyer.
xiv.Labor
.
1. The Company Entities are in compliance, in all material respects, with all Laws relating to the
employment of labor, including, but not limited to, provisions thereof relating to wages, hours, equal opportunity, work
authorization (including applicable I-9 requirements), collective bargaining, the payment of social security and other Taxes,
pay equity, discrimination, harassment, retaliation, worker classification (including the proper classification of employees as
exempt or non-exempt and workers as independent contractors), wage payment, overtime compensation, child labor, hiring,
promotion and termination of employees, reductions in force, pay in lieu of notice, working conditions, meal and break
periods, privacy, occupational safety and health, employee record keeping, fair employment practices, workers’
compensation, plant closings, disability rights or benefits, reasonable accommodations, labor relations, unfair labor
practices, employee leave issues, unemployment insurance, or any other labor and employment-related matter.
2. As of the Closing Date, there are no employment, consulting, severance, retention, termination or
change-of-control Contracts between any Company Entity and any Company Employee or independent contractor.
3. Each Company Entity has paid or made provision for payment of all salaries and wages and any other
form of compensation, which are payable by such Company Entity to any Company Employees and independent
contractors, accrued through the Closing Date. The Company Entities are not liable for any arrears of wages or any Taxes
or penalties for failure to comply with the foregoing.
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4. Since September 19, 2017, and, to the Knowledge of the Company, since January 1, 2017, there have been
no Actions pending, or, to the Knowledge of the Company, threatened against any Company Entity, regarding any labor and
employment-related matters (including without limitation, any administrative charges, complaints, wage and hour claims,
unemployment compensation claims, workers’ compensation claims or employment-related multi-claimant or class action
claims) or any other claims arising from or relating to the employment of any of the employees of any Company Entity or
relationship of any Company Entity with any independent contractor. The Company is not party to or otherwise bound by any
consent decree with or citation from any Governmental Entity relating to employees or employment practices.
5. No Company Entity is a party to any labor, union or collective bargaining agreement or other similar
agreement, and no union or labor organization has been certified or recognized as the representative of any of the Company
Employees, or to the Knowledge of the Company, is seeking such certification or recognition or is attempting to organize any
of such Company Employees. To the Knowledge of the Company, no petition has been filed nor has any proceeding been
instituted by any Company Employee or group of Company Employees with the National Labor Relations Board or similar
Governmental Entity seeking recognition of a collective bargaining agreement. There are no Persons attempting to represent or
organize or purporting to represent for bargaining purposes any of the Company Employees. Since September 19, 2017, and, to
the Knowledge of the Company, since January 1, 2017, there has not occurred or, to the Knowledge of the Company, been
threatened any labor disputes, strikes, slowdowns, picketing, work stoppages or concerted refusals to work or other similar
labor activities with respect to Company Employees.
6. Since September 19, 2017, and, to the Knowledge of the Company, since January 1, 2017, no Company
Entity has effectuated: (i) a “plant closing” (as defined in the WARN Act, or any similar Law) affecting any site of
employment or one or more facilities or operating units within any site of employment or facility of any Company Entity; or
(ii) a “mass layoff” (as defined in the WARN Act, or any similar Law) affecting any site of employment or facility of any
Company Entity. The Company has not taken any actions concerning the Company Employees prior to the date hereof that
would require the service of notice under the WARN Act.
xv.Taxes
. Except as set forth in Section 3.15 of the Disclosure Schedule:
1. Each of the Company Entities (i) timely filed (or has had timely filed on its behalf) with appropriate taxing
authorities all Tax Returns required to be filed by it, and such Tax Returns are correct, complete and accurate in all material
respects; (ii) timely and properly paid all Taxes due and payable by the Company Entities, whether or not shown on such Tax
Returns; and (iii) timely and properly withheld and paid all Taxes required to have been withheld and paid in connection with
any amounts paid or owing to any employee of the Company Entities, independent contractor, creditor, member or other third
party.
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2. There are no Encumbrances (other than Permitted Encumbrances) for Taxes upon any assets of the
Company Entities. Since September 19, 2017 and, to the Knowledge of the Company, since January 1, 2017, no Company
Entity has commenced a voluntary disclosure proceeding in any state, local or foreign jurisdiction that has not been fully
resolved or settled. Since September 19, 2017 and, to the Knowledge of the Company, since January 1, 2015, no Company
Entity has entered into a “closing agreement” within the meaning of Section 7121 of the Code (or similar agreement under any
corresponding provision of state, local or foreign Law) that would be in effect and binding on any of the Company Entities after
the Closing.
3. No deficiency for any Taxes has been proposed, asserted or assessed against the Company Entities that has
not been resolved and paid in full. No waiver, extension or comparable consent given by the Company Entities regarding the
application of the statute of limitations with respect to any Taxes or Tax Returns is outstanding. There is no pending Tax audit,
investigation or examination or other administrative proceeding or court proceeding with regard to any Taxes or Tax Returns of
any of the Company Entities, nor has there been any written notice to any of the Company Entities by any taxing authority
regarding any such audit, investigation, examination or proceeding.
4. Since September 19, 2017 and, to the Knowledge of the Company, since January 1, 2015, written claim has
been made by a taxing authority in a jurisdiction where a Company Entity does not file Tax Returns that such Company Entity
is or may be subject to taxation by that jurisdiction.
5. None of the Company Entities has participated in any listed transaction as defined under Section 6707A(c)
of the Code or Treasury Regulations Section 1.6011-4(b).
6. None of the Company Entities (i) is or has ever been a member of an affiliated group of corporations
within the meaning of Section 1504 of the Code or a member of any consolidated, affiliated, unitary, combined or other similar
group under any provision of state, local or foreign law, (ii) has liability for the Taxes of any Person under Treasury Regulations
Section 1.1502-6 (or any similar provision of state, local or foreign law), as a transferee or successor, by Contract, or otherwise,
or (iii) is party to or bound by any Tax indemnity, Tax sharing, Tax allocation or similar agreement other than any such
agreement entered into in the ordinary course of business the primary purpose of which does not relate to Taxes.
7. None of the Company Entities is required to include any amount in taxable income, exclude any item of
deduction or loss from taxable income, or make any adjustment under Section 481(a) of the Code (or any similar provision of
state, local or foreign income Tax laws), for any taxable period (or portion thereof) ending after the Closing Date as a result of
any (i) installment sale or open transaction disposition made on or prior to the Closing Date, (ii) prepaid amount received on or
prior to the Closing Date, (iii) change in method of accounting or use of an improper method of accounting for a taxable period
ending on or prior to the Closing Date, (iv) “closing agreement” as described in Section 7121 of the Code (or any similar
provision of state, local or foreign income Tax laws) executed on or prior to the Closing
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Date, or (v) election under Section 108(i) of the Code. No Company Entity has any “long-term contracts” that are subject to a
method of accounting provided for in Section 460 of the Code.
8. Since September 19, 2017 and, to the Knowledge of the Company, since January 1, 2017, each of the
Company Entities has been properly treated for federal income tax purposes and all applicable state and local income tax
purposes as an entity disregarded as an entity separate from its owner within the meaning of Treasury Regulations Section
301.7701-3(b)(1)(ii).
9. Each of the Company Entities has properly collected and remitted all sales, use, value added and similar
Taxes with respect to any sales or provision of services to its customers and any leases. With respect to sales, provisions of
services and leases that were exempt from sales, use, value added and similar Taxes and that were made without charging or
remitting sales, use, value added or similar Taxes, each of the Company Entities has complied in all material respects with
applicable Laws regarding the receipt and retention of any appropriate Tax exemption certificates and other documentation
qualifying such sales, leases or provision of services as exempt.
10. None of the Company Entities owns an interest in an entity or is a party to any joint venture or
arrangement, in each case, that is classified as a partnership for U.S. federal income Tax purposes.
11. None of the Company Entities has elected to defer any Taxes, including the employer-portion of any
payroll Tax for which any Company Entity will have future Tax liability under the Coronavirus Aid, Relief, and Economic
Security Act.
12. Since September 19, 2017 and, to the Knowledge of the Company, since January 1, 2017, none of the
Company Entities has requested or received any ruling with respect to Taxes from any Governmental Entity. Since September
19, 2017, and, to the Knowledge of the Company, since January 1, 2017, none of the Company Entities has a request for
administrative relief, a request for technical advice, a request for a change of any method of accounting or any other request
pending with any Governmental Entity that relates to the Taxes or Tax Returns of the Company Entities.
13. None of the Company Entities has or has had since September 19, 2017 and, to the Knowledge of the
Company, since January 1, 2017, a permanent establishment in any country other than the United States, or has engaged in a
trade or business in any country other than the United States.
14. The Company Entities have complied in all material respects with applicable Laws regarding escheatment
and the reporting of unclaimed property to the appropriate Governmental Entities.
15. Section 3.15(o) of the Disclosure Schedule lists all federal, state, local and foreign Tax Returns filed by, or
on behalf of, each Company Entity (but excluding, for the sake
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of clarity, any Tax Returns required to be filed by Seller or any of its Affiliates, other than the Company Entities) for taxable
periods beginning on or after January 1, 2018.
xvi.Material Contracts
.
1. Section 3.16(a) of the Disclosure Schedule lists each of the following Contracts to which a Company
Entity is a party as of the effective time of the Closing or for which a Company Entity has ongoing obligations (collectively, the
“Material Contracts”):
a.
any Contract with any insurance company, health maintenance organization, accountable care
organization and/or other private or governmental third-party payor to which any Company Entity is a party;
b.
any Contract containing any covenant or provision in effect prohibiting, restricting or limiting any
Company Entity from engaging in any line of business or competing with any Person in any geographic area or during any period
of time;
c.
any Contract relating to Intellectual Property that any Company Entity reasonably anticipates will
result in $100,000 or more of payments in 2020 or for Intellectual Property valued at more than $100,000;
d.
any note, debenture, guarantee, mortgage, loan agreement or indenture or other agreement relating
to Indebtedness with a principal amount in excess of $100,000;
e.

