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Our operations and financial results are subject to various risks and uncertainties that could adversely affect our business. You
should consider carefully the risks and uncertainties described below before deciding to invest in our €Cemmerr-common Steek
stock , in addition to other information contained in this Annual Report on Form 10- K, including our consolidated financial
statements and related notes and" Management' s Discussion and Analysis of Financial Condition and Results of Operations."
The following risks and uncertainties are not the only ones we face. Additional risks and uncertainties that we are unaware of, or
that we currently believe are not material, may also become important factors that adversely affect our business. If any of the
following risks or others not specified below materialize, our business, financial condition and results of operations could be
materially and adversely affected. In that case, the trading price of our €ommen-common Steekstock could decline. The risks
discussed below also include forward- looking statements, and our actual results may differ substantially from those discussed in
these forward- looking statements. See “ Cautionary Note Regarding Forward- Looking Statements. ” Risk Factor Summary We
are providing the following summary of the risk factors contained in our Form 10- K to enhance the readability and usefulness
of our risk factor disclosures. This summary should be read in conjunction with the full risk factors contained in this Form 10- K
and should not be relied upon as an exhaustive summary of the material risks facing our business. The order of presentation is
not necessarily indicative of the level of risk that each factor poses to us. * Our liquidity position raises substantial doubt about
our ability to continue as a going concern; * If we fail to comply with covenants related to our debt agreement or our Series A
Senior Preferred Stock, it could result in the acceleration of some or all of our debt and preferred stock obligations; * We depend
upon reimbursement by governmental payors through Medicare and Medicaid; « Growth in Medicaid expenditures is not
anticipated; * Payments we receive from Medicare and Medicaid are subject to potential retroactive reduction; * We depend
upon reimbursement by third- party payors; « Payments from workers’ compensation payors may be reduced or eliminated; *
Our payor contracts are subject to renegotiation or termination; * Billing disputes with third- party payors may decrease
realized revenue and may lead to requests for recoupment of past amounts pa1d° . We are qubject to rlSk% aqsomated with
public health crises and epidemics / pandemlcs R b d-to :

dlqasterq pandemm and other Catastrophlc events; ® We are subject to increases in cost inflation and risks related to a potential
recession; « We operate in a competitive industry; « We may not be able to attract or retain clinical or corporate talent; * We
may be unable to use our net operating loss carryforwards to offset future taxable income ; « Rapid technologlcal change eur
tdustrypresents us with significant risks and challenges; « We may be unable to maintain hlgh levels of service and patient
satisfaction; « Our current locations may become unattractive and attractive new locations may not be available for a reasonable
price, if at all; * We may incur closure costs and losses; * Our ability to generate revenue is hlghly sensitive to the strength of
the economies, demographlcs and populatlon% of the local communities that we serve %

W ated; » Our financial results could
vary qlgnlﬁcantly from quarter to quarter and are difficult to predlct . As participants in Medlcare and Medicaid programs, we
are subject to various governmental laws and regulations; « An adverse inspection, review, audit or investigation could result in
fines, penalties and other sanctions, including license revocation or exclusion from participation in the Medicare or Medicaid
programs or one or more managed care payor networks; « Qur systems infrastructure may not adequately support our
operations; ® The issuance of additional equity securities in the future would result in dilution to existing holders of our
Commen-common Steelestock ; © We may issue debt or debt securities convertible into equity securities that are senior to our
Cemmen-common Steelestock as to distributions or in liquidation;  Future issuances of our €emmen-common Steekstock or
securities convertible into or exchangeable for our Eemmen-common Steek-stock , as well as sales of our Eemmen-common
Steelestock in the public markets, or the perception of such issuances or sales, could depress the trading price of our €Cemmer
common Steekstock ; « The price and volume of our €Commen-common Steekstock have been volatile and fluctuates
substantially; « We may be subject to seetnrtttestitigation-legal proceedings , which is expensive and could divert management
attention; * The requirements of being a public company may strain our resources, divert management’ s attention and affect our
ability to attract and retain qualified members of our Board of Directors; ¢ If we fail to maintain an effective system of internal
controls, we may not be able to accurately report our financial results or prevent fraud which could subject us to regulatory
sanctions, harm our business and operating results and cause the trading price of our Cemmen-common Steekstock to decline;
¢ Our efforts to regain compliance and continue operating as an N'Y SE- listed public company involve continued significant
costs and devotion of substantial management time, and may ultimately not be successful; and ¢ Inaccurate or unfavorable
analyst research reports or reduced analyst coverage could adversely affect our stock price and trading volume. Risks Relating to
Liquidity Our liquidity position raises substantial doubt about our ability to continue as a going concern. The Company has
negative operating cash flows, operating losses and net losses . These results are, in the-part, due to our current capital
structure year—Based-on-eurrenthquidity-and trends experienced by projeeted-eashuser-the Company anttetpates-violation-in
recent years including a tight labor market for available physical therapy and other healthcare providers in the
workforce, visit volume softness, decreases in rate per visit and increases in interest costs. If results of operations in the
coming twelve months do not improve relative to the previous twelve months, the Company is at risk of insufficient
funding to meet its $360-millierrobligations as they become due as well as non- comphance with its minimum 11qu1d1ty
financial covenant under its 2022 Credit Agreement 0 v 6
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l'or the peﬂed-perlods ended December 31 2023 ﬂﬁ—defatrl-t—eﬁ—etﬂeeﬁal-tgat-reﬂs-&ﬁd-an—and 2022 acecleration-ofour