any joint venture or partnership agreement that is in effect or under which any Company Entity has

ongoing obligations;
f.
any Contract in effect that contains a covenant granting to any Person other than the Company
Entities a put right, right of first refusal, right of first offer, “most favored nation” or similar preferential treatment that is material
to any Company Entity;
g.
any Contract involving any resolution or settlement of any actual or threatened Action involving
any Company Entity (other than such Contracts for which confidentiality obligations are the only ongoing obligation of the
Company Entity);
h.

any Contract with any Governmental Entity;

i.
any Contracts or purchase orders for capital expenditures or the acquisition or construction of fixed
assets requiring the payment following the date of this Agreement by any Company Entity, of an amount in excess of $100,000;
j.
any Contracts entered into by any Company Entity on or after September 20, 2017 or, if earlier and
to the Knowledge of the Company, under which any Company Entity has ongoing obligations, in either case relating to any
acquisition or disposition
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by any Company Entity to or from any other Person, directly or indirectly (by merger, consolidation, business combination or
otherwise), of any assets, rights or properties, entered into by any Company Entity;
k.
any corporate integrity agreements, non or deferred prosecution agreement, corrective action plan,
or other settlement or similar agreements with any Governmental Entity under which any Company Entity has ongoing
obligations;
l.
any Contract having a value per contract, or involving payments by or to any Company Entity, of at
least (x) $100,000 during any twelve-month period, or (y) $250,000 in the aggregate;
m.

any collective bargaining agreement or contract with any labor union;

n.

any Contract with a Material Customer;

o.

any Contract with a Material Supplier; and

p.

any written commitment to enter into a Material Contract.

2. The Company has made available to Buyer a correct and complete copy of each Material Contract. Each
Material Contract is in full force and effect, is binding and enforceable in accordance with its terms and is not subject to any
claims, charges, set-offs or defenses, except as may be limited by bankruptcy, insolvency, reorganization, moratorium or other
similar laws now or hereafter in effect relating to or affecting the enforcement of creditors’ rights in general and subject to
general principles of equity. Except as set forth in Section 3.16(b) of the Disclosure Schedule, no Company Entity is in material
breach or default, nor, to the Knowledge of the Company, is any other party to any Material Contract in material breach or
default under such Contract. Since January 1, 2020, no Company Entity has received or given written notice from any
counterparties in connection with any Material Contract of (i) any material breach or default under any Material Contract, or
(ii) any claim for damages or indemnification.
3. There are no renegotiations or, to the Knowledge of the Company, outstanding rights to negotiate, any
amount to be paid or payable to or by any Company Entity under any Material Contract other than with respect to nonmaterial amounts in the ordinary course of business, and no Person has made a written demand for such negotiations. No
Company Entity has released or waived any of its rights under any Material Contract.
xvii.Intellectual Property
.
1. Since September 19, 2017, and, to the Knowledge of the Company, since January 1, 2017: (i) the
Company Entities have owned or had sufficient rights to use all
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Intellectual Property used in connection with the operation of the Business, (ii) neither the conduct of the Business nor the
Company Intellectual Property (or use of it) has infringed upon, misappropriated, violated or engaged in unfair competition
with, or is infringing, misappropriating, violating or engaging in any unfair competition with, any Intellectual Property
rights of any Person, and (iii) there has been no Action pending, asserted, or threatened in writing against any Company
Entity alleging any infringement, misappropriation, violation or unfair competition or otherwise concerning the ownership,
validity, registerability, enforceability, violation or use of, or licensed right to use, any Company Intellectual Property in any
material respect.
2. Since September 19, 2017, and, to the Knowledge of the Company, since January 1, 2017, the Company
Entities have maintained, continue to maintain, and caused their vendors to maintain, safeguards, security measures and
procedures against the unauthorized access, disclosure, destruction, loss, or alteration of Personal Information and
customer data or information (including any personal or device-specific information) in its possession or control.
3. The Company is the sole owner of all right, title, and interest in the Marks (including all of the goodwill
associated therewith) and the sole owner of all right, tile, and interest in and registrant of the Domain Names, in each case
free and clear of all Encumbrances other than Permitted Encumbrances. The registrations for the Domain Names have not
expired and have not been cancelled or abandoned.
xviii.Real Property
.
1. No Company Entity owns any real property. As of the Closing Date, No Company Entity is a party to
any other oral or written agreement conveying any interest in real property, including, without limitation, leases, subleases
and licenses.
2. There is no pending, nor, to the Knowledge of the Company, threatened in writing, (i) condemnation or
eminent domain proceeding against any part of any lease, sublease, license, use and occupancy or other similar
arrangement pursuant to which any Company Entity or any of its Affiliates has agreed to make rental payments or has any
other obligations (collectively, the “Leases”) by any Governmental Entity; (ii) special assessment against the Leases; or
(iii) action against any Company Entity for breach of any restrictive covenant affecting any of the Leases.
3.

No Company Entity has an interest in, or any right or obligation to acquire any interest in, any other

real property.
xix.Environmental Matters
.
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1. Each Company Entity is and at all times since September 19, 2017, and, to the Knowledge of the
Company, during the six (6) years prior hereto, has been in compliance, in all material respects, with each, and not in violation
of any, applicable Environmental Law, including having and complying with all licenses, permits and approvals required for
each Company Entity’s operations under Environmental Law. Except as set forth in Section 3.19(a)(i) of the Disclosure
Schedule, no Company Entity has received written notice or has knowledge of any verbal notice, from any person (i) alleging
liability under, a violation of or non-compliance with any Environmental Law or (ii) relating to the presence or alleged presence
of or exposure to Hazardous Materials in, under or upon the real property subject to a Lease.
2. There has been no Release or threatened Release of Hazardous Materials in a material or reportable
quantity on, in, at, under, to or from any real property subject to a Lease, in violation of any Environmental Law. No Company
Entity has any liability under any Leases for any environmental conditions or Hazardous Materials at any real property subject
to a Lease, or any former real properties at which any Company Entity was located. No asbestos, polychlorinated biphenyls,
lead-based paint, toxic mold, or underground storage tanks are present at, in, on or under any the real property subject to a
Lease, and no Company Entity uses or has used Hazardous Materials at the real property subject to any Lease.
3. No Company Entity has any material liability under any Environmental Law or relating to Hazardous
Materials nor is any Company Entity responsible for any material liability of any other Person under any Environmental Law or
relating to Hazardous Materials.
xx.Material Customers and Material Suppliers
.
1. Section 3.20(a) of the Disclosure Schedule sets forth a true and complete list of each of the top ten (10)
customers of the Company Entities other than Seller or any of its Affiliates (in dollars of sales to such customers) (the
“Material Customers”), for the fiscal year ended December 31, 2019, and the amount of sales to each Material Customer
during such fiscal year.
2. Section 3.20(b) of the Disclosure Schedule sets forth a true and complete list of each of the suppliers of
the Company Entities (in dollars of purchases from such suppliers), other than other than Seller or any of its Affiliates or
suppliers party to Contracts that are Excluded Assets (the “Material Suppliers”), for the fiscal year ended December 31,
2019, and the amount of purchases from each Material Supplier during such fiscal year.
3. Since January 1, 2020, no Material Customer: (i) has provided any Company Entity any written notice
or communication terminating, suspending, or reducing in any material respect, or specifying an intention to terminate,
suspend or reduce in any material respect in the future, or otherwise reflecting a material adverse change in, the business
relationship between such Material Customer and such Company Entity, or (ii) has cancelled or otherwise terminated any
Contract with any Company Entity.
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xxi.Transactions with Affiliates
. Except as set forth in Section 3.21 of the Disclosure Schedule, there are no Contracts providing for the provision of
goods or services between any of the Company Entities, on the one hand, and any employee, officer, director or stockholder of
the Company Entities (or any of its or their employees, officers, directors, stockholders, or members), or any member of any such
Person’s immediate family, on the other hand (other than, in the case of any employee of a Company Entity, any employment
Contract).
xxii.Intercompany Accounts
. All intercompany accounts, intercompany agreements and other intercompany Liabilities between Seller or its Affiliates,
on the one hand, and the Company Entities, on the other hand, have been settled or otherwise eliminated without any further
liability to the Company Entities.
xxiii.Directors and Officer’s Insurance
. Seller holds insurance policies that provide (i) directors’ and officers’ liability, (ii) fiduciary liability, and (iii)
employment practices liability. Seller shall maintain such insurance coverage for a period of six (6) years after the Closing Date,
with at least the same coverage as currently maintained by Seller. The insurance coverage shall apply in each case, with respect to
matters existing or occurring on or prior to the Closing Date (including in connection with this Agreement or the transactions
contemplated hereby).
xxiv.Finders’ or Advisors’ Fees
. No Company Entity nor any of its managers (or Persons in similar positions), officers, employees or agents has
employed any broker or finder or incurred any liability for any investment banking fees, brokerage fees, commissions or finders’
fees in connection with the transactions contemplated by this Agreement.
xxv.No Other Representations
. EXCEPT AS OTHERWISE EXPRESSLY SET FORTH IN ARTICLE III (AS MODIFIED BY THE DISCLOSURE
SCHEDULE) OR ARTICLE IV, THE COMPANY AND SELLER EXPRESSLY DISCLAIM ANY REPRESENTATIONS OR
WARRANTIES OF ANY KIND OR NATURE, EXPRESS OR IMPLIED, AS TO THE CONDITION, VALUE OR QUALITY
OF THE COMPANY OR THE COMPANY’S ASSETS, AND THE COMPANY AND SELLER SPECIFICALLY DISCLAIM
ANY REPRESENTATION OR WARRANTY OF MERCHANTABILITY, USAGE, SUITABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE WITH RESPECT TO THE COMPANY’S ASSETS, OR AS TO THE WORKMANSHIP THEREOF,
OR THE ABSENCE OF ANY DEFECTS THEREIN, WHETHER LATENT OR PATENT, IT BEING UNDERSTOOD THAT
SUCH SUBJECT ASSETS ARE BEING ACQUIRED “AS IS, WHERE IS” ON THE CLOSING DATE, AND IN THEIR
PRESENT CONDITION, AND BUYER SHALL RELY ON ITS OWN
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EXAMINATION AND INVESTIGATION THEREOF. EXCEPT FOR THE REPRESENTATIONS AND WARRANTIES
CONTAINED IN ARTICLE III (AS MODIFIED BY THE DISCLOSURE SCHEDULE) AND ARTICLE IV HEREOF, THE
COMPANY AND SELLER HEREBY DISCLAIM ALL LIABILITY AND RESPONSIBILITY, TO THE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, FOR ANY REPRESENTATION, WARRANTY, STATEMENT, OR INFORMATION
MADE AVAILABLE, COMMUNICATED, OR FURNISHED (ORALLY OR IN WRITING) TO BUYER OR ITS AFFILIATES
OR REPRESENTATIVES (INCLUDING ANY OPINION, INFORMATION, PROJECTION, OR ADVICE THAT MAY HAVE
BEEN OR MAY BE PROVIDED TO BUYER BY ANY STOCKHOLDER, DIRECTOR, OFFICER, EMPLOYEE, AGENT,
CONSULTANT, OR REPRESENTATIVE OF THE COMPANY, SELLER OR ANY OF THEIR AFFILIATES). NEITHER THE
COMPANY NOR SELLER MAKES NOR HAS EITHER MADE ANY REPRESENTATIONS OR WARRANTIES TO BUYER
REGARDING ANY PROJECTION OR FORECAST REGARDING FUTURE RESULTS OR ACTIVITIES OR THE
PROBABLE SUCCESS OR PROFITABILITY OF THE COMPANY.
III.
REPRESENTATIONS AND WARRANTIES OF SELLER
Seller hereby represents and warrants to Buyer as of the date hereof as follows:
i.Formation; Power; Authorization; Enforceability
.
1. Seller is duly organized, validly existing and, to the extent such concept is recognized, in good standing
under the Laws of the jurisdiction of its organization. Seller has the requisite power and authority to enter into this Agreement
and the other Transaction Documents to which it is, or is specified to be, a party, and, subject to the satisfaction or, if permitted,
waiver of the conditions set forth in ARTICLE VII hereof, to perform its obligations hereunder and thereunder.
2. The execution and delivery of this Agreement and the other Transaction Documents to which Seller is, or
is specified to be, a party, and the performance by Seller of its obligations hereunder and thereunder, have been duly authorized
by all necessary action on the part of Seller and no other action on the part of Seller is necessary to authorize the execution and
delivery of this Agreement and the other Transaction Documents to which it is, or is specified to be, a party, or to perform its
obligations hereunder or thereunder.
3. This Agreement has been duly executed and delivered by Seller and (assuming due authorization,
execution and delivery of this Agreement by each of the other parties hereto) constitutes, and the other Transaction Documents
to which Seller is, or is specified to be, a party, when executed and delivered (assuming in each case due authorization,
execution and delivery by each of the other parties thereto) will constitute, a valid and binding agreement of Seller enforceable
against it in accordance with its terms, except as such
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enforcement may be limited by bankruptcy, insolvency, reorganization, moratorium or other similar laws now or hereafter in
effect relating to or affecting the rights and remedies of creditors generally and subject to general principles of equity (whether
considered in a proceeding at law or in equity).
ii.No Violations; Governmental Authorizations
.
1. The execution and delivery by Seller of this Agreement and the other Transaction Documents to which it
is, or is specified to be, a party, will not, and the consummation by Seller of the transactions contemplated by this Agreement
and the other Transaction Documents to which it is, or is specified to be, a party, and compliance by Seller with any of the
provisions hereof or thereof will not, conflict with, or result in any violation or breach of or default (with or without notice or
lapse of time, or both) under, (i) the organizational documents of Seller, (ii) any Contract to which Seller is a party or any of its
properties or other assets is subject except to the extent such violation, breach or default does not impede the consummation of
the transactions contemplated hereby, or (iii) assuming compliance with the matters referred to in Section 4.2(b) below, any
violation of Law applicable to Seller.
2. No Governmental Authorization is required to be obtained or made by or with respect to Seller in
connection with the execution and delivery of this Agreement and the other Transaction Documents to which it is, or is
specified to be, a party, or the performance by Seller of its obligations hereunder or thereunder.
iii.Legal Proceedings
. There is no Action pending, or, to the knowledge of Seller, threatened against Seller challenging the validity or
enforceability of this Agreement or the other Transaction Documents or seeking to enjoin or prohibit consummation of the
transactions contemplated hereby or thereby.
iv.Units
. Seller owns, beneficially and of record, all of the Units, free and clear of any and all Encumbrances. Seller does not own
any other securities of any Company Entity. Except as set forth in the Transaction Documents or the Company’s Organizational
Documents, there are no agreements or other rights or arrangements existing which provide for the sale, purchase, exchange or
other transfer by Seller of any Units or beneficial ownership of Units owned by Seller or other equity or securities of any other
Company Entity.
v.Solvency
. Seller is not now insolvent, and will not be rendered insolvent by any of the transactions contemplated hereby. In
addition, immediately after giving effect to the consummation of the
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transactions contemplated hereby, (a) Seller will be able to pay its debts as they become due, and (b) Seller will have assets
(calculated at fair market value) that exceed its liabilities. The cash available to Seller, after taking into account all other
anticipated uses of the cash, will be sufficient to pay all such debts in accordance with their terms.
vi.Finders’ or Advisors’ Fees
. Seller has not, and none of its members, officers, managers, employees, trustees or agents have, employed any broker or
finder or incurred any liability for any investment banking fees, brokerage fees, commissions or finders’ fees in connection with
the transactions contemplated by this Agreement.
IV.
REPRESENTATIONS AND WARRANTIES OF BUYER
Buyer hereby represents and warrants to Seller as of the date hereof as follows:
i.Formation; Power; Authorization; Enforceability
.
1. Buyer is duly organized, validly existing and, to the extent such concept is recognized, in good standing
under the Laws of the jurisdiction of its incorporation or organization. Buyer has the requisite power and authority to enter into
this Agreement and the other Transaction Documents to which it is, or is specified to be, a party, and, subject to the satisfaction
or, if permitted, waiver of the conditions set forth in ARTICLE VII hereof, to perform its obligations hereunder and thereunder.
2. The execution and delivery of this Agreement and the other Transaction Documents to which Buyer is, or
is specified to be, a party, and the performance by Buyer of its obligations hereunder and thereunder, have been duly authorized
by all necessary action on the part of Buyer and no other action on the part of Buyer is necessary to authorize the execution and
delivery of this Agreement and the other Transaction Documents to which it is, or is specified to be, a party, or to perform its
obligations hereunder or thereunder.
3. This Agreement has been duly executed and delivered by Buyer and (assuming due authorization,
execution and delivery of this Agreement by each of the other parties hereto) constitutes, and the other Transaction Documents
to which Buyer is, or is specified to be, a party, when executed and delivered (assuming in each case due authorization,
execution and delivery by each of the other parties thereto) will constitute, a valid and binding agreement of Buyer enforceable
against it in accordance with its terms, except as such enforcement may be limited by bankruptcy, insolvency, reorganization,
moratorium or other similar laws now or hereafter in effect relating to or affecting the rights and remedies of creditors generally
and subject to general principles of equity (whether considered in a proceeding at law or in equity).
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ii.No Violations; Governmental Authorizations
.
1. The execution and delivery by Buyer of this Agreement and the other Transaction Documents to which it
is, or is specified to be, a party, will not, and the consummation by Buyer of the transactions contemplated by this Agreement
and the other Transaction Documents to which it is, or is specified to be, a party, and compliance by Buyer with any of the
provisions hereof or thereof will not, conflict with, or result in any violation or breach of or default (with or without notice or
lapse of time, or both) under, (i) the organizational documents of Buyer, (ii) any Contract to which Buyer is a party or any of its
properties or other assets is subject except to the extent such violation, breach or default does not impede the consummation of
the transactions contemplated hereby, or (iii) any Law applicable to Buyer.
2. No Governmental Authorization is required to be obtained or made by or with respect to Buyer in
connection with the execution and delivery of this Agreement and the other Transaction Documents to which it is, or is
specified to be, a party, or the performance by Buyer of its obligations hereunder or thereunder.
iii.Legal Proceedings
. There is no Action pending, or, to the Knowledge of Buyer, threatened against Buyer challenging the validity or
enforceability of this Agreement or the other Transaction Documents or seeking to enjoin or prohibit consummation of the
transactions contemplated hereby.
iv.Available Funds
. Buyer currently has, or will have as of the Closing, sufficient cash available to pay all amounts to be paid by Buyer in
connection with this Agreement and the transactions contemplated by this Agreement.
v.Finders’ or Advisors’ Fees
. Neither Buyer, nor any of its directors, members, officers, managers, employees or agents has employed any broker or
finder or incurred any liability for any investment banking fees, brokerage fees, commissions or finders’ fees in connection with
the transactions contemplated by this Agreement.
vi.No Reliance
. Except for the representations and warranties contained in Article III (as modified by the Disclosure Schedule) and
Article IV, none of the Company Entities or Seller or any of their respective Affiliates, directors, officers, employees,
Subsidiaries, controlling Persons, agents or other representatives or any other Person has made or makes or is authorized to make,
and Buyer hereby waives, any other express or implied representation or warranty, express or implied, whether written or oral, on
behalf of the Company, the Company Entities, Seller or their
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respective Affiliates, directors, officers, employees, Subsidiaries, controlling Persons, agents or other representatives or any other
Person. Buyer specifically acknowledges and agrees that none of the Company Entities or Seller or their Affiliates makes or has
made any representation or warranty, express or implied, with respect to any financial projection or forecast delivered to Buyer
with respect to the performance of the Company Entities either before or after the Closing Date. Buyer acknowledges that they
have conducted to its satisfaction its own independent investigation of the condition, operations and businesses of the Company
Entities and, in making its determination to proceed with the transactions contemplated herein, Buyer has been provided and have
evaluated such documents and information as it has deemed necessary and has relied solely on the results of its own independent
investigation and verification and the representations and warranties expressly set forth in Article III (as modified by the
Disclosure Schedule) and Article IV.
V.
COVENANTS
i.Publicity
. Seller and Buyer shall communicate and cooperate with each other prior to any press release or public disclosure of the
transactions contemplated by this Agreement. Seller and Buyer agree that no public release or announcement concerning the
terms of the transactions contemplated hereby shall be issued by any party without the prior written consent of the other party,
except such release or announcement as may be required by Law or the rules and regulations of any stock exchange upon which
the securities of one of the Company’s Affiliates, Seller or one of its Affiliates, or Buyer or one of its Affiliates are listed, in
which case the party required to make the release or announcement shall allow the other party reasonable time to comment on
such release or announcement in advance of such issuance.
ii.Confidentiality
.
1.