W ve-a-a se-mpaet-onour-business-, finanetal-these eondition-conditions ;
festl-l-ts—e-ﬁeperaﬁeﬁs—and eash—ﬂews—&nd—ﬁmf—le&d—te-cx ents contlnue to raise substantial doubt about ineluding-bankruptey;
reerganizationrorinsolveney—OnMarelh15-2023;the Company entered-nte-' s ability to continue as a Fransaetion-Support

Agreement(going concern. In response to the-these “FSA)-with-eertairof-conditions, management plans included
refinancing the Company' s debt under its firsttentendersunderthe-2022 Credit Agreement {the" FirstEtentenders"y-and

improving operating results and cash flows. On June 15 , 2023, the administrative-agent-Company completed a debt
restructuring transaction under the-its 2022 Credit Agreement including: (i) a delayed draw new money financing in an
aggregate principal amount of $ 25. 0 million , comprised of (A) second lien paid- in- kind (" PIK") convertible notes
(the “ 2L Notes ) and (B) shares of Series B Preferred Stock (the'" Series B Preferred Stock'), which will provide the
holder thereof with voting rights such that the holders thereof will have the right to vote on an as- converted basis, (ii)
the exchange of $ 100. 0 million of the aggregate principal amount of the term loans under the 2022 Credit Agreement
held by certain ofthe hol(lus of'its Series A Senior Plc[uled Sloel\ (l he" Preferred Equnvho ders") for 2L Notes and Series B

d-the-Preferred Stocquﬁrtyhe-lders—t-heﬁ

e-Pt-he—other changes -t-hreshe-lds—&ppl-teab-}e—lo lhe terms of ﬁﬁmﬁaﬂm—hqtﬂd-rty—ﬁﬂarmal—eeveﬁaﬂt—tmder—lhe 2022 Credit
Agreement for-eertaitrpertods-, including modifications (—w)—a—warveﬁ)l the reqﬁrreﬂ&eﬂt—te-eempl-y—wﬁh—the—Seeured—Ne’f
LeverageRatio-financial eevenant-covenants thereunder unde et he-fiseal-quarters-ending
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going concern qﬂa-l-rﬁeat-teﬁs—fer—explanatory paragraph Holders of the 2IL Notes w1ll also receive addltlonal 2L Notes
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31, %92—2—2023 (—relatlve to the same perlod in the prlor year. A contmued 1mprovement in business results is necessary as
there remains a risk that the Company may fail to meet its minimum liquidity covenant or be unable to fund anticipated
cash requlrements and obhgatlons as t-he—they become due i in the future LGreelrrt—ﬁrg-reemeﬂt—Ferlaveaﬂamee%— The P&rt:tes—