The parties hereby agree that the Confidentiality Agreement shall terminate as of the Closing.

2.

After the Closing,

a.
Seller shall hold, and shall use its reasonable best efforts to cause its Affiliates, and their respective
members, officers, managers, employees and agents to hold, in strict confidence from any Person, all documents and information
regarding the Company Entities;
b.
Buyer shall hold, and shall use its reasonable best efforts to cause its Affiliates, and their respective
officers, managers, employees and agents to hold, in strict confidence from any Person, all documents and information
concerning Seller made available to
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or furnished to it by the Company or the Company’s officers, managers, employees, agents or Affiliates, in connection with this
Agreement or the transactions contemplated hereby; provided, however, that the foregoing restrictions shall not apply to Buyer’s
or any of its Affiliates’ use or disclosure of documents and information concerning any Company Entity made available to or
furnished by or on behalf of the Company;
unless in the case of either (i) or (ii) above: (A) such party is compelled to disclose such documents or information by judicial or
administrative process (including in connection with obtaining the necessary approvals of this Agreement and the transactions
contemplated hereby of Governmental Entities) or by other requirements of Law, (B) such documents or information are
disclosed in an action or proceeding brought by a party in pursuit of its rights or in the exercise of its remedies hereby; provided
in the case of clause (A) or (B) such party agrees to give the other party prompt notice of such requirement and will cooperate
with the other party if the other party desires to seek a protective order and provided further, absent the entry of a protective
order, such party may disclose such information to the extent required without liability under this Agreement and such party
agrees to cooperate with the other party’s reasonable commercial requests, at the other party’s expense, in its efforts to obtain
reliable assurances that confidential treatment will be accorded to such information or documents, or (C) such documents or
information can be shown to have been (I) in the public domain (either prior to or after the furnishing of (or making available)
such documents or information hereby) through no fault of such receiving party or (II) later acquired by the receiving party from
another source if, to the knowledge of the receiving party after reasonable inquiry, such source is not under an obligation to
another party to keep such documents and information confidential.
iii.Indemnification of Managers and Officers
. To the fullest extent permitted by Law, for a period of six (6) years following the Closing, all rights to indemnification,
as provided in the Organizational Documents in effect on the Closing Date, in favor of the current or former employees,
managers and/or officers of any Company Entity with respect to their activities on behalf of the Company Entities prior to the
Closing, shall survive the Closing and shall continue in full force and effect (without amendment adverse to such employees,
managers and/or officers), and neither Buyer nor the Company shall intentionally derogate such rights.
iv.Assistance with SEC Filings
. For a period of one (1) year following the Closing Date, upon reasonable request from Buyer, Seller agrees to use its
commercially reasonable efforts to provide Buyer with historical financial information to assist Buyer or its Affiliates in making
its SEC filings to the extent related to the Purchased Assets. Buyer shall reimburse Seller for all out-of-pocket expenses
(including reasonable attorneys’, accountants’ and other advisors’ fees and expenses) incurred by Seller in connection with
providing assistance under this Section 6.4.
v.Tax Matters
.
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1. Seller shall prepare or cause to be prepared any Tax Returns of the Company Entities for any taxable
periods ending on or before the Closing Date that are due after the Closing Date (the “Seller Prepared Tax Returns”). All Seller
Prepared Tax Returns shall be prepared in a manner consistent with past practices of the Company Entities, to the extent such
past practice complies with applicable Law. No later than thirty (30) days prior to the due date (including extensions) for filing
any Seller Prepared Tax Return (or, in the case of Seller Prepared Tax Returns for Taxes other than income Taxes, such shorter
period as is reasonable under the circumstances), Seller shall deliver the Seller Prepared Tax Returns to Buyer for review and
comment. Seller shall make all changes with respect to Seller Prepared Tax Returns as are reasonably requested by Buyer and
shall deliver such Seller Prepared Tax Returns to Buyer no later than five (5) days prior to the due date (including extensions)
for filing such Seller Prepared Tax Return. Buyer shall file or cause to be filed the Seller Prepared Tax Returns on or prior to
the due date (including extensions) for filing such Seller Prepared Tax Returns. Buyer shall timely pay all Taxes due as
reflected on such Seller Prepared Tax Returns; provided that, Seller shall remit to Buyer an amount equal to the Taxes due as
reflected on such Seller Prepared Tax Returns at least five (5) days prior to the due date (including extensions) for filing such
Seller Prepared Tax Returns.
2. Buyer shall prepare or cause to be prepared and file or cause to be filed any Tax Returns of the Company
Entities for any Straddle Period (the “Buyer Prepared Tax Returns”). All Buyer Prepared Tax Returns shall be prepared in a
manner consistent with past practices of the Company Entities, to the extent such past practice complies with applicable Law.
No later than thirty (30) days prior to the due date (including extensions) for filing any Buyer Prepared Tax Return (or, in the
case of Buyer Prepared Tax Returns for Taxes other than income Taxes, such shorter period as is reasonable under the
circumstances), Buyer shall deliver the Buyer Prepared Tax Returns to Seller for review and comment. Buyer shall make all
changes with respect to Buyer Prepared Tax Returns as are reasonably requested by Seller no later than five (5) days prior to the
due date (including extensions) for filing such Buyer Prepared Tax Return. Buyer shall file or cause to be filed the Buyer
Prepared Tax Returns on or prior to the due date (including extensions) for filing such Buyer Prepared Tax Returns. Buyer shall
timely pay all Taxes due as reflected on such Buyer Prepared Tax Returns; provided that, Seller shall remit to Buyer an amount
equal to the Taxes due as reflected on such Buyer Prepared Tax Returns, to the extent that such Taxes are apportioned to the
portion of the Straddle Period ending on the Closing Date, at least five (5) days prior to the due date (including extensions) for
filing such Buyer Prepared Tax Returns. In the case of any Straddle Period, (i) real and personal property and similar ad
valorem Taxes shall be apportioned between the portion of such Straddle Period ending on the Closing Date and the portion of
such Straddle Period beginning after the Closing Date on a daily pro-rata basis, and (ii) all other Taxes (e.g., income, receipts,
sales, payroll and other similar Taxes) shall be apportioned between the portion of such Straddle Period ending on the Closing
Date and the portion of such Straddle Period beginning after the Closing Date on a closing of the books basis as of the end of
the Closing Date.
3. In the event of a Tax contest, audit, or other proceeding relating to a taxable period ending on or before the
Closing Date (each a “Pre-Closing Tax Contest”), or
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relating to a Straddle Period (each a “Straddle Period Tax Contest”), the following provisions shall control:
a.
No more than fifteen (15) days after Buyer or the Company receives written notice of a Pre-Closing
Tax Contest or a Straddle Period Tax Contest, Buyer will notify Seller in writing of such Pre-Closing Tax Contest or Straddle
Period Tax Contest.
b.
Seller shall have the right to control the defense of a Pre-Closing Tax Contest, provided, however,
that Buyer shall have the right to participate, at Buyer’s own expense, in any Pre-Closing Tax Contest, and provided, further, that
Seller shall not settle or compromise any such Pre-Closing Tax Contest without Buyer’s prior written consent, which consent
shall not be unreasonably withheld, conditioned, or delayed.
c.
Buyer shall have the right to control the defense of a Straddle Period Tax Contest, provided,
however, that Seller shall have the right to participate, at Seller’s own expense, in any Straddle Period Tax Contest, and provided,
further, that Buyer shall not settle or compromise any such Straddle Period Tax Contest without Seller’s prior written consent,
which consent shall not be unreasonably withheld, conditioned, or delayed.
4. Buyer, the Company and Seller shall cooperate fully, as and to the extent reasonably requested by the other
party, in connection with the preparation and filing of Tax Returns pursuant to this Section 6.5 and any audit, litigation or other
proceeding with respect to Taxes. Such cooperation shall include signing any Tax Returns, amended Tax Returns, claims or
other documents necessary to settle any Tax controversy, executing powers of attorney, retaining and (upon the other party’s
request) providing records and information which are reasonably available and relevant to any such audit, litigation or other
proceeding and making employees available on a mutually convenient basis to provide additional information and explanation
of any material provided hereunder.
5. Seller shall be entitled to receive from Buyer or the Company Entities all refunds and credits of Taxes with
respect to a taxable period or portion of a Straddle Period ending on or before the Closing Date. Promptly upon receipt of any
refund or application of any credit of Taxes, and in no event later than five (5) days after receipt by Buyer or the Company
Entity or any of their Affiliates, Buyer will, and will cause the relevant Company Entity to deliver and pay over, by wire
transfer of immediately available funds, such refund of Taxes to Seller.
6. Buyer and Seller shall each pay one-half of all Transfer Taxes in a timely manner, regardless of the Person
on whom such Taxes are imposed by law. Seller shall prepare and file any Tax Return required to be filed in connection with
such Taxes and Buyer shall reasonably cooperate with Seller in connection with the preparation and filing of such Tax Return.
7. Within thirty (30) Business Days after the final calculation of Final Purchase Price, Buyer shall provide
Seller with a completed schedule allocating the Final Purchase Price among the assets of the Company Entities in accordance
with Section 1060 of
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the Code and the Treasury Regulations thereunder and a valuation report from a reputable third-party valuation firm engaged by
Buyer, at Buyer’s sole expense, for such purpose (the “Purchase Price Allocation”), for Seller’s review, comment, and approval.
Seller shall notify Buyer of any objections to the Purchase Price Allocation within thirty (30) Business Days of receipt of the
Purchase Price Allocation, and Buyer and Seller shall endeavor within the next thirty (30) Business Days to resolve such
dispute in good faith. The parties shall report, act and file all Tax Returns in all respects and for all purposes consistent with the
Purchase Price Allocation and this Section 6.5(g), and no party shall take any position (whether in audits, Tax Returns or
otherwise) that is inconsistent with the Purchase Price Allocation or this Section 6.5(g) unless required to do so by applicable
law. If the Purchase Price is adjusted in any manner as provided in this Agreement, the Purchase Price Allocation shall be
adjusted as mutually agreed by the parties to reflect such adjustments to the consideration paid pursuant to this Agreement.
8. Without the prior written consent of Seller, which consent shall not be unreasonably withheld,
conditioned, or delayed, Buyer shall not, with respect to the Company Entities: (i) amend, refile or otherwise modify any Tax
Return relating in whole or in part to the Company Entities for a taxable period (or portion thereof) ending on or before the
Closing Date, (ii) extend or waive any statute of limitations or other period for the assessment of any Tax that relates to a
taxable period (or portion thereof) ending on or before the Closing Date, (iii) apply to any taxing authority for any binding
or non-binding opinion, ruling, or other determination, or voluntarily initiate any discussion or make any voluntary
disclosure with any taxing authority, with respect to the Company Entities in relation to any act, matter, or transaction that
occurred on or before the Closing Date or that relates to any a taxable period (or portion thereof) ending on or before the
Closing Date, (iv) report any Tax deduction related to Transaction Expenses or any other compensatory amounts or
transaction expenses that are paid or accrued on or before the Closing Date in a taxable period (or portion thereof)
beginning after the Closing Date, (v) make or change any Tax election of the Company Entities for a taxable period (or
portion thereof) ending on or before the Closing Date, (vi) file any Tax Return for any a taxable period (or portion thereof)
ending on or before the Closing Date for the Company Entities in a jurisdiction where the Company have not previously
filed Tax Returns for any Tax period, or (vii) in the case of each of the foregoing clauses (i) through (vi), take any action or
enter into any transaction with respect to the Company Entities that would result in any increased Tax liability of the
Company Entities with respect to any a taxable period (or portion thereof) ending on or before the Closing Date or would
otherwise increase the indemnification obligations of Seller under ARTICLE VIII.
9. The Buyer Indemnified Parties shall not be entitled to be indemnified or held harmless under this
Agreement for, and Seller shall not be responsible for any Taxes (i) incurred in respect of any taxable period (or portion
thereof) beginning after the Closing Date, other than with respect to the representations made pursuant to Sections 3.15(g)
and 3.15(h), (ii) attributable or relating to transactions outside the ordinary course of business that occur on the Closing
Date after the Closing, (iii) previously paid by Seller pursuant to Section 6.5(a) in connection with a Seller Prepared Tax
Return or Section 6.5(b) in
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connection with a Buyer Prepared Tax Return, or (iv) relating to the availability of or limitations on, or reductions in or
changes to, any Tax attributes of the Company Entities (including net operating losses, credit carryovers, Tax basis and
depreciation or amortization periods) with respect to any taxable period (or portion thereof) beginning after the Closing
Date.
vi.Release
. Seller, on behalf of itself and its Affiliates, hereby releases and forever discharges the Company Entities from any and all
claims, demands, damages and Liabilities of any kind whatsoever, whether known or unknown, suspected or unsuspected, both at
Law and in equity, which Seller or any Affiliate of Seller now has, has ever had, or may hereafter have against the Company
Entities, in each case, which arise out of, are based upon or connected with facts or events occurring or in existence on or prior to
the Closing Date, whether or not relating to claims pending on, or asserted after, the Closing Date; provided, however, that
nothing contained herein will operate to release (a) any indemnification or other obligations of Buyer arising under this
Agreement or any other Transaction Document; or (b) any rights to indemnification from the Company, pursuant to the articles of
organization or the limited liability company agreement of the Company, relating to the period prior to the Closing.
vii.Employees and Employee Benefits
. Seller or the sole member of Seller will be responsible for (i) the payment of all wages and other remuneration due to
employees with respect to their services as employees of the Company or any Company Subsidiary through the Closing Date;
and (ii) the payment of any termination or severance payments and the provision of health plan continuation coverage (including
all administrative and notice obligations) under the Consolidated Omnibus Budget Reconciliation Act of 1985, as amended
(“COBRA”), or any other applicable Law, with respect to any Company or Company Subsidiary employees (including, for
purposes of COBRA continuation, any qualified beneficiaries) who are terminated on or before the Closing Date (“Terminated
Employees”), any individuals currently receiving COBRA coverage, individuals who are within the COBRA election period that
timely elect COBRA coverage, and those individuals who are “M&A qualified beneficiaries” (as such term is defined in Treasury
Regulation Section 54.4980B-9, Q&A-4). Seller or the sole member of Seller will be liable for any claims made or incurred by
Terminated Employees under the Employee Plans, and Buyer will not have any responsibility, liability or obligation to such
employees, their beneficiaries or any other Person with respect to any Employee Plan. Seller (or the sole member of Seller) and
the Company shall make or cause to be made on behalf of all Terminated Employees all contributions due to be made under each
Employee Plan for all periods prior to the Closing Date. Additionally, Seller or the sole member of Seller, at its sole cost and
expense, shall take such actions as are necessary to make, or cause each Employee Plan to make, appropriate distributions to all
the employees of the Company and its Subsidiaries in accordance with such Employee Plan and applicable Law.
viii.Treatment of Employee Plans
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. Effective as of the day immediately preceding the Closing (and contingent upon the Closing becoming effective), the
Company shall take any necessary corporate action to remove the Company as a participating employer from any Employee
Plans in which the Company Entities are participating employers.
ix.Prohibition on Use of Marks
. Between the Closing and the termination or expiration of the Transition Services Agreement, Seller shall not use, and
shall cause all of its Affiliates to cease using, directly or indirectly, the names “National MedTrans” or “National MedTrans
Network” in any trademark, trade name, domain name, address, corporate name, logo, symbol or identifier or any derivatives
thereof (collectively, the “Marks”), other than in connection with the services provided under the Transition Services Agreement.
Within 30 days of the termination or expiration of the Transition Services Agreement, Seller shall not use, and shall cause all of
their Affiliates to cease using the Marks.
VI.
CLOSING DELIVERIES
i.Company Closing Deliveries
.
1.

Closing Deliverables

. The Company shall have delivered, or caused to be delivered, to Buyer:
a.

a properly completed and executed Form W-9 from Seller;

b.
all certificates representing the Units, together with duly executed documents of transfer and
assignment sufficient to transfer record title and full beneficial ownership of all the Units to Buyer free and clear of all
Encumbrances;
c.

a copy of the Commercial Agreement, duly executed by an Affiliate of Seller;

d.

a copy of the Guaranty, duly executed by an Affiliate of Seller;

e.

a copy of the Restrictive Covenant Agreement, duly executed by Seller and an Affiliate of Seller;

f.

a copy of the Transition Services Agreement, duly executed by Seller and the Company;

g.
Affiliate of the Company;

an affidavit of non-foreign status that complies with Section 1445 of the Code executed by an
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h.
the certificate of organization (or similar organizational documents) of each Company Entity
(certified by the Secretary of State of the applicable jurisdiction of incorporation or formation) and a certificate of good standing
from the applicable jurisdiction of incorporation and each other jurisdiction in which each Company Entity is qualified to do
business, each dated within ten Business Days prior to the Closing Date;
i.
a certificate of the Secretary of the Company certifying, as complete and accurate as of the Closing,
attached copies of the operating agreement of the Company, certifying and attaching all requisite resolutions or actions of the
Company’s board of managers approving the execution and delivery of this Agreement and the consummation of the transactions
contemplated hereby, and certifying to the incumbency of the officers of the Company executing this Agreement and any other
documents being executed in connection with the consummation of the transactions contemplated hereby;
j.
written resignations, in form and substance reasonably acceptable to Buyer, from each of the
managers and officers identified on Section 7.1(a)(x) of the Disclosure Schedule or adopted resolutions of the Company’s board
removing such managers and officers from their positions with the Company Entities; and
k.
a copy of the distribution agreement, in form and substance reasonably acceptable to Buyer (the
“Distribution Agreement”), duly executed by Seller and the Company.
ii.Buyer Closing Deliveries
.
1.