: -8 approval-by Company S steekhe}defs-plan is
to contmue its efforts toi 1mprove its operatmg results and cash ﬂow through increases to clinical staffing levels,
improvements in clinician productivity, controlling costs and capital expenditures and increases in patient visit volumes,
referrals and rate per visit . There 1s-can be no assurance that the Company' s plan transaetions-eontemplated-by-the-FSA
will be eensummated-successful in any of these respects. If the Company' s plan does not result in improvement in these
aspects in future periods that results in sufficient cash flow from operations, the Company will need to consider other
alternatives, such as raising additional financing, obtaining funds from other sources, disposal of assets, or pursuing
other strategic alternatives to improve its business, results of operations and financial condition. There can be no
assurance that the Company will be successful in accessing such alternative options or financing if or when needed.
Failure to do so could have a material adverse impact on the-terms-our business, financial condition, results of operations
and cash flows, and may lead to events including bankruptcy, reorganization or insolvency. Management plans have not
been fully implemented and, as deseribed-above;oira timely-basis-erat-attresult, the Company has concluded that
management' s plans do not alleviate substantial doubt about the Company' s ability to continue as a going concern . We
may be unable to generate sufficient cash and may be required to take other actions, which may not be successful, to satisfy our
obligations. To the extent our operating cash flows, together with our cash on hand and access to our revolving credit facility,
become insufficient to cover our liquidity and capital requirements, including funds for any future acquisitions and other
corporate transactions, we may be required to seek third- party financing or an alternative liquidity or capital transaction. There
can be no assurance that we would be able to obtain any required financing, or complete an alternative liquidity or capital
transaction, on a timely basis or at all. Further, lenders and other financial institutions could require us to agree to more
restrictive covenants, grant liens on our assets as collateral and / or accept other terms that are not commercially beneficial to us
in order to obtain financing. Such terms could further restrict our operations and exacerbate any impact on our results of
operations and liquidity. We have outstanding indebtedness and may incur additional debt in the future. We have outstanding
indebtedness that could have detrimental consequences on our ability to obtain additional debt or other financing as needed for
working capital, acquisition costs, other capital expenditures or general corporate purposes. We cannot be certain that cash flow
from operations will be sufficient to allow us to pay principal and interest on the debt, support operations and meet other
obligations. If we do not have the resources to meet our obligations, we may be required to refinance all or part of our
outstanding debt, sell assets or borrow more money. We may not be able to do so on acceptable terms, in a timely manner, or at
all. If we are unable to refinance our debt on acceptable terms, we may be forced to dispose of our assets on disadvantageous
terms, potentially resulting in losses. Defaults under our debt agreement could have a material adverse effect on our business,
prospects, liquidity, financial condition or results of operations. Certain of our borrowings and other obligations are based upon
variable rates of interest, which could result in higher expense in the event of increases in interest rates. Borrowings under the
2022 Credit Agreement are subject to variable rates of interest and subject us to interest rate risk. During 2023 and 2022, a rising
interest rate environment was observed and interest rates may continue to rise again in the future. Such increases in interest rates
would increase interest payment obligations under the 2022 Credit Agreement and could have a negative effect on our cash flow
and / or financial condition. At times, we have sought to reduce our exposure to interest rate fluctuations by entering into interest
rate hedging arrangements. However, any hedging arrangements we enter into may not fully mitigate our interest rate risk, may
prove disadvantageous or may create additional risks. Our outstanding indebtedness and our Series A Senior Preferred Stock
contains covenants that may limit certain operating and financial decisions. Non- compliance with these covenants may result in
the acceleration of our indebtedness which could lead to bankruptcy, reorganization or insolvency. Our 2022 eredit-Credit
agreement-Agreement contains restrictive and financial covenants, and the Certificate of Designation for our Series A Senior
Preferred Stock contains provisions that impose significant operating and financial restrictions that may limit our ability to take
actions that may be in our long- term best interest. Our 2022 eredit-Credit agreement-Agreement contains customary
representations and warranties, events of default, reporting and other affirmative covenants and negative covenants including,
but not limited to, requirements related to the delivery of independent audit reports without certain going concern qualifications,
limitations on indebtedness, liens, investments, negative pledges, dividends, junior debt payments, fundamental changes and
asset sales and affiliate transactions . The Second Lien Note Purchase Agreement includes affirmative and negative
covenants (other than financial covenants) that are substantially consistent with the 2022 Credit Agreement, as well as
customary events of default. Based on the terms of the 2023 Debt Restructuring, the Company is temporarily relieved
from the requirements related to the delivery of independent audit reports without a going concern explanatory
paragraph . The financial covenants also require us to maintain minimum liquidity or a secured net leverage ratio as of each
fiscal quarter end, which we may be unable to meet. In addition, the Certificate of Designation for our Series A Senior Preferred
Stock contains provisions that may likewise impose significant operating and financial restrictions on our business. If an Event
of Noncompliance (as defined in the Certificate of Designation) occurs, then the holders of a majority of the then outstanding
shares of Series A Senior Preferred Stock (but excluding any shares of Series A Senior Preferred Stock then held by Advent
International Corporation or its controlled affiliates) (the * Majority Holders ”’) have the right to demand that the Company
engage in a sale / refinancing process for the Series A Senior Preferred Stock. Failure to comply with our debt2022 Credit
agreement-Agreement , Second Lien Note Purchase Agreement or the Certificate of Designation er-for our Series A Senior