Closing Deliverables

. Buyer shall have delivered, or caused to be delivered, to Seller:
a.

a copy of the Commercial Agreement, duly executed by Buyer;

b.

a copy of the Guaranty, duly executed by Buyer;

c.

a copy of the Restrictive Covenant Agreement, duly executed by Buyer;

d.

a copy of the Transition Services Agreement, duly executed by Buyer;

e.
a certificate of good standing from the Secretary of State of the State of its formation, dated within
ten Business Days prior to the Closing Date;
f.
a certificate of the Secretary of Buyer certifying and attaching all requisite resolutions or actions of
Buyer’s sole member and sole manager approving the execution and delivery of this Agreement and the consummation of the
transactions
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contemplated hereby, and certifying to the incumbency of the officers of Buyer executing this Agreement and any other
documents being executed in connection with the consummation of the transactions contemplated hereby; and
g.

the Estimated Purchase Price to Seller in accordance with the terms hereof.
VII.
INDEMNIFICATION

i.Survival
. The representations and warranties of the Company contained in ARTICLE III, Seller contained in ARTICLE IV and
Buyer contained in ARTICLE V shall survive the Closing for a period of eighteen (18) months following the Closing, except that
(a) the representations and warranties of the Company contained in Section 3.11 (Compliance with Healthcare Laws) and Section
3.15(a) (Taxes) shall survive for six (6) years following the Closing Date, and (b) the Company Fundamental Representations, the
Seller Fundamental Representations and the Buyer Fundamental Representations shall survive the Closing indefinitely. All
covenants and agreements contained herein shall survive indefinitely or for the shorter period specified therein, except that for
such covenants that survive for a shorter period, breaches thereof shall survive indefinitely.
ii.Indemnification
.
1. Subject to the limitations set forth in this ARTICLE VIII, Seller shall indemnify and defend Buyer and its
Affiliates (including following the Closing, the Company Entities) and their respective managers, officers, directors and
employees (the “Buyer Indemnified Parties”) against, and shall hold them harmless from, any and all Losses to the extent
attributable to, resulting from or arising out of:
a.
any breach or inaccuracy of any of the representations or warranties of the Company contained in
ARTICLE III of this Agreement or of Seller contained in ARTICLE IV of this Agreement;
b.
the breach of any covenant or other agreement of the Company Entities or Seller contained in this
Agreement to be performed at or prior to the Closing;
c.
except for Transfer Taxes which are governed by Section 6.5(f), Taxes (or the non-payment thereof)
of, or attributable to, (A) any Company Entity for all taxable periods or portions thereof ending on or prior to the Closing Date
(which, in the case of a Straddle Period, shall be calculated in accordance with Section 6.5(b)), or (B) any Person (other than the
Company Entities) for which the Company Entities may be liable pursuant to Treasury
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Regulations Section 1.1502-6 (or any similar Laws), successor liability, transferee liability, joint or several liability, by Contract
or otherwise;
d.
any brokerage or finder’s fees or commissions or similar payments based upon any agreement or
understanding alleged to have been made by any Person with Seller or any Company Entity (or any Person acting on their behalf)
in connection with the transactions contemplated hereby; or
e.
the Excluded Assets or the Excluded Liabilities, including, for the avoidance of doubt, the
obligations listed on Section 3.7(b) of the Disclosure Schedule.
2. Buyer shall, subject to the limitations set forth in this ARTICLE VIII, indemnify and defend Seller and its
Affiliates and their respective members, managers, officers and employees (the “Seller Indemnified Parties”) against, and shall
hold them harmless from, any and all Losses to the extent attributable to, resulting from or arising out of:
a.
any breach or inaccuracy of any of the representations or warranties of Buyer contained in
ARTICLE V of this Agreement; or
b.
the breach of any covenant or other agreement of Buyer contained in this Agreement to be
performed at or prior to the Closing.
iii.Limitations on Indemnification
.
1.

Deductible

. Other than for Losses resulting from claims brought on the basis of fraud, none of the Buyer Indemnified Parties nor the
Seller Indemnified Parties (as applicable, an “Indemnified Party”) shall be entitled to indemnification for any Losses under
Section 8.2(a)(i) or Section 8.2(b)(i), as applicable (other than Losses incurred as a result of inaccuracies of any Company
Fundamental Representations, Seller Fundamental Representations or Buyer Fundamental Representations), unless and until the
aggregate amount of Losses for which the Buyer Indemnified Parties or Seller Indemnified Parties are otherwise entitled to
indemnification pursuant to Section 8.2(a)(i) or Section 8.2(b)(i), as applicable, exceeds $600,000 (the “Deductible”), and then
only for the amount by which such Losses exceed the Deductible. For clarity, the Deductible shall not apply to Losses under
Section 8.2(a)(ii) through Section 8.2(a)(v) or Losses under Section 8.2(b)(ii).
2.

Cap Amount

. Other than for Losses resulting from claims brought on the basis of fraud or Losses as a result of inaccuracies of any
Company Fundamental Representations, Seller Fundamental Representations or Buyer Fundamental Representations, the
maximum aggregate liability of Seller or Buyer (as applicable, the “Indemnifying Party”) to any Buyer Indemnified Party or
Seller Indemnified Party, respectively, for any Losses under Section 8.2(a)(i) or Section 8.2(b)(i),
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as applicable, shall not exceed $8,000,000 (the “Cap”); provided, however, that, except in the case of fraud, the aggregate
liability of Seller under this Agreement shall not exceed the Purchase Price. For clarity, the aggregate liability of Seller for Losses
under Section 8.2(a)(ii) through Section 8.2(a)(v) shall also not exceed the Purchase Price.
3.

Additional Limitations

.
a.
The amount of any Losses suffered, sustained or incurred by any Indemnified Parties shall be
reduced by (A) the amount such Indemnified Parties actually recovered from any insurer (excluding self-insurance or captive
insurance, but net of any increased premium or any other costs of recovery) or other Person then liable for such Losses, and (B)
any amounts recovered from other collateral sources (such as contractual indemnities of any Person which are contained outside
of this Agreement). The parties shall use commercially reasonable efforts to collect the proceeds of any insurance that would
have the effect of reducing any Losses.
b.
In the event any Losses are recoverable under insurance policies or other collateral sources, the
Indemnified Parties shall use commercially reasonable efforts to pursue recovery of such Losses under such insurance policies or
collateral sources. If any Indemnified Parties receive any amounts under insurance coverage (excluding self-insurance or captive
insurance) or from any Person with respect to Losses sustained at any time subsequent to any payment to such Indemnified
Parties pursuant to this ARTICLE VIII, then such Indemnified Parties shall promptly reimburse the applicable Indemnifying
Party (to an account designated by such Indemnifying Party) for any payment made up to such amount received under insurance
coverage with respect to such Losses (subject to the limitations set forth in Section 8.3(c)(i)).
c.
No claim for indemnification may be asserted under this ARTICLE VIII following the expiration of
the applicable survival period, as provided in Section 8.1, of the representation, warranty or covenant that is the basis for such
claim; provided, however, that if, at any time prior to the expiration of the applicable survival period, an Indemnified Party
delivers to the Indemnifying Party a written notice of an alleged breach of any representation or warranty or failure to perform
any covenant, then the claim asserted in such notice shall survive the applicable expiration date until such time as such claim is
fully and finally resolved.
d.
Each party entitled to indemnification hereunder shall take commercially reasonable steps as are
required by applicable Law to mitigate all indemnifiable Losses upon and after becoming aware of any event which could
reasonably be expected to give rise to any Losses hereunder.
e.
The Buyer Indemnified Parties shall not be entitled to recover any Losses to the extent taken into
account, reflected or reserved for in the calculation of the Final Calculations.
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iv.Claim Procedure
.
1.

Non-Third Party Claims

. If a claim for Losses (a “Claim”) is to be made by an Indemnified Party that does not involve a third party, such
Indemnified Party shall give written notice (a “Claim Notice”) to the Indemnifying Party within a reasonable time after such
Indemnified Party becomes aware of any fact, condition or event giving rise to Losses for which indemnification may be sought
under Section 8.2, which Claim Notice shall specify in reasonable detail, to the extent reasonably known and practicable at such
time, the amount of the Claim. The failure of an Indemnified Party to give timely notice hereunder shall not affect such
Indemnified Party’s rights to indemnification hereunder, except to the extent the applicable Indemnifying Party is materially
prejudiced by such delay or failure. If the applicable Indemnifying Party notifies the Indemnified Party that it does not dispute the
Claim described in such Claim Notice or fails to respond within thirty (30) days following receipt of such Claim Notice, the
Losses identified in the Claim Notice will be conclusively deemed a liability of the Indemnifying Party under Section 8.2(a) or
Section 8.2(b), as applicable. If the applicable Indemnifying Party disputes its liability with respect to such Claim or the
estimated amount of such Losses pursuant to this Section 8.4, the parties shall attempt in good faith to resolve such dispute;
provided, however, that if such dispute has not been resolved within thirty (30) days following receipt of such dispute of the
Claim Notice, then the Indemnifying Party and the Indemnified Party may seek legal redress in accordance with ARTICLE IX.
2.