Preferred Stock could have a material adverse effect on our business, prospects, liquidity, financial condition or results of
operation. If we are unable to cure covenant defaults within any applicable grace periods or obtain waivers or acceptable
refinancing, such defaults could result in the acceleration of some or all of our indebtedness, which could lead to bankruptcy,
reorganization or insolvency. Risks Relating to our Business and Industry We depend upon governmental payors through
Medicare and Medicaid reimbursement and decreases in Medicare reimbursement rates may adversely affect our financial
results. A significant portion of our net patient revenue is derived from governmental third- party payors. In 2622-2023 ,
approximately 24-23 . 2 % of our net patient revenue was derived from Medicare and Medicaid. In recent years, through
legislative and regulatory actions, the federal government has made substantial changes to various payment systems under the
Medicare program. Additional reforms or other changes to these payment systems may be proposed or adopted, either by the U.
S. Congress (“ Congress 7) or by the Centers-forMedieare-&Medieatd-Serviees(~CMS 2y, including bundled payments,
outcomes- based payment methodologies and a shift away from traditional fee- for- service reimbursement. If revised
regulations are adopted, the availability, methods and rates of Medicare reimbursements for services of the type furnished at our
facilities could change. Some of these changes and proposed changes could adversely affect our business strategy, operations
and financial results. The Medicare program reimburses outpatient rehabilitation providers based on the MediearePhystetanFee
Sehedute(-MPFES 2. In recent years Begmﬂmg—m%aﬂttafy—ZGQ—l— the physmal therapy 1ndustry has observed a—feéueﬁeﬁ
reductions of Medicare reimbursement rates efap W v

Beginning in January 2022, the physical therapy industry observed a reductlon of Medicare relmbursement rates of
approximately 0. 75 %, as well as a 15 % decrease in payments for services performed by physical therapy assistants.
Additionally, a-fartherreduetion-throngh-resaming-scquestration was-pestponed—Sequestrationreductions resumed at 1 % after
March 31, 2022, and by an additional 1 % after June 30, 2022, which resulted in an overall reduction of 2 % in reimbursement
rates related to sequestration after June 30, 2022. In July 2022, the CMS released its proposed 2023 MPFS which called for an
approximate 4. 5 % reduction in the calendar year 2023 conversion factor. In December 2022, the Consolidated Appropriations
Act (2023) was signed into law. The Consolidated Appropriations Act (2023) provides partial relief related to Medicare cuts
including 2. 5 % relief in 2023 and 1. 25 % relief in 2024. As a result, the reimbursement rate reduction beginning in January
2023 was approximately 2. 0 % . In November 2023, the CMS released its final 2024 MPFS. The final fee schedule called
for an approximate 3. 4 % reduction in the calendar year 2024 conversion factor which led to further reductions in
reimbursement rates beginning in 2024, unless these reductions are otherwise mitigated through a Congressional
measure . Statutes, regulations and payment rules governing the delivery of therapy services to Medicare and Medicaid
beneficiaries are complex and subject to interpretation. Compliance with such laws and regulations requires significant expense
and management attention and can be subject to future government review and interpretation, as well as significant regulatory
actions, including fines, penalties and exclusion from the Medicare and Medicaid programs if we are found to be in non-
compliance. Any required actions to return to compliance, or any challenges to such regulatory actions, could be costly and time
consuming and may not result in a favorable reversal of any such fines, penalties or exclusions. Given the history of frequent
revisions to the Medicare and Medicaid programs and their complexity, reimbursement rates and rules, we may not continue to
receive reimbursement rates from Medicare or Medicaid that sufficiently compensate us for services or, in some instances, cover
operating costs. Limits on reimbursement rates or the scope of services being reimbursed could have a material adverse effect on
our revenue, financial condition and results of operations. Additionally, any delay or default by the federal or state governments
in making Medicare or Medicaid reimbursement payments could materially and adversely affect our business, financial
condition and results of operations. We anticipate the federal and state governments to continue their efforts to contain growth in
Medicaid expenditures, which could adversely affect our revenue and profitability. Medicaid spending has increased rapidly in
recent years, becoming a significant component of state budgets. This, combined with slower state revenue growth, has led the
federal government and many states to institute measures aimed at controlling the growth of Medicaid spending, and in some
instances reducing aggregate Medicaid spending. We expect these state and federal efforts to continue for the foreseeable future.
Furthermore, not all of the states in which we operate have elected to expand Medicaid as part of federal healthcare reform
legislation. There can be no assurance that the program, on the current terms or otherwise, will continue for any particular
period of time beyond the foreseeable future. Historically, state budget pressures have translated into reductions in state
spending. In addition, an economic downturn, coupled with sustained unemployment, may also impact the number of enrollees
in managed care programs as well as the profitability of managed care companies, which could result in reduced reimbursement
rates. If Medicaid reimbursement rates are reduced or fail to increase as quickly as our costs, or if there are changes in the rules
governing the Medicaid program that are disadvantageous to our business, our business and results of operations could be
materially and adversely affected. Payments we receive from Medicare and Medicaid are subject to potential retroactive
reduction. Payments we receive from Medicare and Medicaid can be retroactively adjusted during the claims settlement process
or as a result of post- payment audits. Payors may disallow our requests for reimbursement, or recoup amounts previously
reimbursed, based on determinations by the payors or their third- party audit contractors that certain costs are not reimbursable
because the documentation provided was inadequate or because certain services were not covered or were deemed medically
unnecessary. Significant adjustments, recoupments or repayments of our Medicare or Medicaid revenue, and the costs associated
with complying with audits and investigations by regulatory and governmental authorities, could adversely affect our financial
condition and results of operations. Additionally, from time to time we become aware, either based on information provided by
third- parties and / or the results of internal reviews, of payments from payor sources that were either wholly or partially in
excess of the amount that we should have been paid for the services provided. We are also subject to regular post- payment
inquiries, investigations and audits of the claims we submit to Medicare and Medicaid for payment for our services. These post-
payment reviews have increased as a result of government cost- containment initiatives. Overpayments may result from a variety
of factors, including insufficient documentation to support the services rendered or the medical necessity of such services, or