Third-Party Claims

.
a.
If any Indemnified Party receives notice of the assertion of any Claim or the commencement of any
Action by a third party with respect to a matter subject to indemnity hereunder (a “Third-Party Claim”), notice thereof (a “ThirdParty Notice”) shall promptly be given to the Indemnifying Party, which Third-Party Notice shall specify the basis for such
Third-Party Claim to the extent known at such time, and will include copies of all notices and documents (including court papers)
served on or received by the Indemnified Party. The failure of an Indemnified Party to give timely notice hereunder shall not
affect such Indemnified Party’s rights to indemnification hereunder, except to the extent such delay or failure materially
prejudices the Indemnifying Party’s ability to defend such Third-Party Claim. If an Indemnified Party delivers a Third-Party
Notice, the Indemnifying Party shall be entitled to participate in the defense of such Third-Party Claim and, to the extent that it
wishes (unless: (1) the Indemnifying Party is also a Person against whom the Third-Party Claim is made and the Indemnified
Party determines in good faith that joint representation would be inappropriate or (2) the Indemnifying Party fails to provide
reasonable assurance to the Indemnified Party of its financial capacity to defend such Third-Party Claim), to assume the defense
of such Third-Party Claim with counsel reasonably satisfactory to the Indemnified Party. The Indemnifying Party shall be
permitted to consent to the entry of a judgment or enter into a compromise or settlement
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with respect to a Third-Party Claim without the prior written consent of the Indemnified Party, only if such judgment,
compromise or settlement: (x) provides for the payment by the Indemnifying Party of money as the sole relief for the claimant,
(y) results in the full and general release of the Indemnified Party from all Liabilities arising or relating to, or in connection with,
such Third-Party Claim, and (z) involves no finding or admission of any violation of Law or the rights of the Indemnified Party.
b.
The Indemnified Party shall cooperate in all reasonable respects, at the Indemnifying Party’s
request, with the Indemnifying Party and its attorneys in the investigation, trial and defense of such Third-Party Claim and any
appeal arising therefrom. The Indemnified Party may, at its own sole cost and expense, monitor and further participate in (but not
control) the investigation, trial and defense of such Third-Party Claim and any appeal arising therefrom.
c.
Notwithstanding the foregoing, if (A) the Indemnifying Party elects not to assume such defense and
investigation, (B) the Indemnifying Party fails to actively and diligently, with legal counsel reasonably acceptable to the
Indemnified Party, conduct the defense of the Third-Party Claim, (C) the Third-Party Claim relates to or otherwise arise in
connection with any criminal or regulatory enforcement action, (D) the Third-Party Claim asserts Losses in excess of the Cap, or
(E) the Indemnified Party has been advised by counsel that an actual conflict exists between the Indemnified Party and the
Indemnifying Party in connection with the defense of the Third-Party Claim, then the Indemnified Party shall have the right, but
not the obligation (upon delivering notice to such effect to the Indemnifying Party) to retain separate counsel of its choosing,
defend such Third-Party Claim and have the sole power to direct and control such defense. Notwithstanding anything herein to
the contrary, whether or not the Indemnifying Party shall have assumed the defense of such Third-Party Claim, the Indemnified
Party shall not settle, compromise or pay such Third-Party Claim for which it seeks indemnification hereunder without the prior
written consent of the Indemnifying Party, which consent shall not be unreasonably withheld, conditioned or delayed.
d.
The Indemnified Party and the Indemnifying Party shall use commercially reasonable efforts to
avoid production of confidential information (consistent with Law), and to cause all communications among employees, counsel
and others representing any party to a Third-Party Claim to be made so as to preserve any applicable attorney-client or workproduct privileges.
v.Indemnification Payments
. Any payment under this ARTICLE VIII shall be treated as an adjustment to the Purchase Price for Tax purposes and
shall be made by wire transfer of immediately available funds.
vi.No Double Materiality
. For purposes of calculating the amount of Losses to which an Indemnified Party entitled under this ARTICLE VIII and
for purposes of determining whether a representation or
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warranty has been breached, the terms “material,” “materiality,” and “material adverse effect” will be disregarded except in the
representations and warranties contained in Section 3.7 and Section 3.8(b).
vii.Exclusive Remedy
. The parties acknowledge and agree that, following the Closing, (a) the indemnification obligations of Seller under this
ARTICLE VIII and the remedies set forth herein shall constitute the sole and exclusive remedies of the Buyer Indemnified
Parties for any breach of or inaccuracy in any representation or warranty of the Company or Seller set forth in this Agreement,
and any breach, non-fulfillment or default in the performance of any covenant or agreement of the Company or Seller set forth in
this Agreement or any other Losses arising out of or resulting from this Agreement or the transactions contemplated hereby and
(b) the indemnification obligations of Buyer under ARTICLE VIII and the remedies set forth herein shall constitute the sole and
exclusive remedies of the Seller Indemnified Parties for any breach of or inaccuracy in any representation or warranty of Buyer
set forth in this Agreement, and any breach, non-fulfillment or default in the performance of any covenant or agreement of Buyer
set forth in this Agreement or any other Losses arising out of or resulting from this Agreement or the transactions contemplated
hereby; provided, however, that the limitations set forth above shall not apply to the remedies provided in Section 2.3(d) or
Section 9.15, any claims brought on the basis of fraud or pursuing remedies as may be available to such party under applicable
Law in the event of any Indemnifying Party’s failure to comply with its indemnification obligations hereunder.
VIII.
MISCELLANEOUS
i.Assignment; Binding Effect
. This Agreement and the other Transaction Documents and the rights hereunder and thereunder are not assignable by any
party hereto unless such assignment is consented to in writing by all of the other parties hereto; provided, however, that Buyer
shall have the right, without the consent of any other party, to assign its rights or delegate its responsibilities, Liabilities and
obligations under this Agreement to any Affiliate of Buyer provided that Buyer shall remain liable for the performance of its
obligations hereunder. Subject to the preceding sentence, this Agreement and all the provisions hereof shall be binding upon and
shall inure to the benefit of the parties hereto and their respective successors and permitted assigns.
ii.Choice of Law
. This Agreement shall be governed by and interpreted and enforced in accordance with the Laws of the State of
Delaware, without giving effect to the conflicts of law principles thereof.
iii.Consent to Jurisdiction; Service of Process; Waiver of Jury Trial
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.
1. ALL JUDICIAL PROCEEDINGS BROUGHT AGAINST THE PARTIES ARISING OUT OF OR
RELATING TO THIS AGREEMENT, OR ANY OBLIGATIONS HEREUNDER, SHALL BE BROUGHT IN THE COURT
OF CHANCERY OF THE STATE OF DELAWARE OR ANY FEDERAL COURT OF COMPETENT JURISDICTION IN
THE STATE OF DELAWARE. BY EXECUTING AND DELIVERING THIS AGREEMENT, THE PARTIES,
IRREVOCABLY (I) ACCEPT GENERALLY AND UNCONDITIONALLY THE EXCLUSIVE JURISDICTION AND
VENUE OF THESE COURTS; (II) WAIVE ANY OBJECTIONS WHICH SUCH PARTY MAY NOW OR HEREAFTER
HAVE TO THE LAYING OF VENUE OF ANY OF THE AFORESAID ACTIONS OR PROCEEDINGS ARISING OUT
OF OR IN CONNECTION WITH THIS AGREEMENT BROUGHT IN THE COURTS REFERRED TO IN CLAUSE
(I) ABOVE AND HEREBY FURTHER IRREVOCABLY WAIVE AND AGREE NOT TO PLEAD OR CLAIM IN ANY
SUCH COURT THAT SUCH ACTION OR PROCEEDING BROUGHT IN ANY SUCH COURT HAS BEEN BROUGHT
IN AN INCONVENIENT FORUM; (III) AGREE THAT SERVICE OF ALL PROCESS IN ANY SUCH PROCEEDING IN
ANY SUCH COURT MAY BE MADE BY REGISTERED OR CERTIFIED MAIL, RETURN RECEIPT REQUESTED, TO
SUCH PARTY AT THEIR RESPECTIVE ADDRESSES PROVIDED IN ACCORDANCE WITH Section 9.4; AND
(IV) AGREE THAT SERVICE AS PROVIDED IN CLAUSE (III) ABOVE IS SUFFICIENT TO CONFER PERSONAL
JURISDICTION OVER SUCH PARTY IN ANY SUCH PROCEEDING IN ANY SUCH COURT, AND OTHERWISE
CONSTITUTES EFFECTIVE AND BINDING SERVICE IN EVERY RESPECT. THE PARTIES HERETO
IRREVOCABLY WAIVE, AND AGREE TO CAUSE THEIR SUBSIDIARIES TO WAIVE, THE RIGHT TO TRIAL BY
JURY IN ANY ACTION TO ENFORCE OR INTERPRET THE PROVISIONS OF THIS AGREEMENT OR THE
TRANSACTIONS CONTEMPLATED HEREBY.
2. EACH OF THE PARTIES HERETO HEREBY IRREVOCABLY AND UNCONDITIONALLY
WAIVES TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW ANY RIGHT IT MAY HAVE TO A TRIAL
BY JURY IN ANY ACTION DIRECTLY OR INDIRECTLY ARISING OUT OF, UNDER OR IN CONNECTION WITH
THE NEGOTIATION, EXECUTION, PERFORMANCE, AND ENFORCEMENT OF THIS AGREEMENT OR ANY
OTHER AGREEMENT ENTERED INTO IN CONNECTION HEREWITH AND FOR ANY COUNTERCLAIM WITH
RESPECT THERETO. EACH OF THE PARTIES HERETO (I) 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 ANY ACTION, SEEK TO ENFORCE THE FOREGOING WAIVER AND (II)
ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THIS
AGREEMENT OR THE MERGER, AMONG OTHER THINGS, BY THE MUTUAL WAIVERS AND CERTIFICATIONS
IN THIS Section 9.3.
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iv.Notices
. All notices, requests, demands, waivers and other communications required or permitted to be given under this
Agreement to any party hereunder shall be in writing and deemed given upon (a) personal delivery, (b) confirmed delivery by a
standard overnight carrier or when delivered by hand, or (c) when mailed in the United States by certified or registered mail,
postage prepaid, addressed at the following addresses (or at such other address for a party as shall be specified by notice given
hereunder) set forth on Schedule 1.
v.Headings
. The headings contained in this Agreement are inserted for convenience only and shall not be considered in interpreting
or construing any of the provisions contained in this Agreement.
vi.Fees and Expenses
. Except as otherwise specified in this Agreement or in the other Transaction Documents, each party hereto will bear its
own costs and expenses (including investment advisory and legal fees and expenses) incurred in connection with this Agreement
and the other Transaction Documents and the transactions contemplated hereby and thereby.
vii.Entire Agreement
. This Agreement (including the schedules hereto), the other Transaction Documents and the Confidentiality Agreement
together constitute the entire agreement among the parties hereto with respect to the subject matter of this Agreement and the
other Transaction Documents and supersede all prior agreements and understandings between the parties with respect to such
subject matter.
viii.Interpretation
. When a reference is made to an Article, Section or Schedule, such reference shall be to an Article, Section or Schedule
of or to this Agreement unless otherwise indicated. Whenever the words “include”, “includes” or “including” are used in this
Agreement, they shall be deemed to be followed by the words “without limitation.” The word “Agreement,” means this
Agreement as amended or supplemented, together with all Schedules attached or incorporated by reference, and the words
“hereof,” “herein,” “hereto,” “hereunder” and other words of similar import shall refer to this Agreement. The references to “$”
shall be to United States dollars. Whenever in Article III of this Agreement indicates that the Seller or the Company have “made
available” any document to Buyer, such statement is to be deemed to be a statement that such document was (i) delivered to
Buyer with acknowledged written receipt thereof or (ii) made available for viewing online on the electronic data site maintained
by or for the Company at least two (2) Business Days prior to the date of this Agreement.
ix.Disclosure Schedule
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. The Disclosure Schedule and the information and disclosures contained therein relate to and qualify certain of the
representations, warranties, covenants and obligations made by the Company in this Agreement and shall not be construed or
otherwise deemed to constitute, any representation, warranty, covenant or obligation of the Company or any other Person except
to the extent explicitly provided in this Agreement and shall not be deemed to expand in any way the scope or effect of any of
such representations, warranties, covenants or obligations. No reference to or disclosure of any item or other matter in the
Disclosure Schedule shall be construed as an admission or indication, in and of itself, that such item represents a material
exception or material fact, event or circumstance, that such item has had or would reasonably be expected to have a Material
Adverse Effect, or that such item or other matter is required to be referred to or disclosed in the Disclosure Schedule. Such
additional matters are set forth for informational purposes only and shall be deemed exceptions to the applicable representation,
warranty, covenant or obligation, as applicable. No reference in the Disclosure Schedule to any agreement or document, in and of
itself, shall be construed as an admission or indication that such agreement or document is enforceable or currently in effect or
that there are any obligations remaining to be performed or any rights that may be exercised under such agreement or document.
No disclosure in the Disclosure Schedule relating to any possible breach or violation of, or non-compliance with, any agreement,
law or regulation, in and of itself, shall be construed as an admission or indication that any such breach, violation or noncompliance exists or has actually occurred, and nothing in the Disclosure Schedule shall constitute an admission of any liability
or obligation of any Person to any other Person or shall confer or give any third party any remedy, claim, liability, reimbursement,
cause of action or any other right whatsoever. The Disclosure Schedule is arranged in sections corresponding to the Sections in
this Agreement and any items or matters set forth in one section or subsection of the Disclosure Schedule shall be deemed to
apply to and qualify the Section or subsection of this Agreement to which it corresponds and each other Section or subsection of
this Agreement to the extent the relevance of such items or matters to such other Section or subsection of this Agreement is
reasonably apparent. The inclusion of any cross-references to any section or subsection of the Disclosure Schedule, or the failure
to include such cross-references, shall not be deemed to mean that the relevance of any disclosure is not reasonably apparent for
the purposes of the immediately preceding sentence. The headings contained in the Disclosure Schedule are included for
convenience and reference only, and are not intended to limit the effect of the disclosures contained in the Disclosure Schedule or
to expand, modify or influence the scope of the information required to be disclosed in the Disclosure Schedule or the
interpretation of this Agreement.
x.Waiver and Amendment
. Any of the provisions of this Agreement may be waived in writing at any time prior to the Closing by Buyer or by Seller,
and any of the provisions of this Agreement may be amended at any time by the mutual written agreement of Buyer, the
Company and Seller. No failure or delay of any party to exercise any right or remedy given such party under this Agreement or
otherwise available to such party or to insist upon strict compliance by any other party with its obligations hereunder, and no
custom or practice of the parties in variance with the terms hereof,
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shall constitute a waiver of any party’s right to demand exact compliance with the terms hereof, unless such waiver is set forth in
writing and executed by such party.
xi.Counterparts; Facsimile or Electronic Signatures
. This Agreement may be executed in any number of counterparts, each of which when executed, shall be deemed to be an
original and all of which together will be deemed to be one and the same instrument binding upon all of the parties hereto
notwithstanding the fact that all parties are not signatory to the original or the same counterpart. For purposes of this Agreement,
facsimile signatures and electronically delivered signatures shall be deemed originals.
xii.Third-Party Beneficiaries
. Except as provided in Section 6.3 and ARTICLE VIII, (a) Buyer, on the one hand, and the Company and Seller, on the
other hand, hereby agree that their respective representations, warranties and covenants set forth herein are solely for the benefit
of the other parties hereto, in accordance with and subject to the terms of this Agreement, and (b) this Agreement is not intended
to, and does not, confer upon any Person other than the parties hereto any rights or remedies hereunder, including the right to rely
upon the representations and warranties set forth herein.
xiii.Further Assurances
. Subject to the terms and conditions of this Agreement, prior to and after the Closing Date, each party shall prepare,
execute and deliver, at the preparer’s expense, such further instruments and shall use its commercially reasonable efforts to take
or cause to be taken such other further action, as any party shall reasonably request of any other party at any time or from time to
time in order to consummate, in any other manner, the terms and provisions of this Agreement.
xiv.Severability
. If any provision of this Agreement or the application of any such provision to any Person or circumstance shall be held
invalid, illegal or unenforceable in any respect by a court of competent jurisdiction, such invalidity, illegality or unenforceability
shall not affect any other provision hereof. Any invalid or unenforceable provision shall be replaced by Buyer and Seller with a
valid provision which most closely approximates the intent and economic effect of the invalid or unenforceable provision.
xv.Specific Performance
. The parties acknowledge and agree that irreparable damage would occur in the event that any of the provisions of this
Agreement were not performed in accordance with their specific terms or were otherwise breached. It is accordingly agreed that
the parties hereto shall be entitled to an injunction or injunctions to prevent breaches or threatened breaches of this Agreement
and to specifically enforce the terms and provisions of this Agreement and any other
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agreement or instrument executed in connection herewith or contemplated hereby, and the parties agree that specific performance
is the remedy intended by the parties for any such breaches or threatened breaches. The parties agree that they shall not object to,
or take any position inconsistent with respect to, whether in a court of law or otherwise, the appropriateness of specific
performance as a remedy for breaching this Agreement. The parties further agree that by seeking the remedies provided for in
this Section 9.15, a party shall not in any respect waive, restrict or limit its right to seek any other form of relief that may be
available to a party under this Agreement, including monetary damages.
xvi.Representation
. Buyer agrees, on its own behalf and on behalf of each of its directors, officers, managers, employees and Affiliates, that,
following the Closing, Firm may serve as counsel to Seller and its Affiliates in connection with any matters related to this
Agreement and the contemplated transactions, including any litigation, claim or obligation arising out of or relating to this
Agreement or the contemplated transactions notwithstanding any representation by Firm prior to the Closing Date of the
Company. Buyer and the Company hereby (a) waive any claim they have or may have that Firm has a conflict of interest or is
otherwise prohibited from engaging in such representation and (b) agree that, in the event that a dispute arises either before or
after the Closing between Buyer and Seller or any of their respective Affiliates, Firm may represent Seller or any of its respective
Affiliates in such dispute even though the interests of such Person(s) may be directly adverse to Buyer or the Company and even
though Firm may have represented the Company in a matter substantially related to such dispute. Buyer and the Company also
further agree that, as to all communications prior to Closing among Firm and the Company, Seller or their Affiliates and
representatives, to the extent directly related to the transactions contemplated hereby, the attorney-client privilege and the
expectation of client confidence belongs to Seller and may be controlled by Seller and shall not pass to or be claimed by Buyer or
the Company. Notwithstanding the foregoing, in the event that a dispute arises between Buyer, the Company and a third party
other than a party to this Agreement after the Closing, the Company may assert the attorney-client privilege to prevent disclosure
of confidential communications by Firm to such third party; provided, however, that the Company may not waive such privilege
without the prior written consent of Seller.
[Remainder of page intentionally left blank.]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed the day and year first above
written.
NATIONAL MEDTRANS, LLC
By: /s/ BRADLEY K. ANDERSON
Name: Bradley K. Anderson
Title: Vice President

[Signature page to Equity Purchase Agreement]

SPECIALTY BENEFITS, LLC
By: /s/ JAMES BEDARD
Name: James Bedard
Title: VP Finance

[Signature page to Equity Purchase Agreement]

LOGISTICARE SOLUTIONS, LLC:
By: /s/ KATHRYN STALMACK
Name: Kathryn Stalmack
Title: Senior Vice President, General
Counsel & Secretary

[Signature page to Equity Purchase Agreement]

Exhibit 31.1
CERTIFICATIONS
I, Daniel E. Greenleaf, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of The Providence Service Corporation;
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 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:
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 that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer 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: August 6, 2020
/s/ Daniel E. Greenleaf
Daniel E. Greenleaf
Chief Executive Officer
(Principal Executive Officer)

Exhibit 31.2
CERTIFICATIONS
I, Kevin Dotts, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of The Providence Service Corporation;
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 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:
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 that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer 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: August 6, 2020
/s/ Kevin Dotts
Kevin Dotts
Chief Financial Officer
(Principal Financial Officer)

Exhibit 32.1
THE PROVIDENCE SERVICE CORPORATION
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to Section 1350 of Chapter 63 of Title 18 of the United States Code, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002, the undersigned officer of The Providence Service Corporation (the “Company”) does hereby certify with respect to the Quarterly Report of the
Company on Form 10-Q for the quarter ended June 30, 2020 (the “Report”) that, to the best of such officer’s knowledge:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
Date: August 6, 2020

/s/ Daniel E. Greenleaf
Daniel E. Greenleaf
Chief Executive Officer
(Principal Executive Officer)

Exhibit 32.2
THE PROVIDENCE SERVICE CORPORATION
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to Section 1350 of Chapter 63 of Title 18 of the United States Code, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002, the undersigned officer of The Providence Service Corporation (the “Company”) does hereby certify with respect to the Quarterly Report of the
Company on Form 10-Q for the quarter ended June 30, 2020 (the “Report”) that, to the best of such officer’s knowledge:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
Date: August 6, 2020

/s/ Kevin Dotts
Kevin Dotts
Chief Financial Officer
(Principal Financial Officer)