other failures to document the satisfaction of the necessary conditions of payment. We are required by law in most instances to
refund the full amount of the overpayment after becoming aware of it, and failure to do so within requisite time limits imposed
by applicable law could lead to significant fines and penalties being imposed on us. Furthermore, initial billing of and payments
for services that are unsupported by the requisite documentation and satisfaction of any other conditions of payment, regardless
of our awareness of the failure at the time of the billing or payment, could expose us to significant fines and penalties. We and /
or certain of our operating companies could also be subject to exclusion from participation in the Medicare or Medicaid
programs in some circumstances, in addition to any monetary or other fines, penalties or sanctions that we may incur under
applicable federal and / or state law. Our repayment of any overpayments, as well as any related fines, penalties or other
sanctions that we may be subject to, and any costs incurred in responding to requests for records or pursuing the reversal of
payment denials, could be significant and could have a material and adverse effect on our results of operations and financial
condition. From time to time we are also involved in various external governmental investigations, subpoenas, audits and
reviews, including in connection with our claims for reimbursement and associated payments. Reviews, audits and
investigations of this sort can lead to governmental subpoenas or other actions, which can result in the assessment of damages,
civil or criminal fines or penalties, or other sanctions, including restrictions or changes in the way we conduct business, loss of
licensure or exclusion from participation in government programs. Failure to comply with applicable laws, regulations and rules
could have a material and adverse effect on our results of operations and financial condition. Furthermore, becoming subject to
these governmental subpoenas, investigations, audits and reviews can require us to incur significant legal and document
production expenses as we cooperate with the governmental authorities, regardless of whether the particular investigation, audit
or review leads to the identification of underlying issues. We depend upon reimbursement by third- party payors. A significant
portion of our revenue is derived from third- party payors. In 28622-2023 , approximately 5758 . 6 % of our net patient revenue
was derived from commercial payors. These private third- party payors attempt to control healthcare costs by contracting with
healthcare providers to obtain services on a discounted basis. We believe that this trend may continue and may limit
reimbursement for healthcare services in the future. In addition, Company claims are closely scrutinized, and failure to submit
accurate and complete clinical documentation, including specific documentation by the service provider, could result in adverse
actions taken by the payor. Further, if insurers or managed care companies from whom we receive substantial payments were to
reduce the amounts they pay for services, our profit margins may decline, or we may lose patients if we choose not to renew our
contracts with these insurers at lower rates. In addition, in certain geographical areas, our clinics must be approved as providers
by key health maintenance organizations and preferred provider plans. Failure to obtain or maintain these approvals would
adversely affect our financial results. If payments from workers” compensation payors are reduced or eliminated, our revenue
and profitability could be adversely affected. In 2022-2023 , approximately 42-11 . 4-7 % of our net patient revenue was derived
from workers’ compensation payors. State workers” compensation laws and regulations vary and changes to state laws could
result in decreased reimbursement by third- party payors for physical therapy services, which could have an adverse impact on
our revenue. Further, payments received under certain workers’ compensation arrangements may be based on pre- determined
state fee schedules, which may be impacted by changes in state funding. Any modification to such schedules that reduces our
ability to receive payments from workers’ compensation payors could be significant and could have a material adverse effect on
our results of operations and financial condition. We may continue to experience unfavorable changes in rates and payor and
service mix shifts toward lower reimbursing payor classes as opposed to higher reimbursing classes such as workers'
compensation and auto personal injury. These changes may reflect longer term trends in our markets. Adverse changes in payor
mix and / or payor rates are likely to adversely affect our results of operations in future periods, which effects may be material.
Our payor contracts are subject to renegotiation or termination, which could result in a decrease in our revenue or profits. The
majority of our payor contracts are subject to termination by either party. Such contracts are routinely amended (sometimes
through unilateral action by payors with respect to payment policies), renegotiated, subjected to bidding processes with our
competitors, or terminated altogether. Oftentimes in the renegotiation process, certain lines of business may not be renewed or a
payor may enlarge its provider network or otherwise change the way it conducts its business in a way that adversely impacts our
revenue. In other cases, a payor may reduce its provider network in exchange for lower payment rates. Our revenue from a payor
may also be adversely affected if the payor alters its utilization management expectations and / or administrative procedures for
payments and audits, changes its order of preference among the providers to which it refers business or imposes a third- party
administrator, network manager or other intermediary. Billing disputes with third- party payors may decrease realized
revenue and may lead to requests for recoupment of past amounts paid. From time to time, payors dispute our billing or
coding for services provided and we deal with requests for recoupment from third- party payors in the ordinary course
of business. Third- party payors may decide to deny payment or recoup payment for services that they contend to have
been not medically necessary, against their coverage determinations, or for which they have otherwise overpaid, and we
may be required to refund reimbursements already received. Claims for recoupment also require the time and attention
of our management and other key personnel, which can serve as a distraction from operating our business. If a third-
party payor successfully challenges a payment to us for prior services provided was in breach of contract or otherwise
contrary to policy or law, they may recoup payment, of which amounts could be significant and would impact our
operating results and financial condition. We may also decide to negotiate and settle with a third- party payor in order to
resolve an allegation of overpayment. In the past, we have negotiated and settled these types of claims with third- party
payors in order to avoid the costs of potential litigation. We may be required to resolve further disputes in the future. We
can provide no assurance that we will not receive similar claims for recoupment from other third- party payors in the
future. Any of these outcomes, including recoupment or reimbursements, could have a material and adverse effect on
our business, operating results, and financial condltlon. We are qubject to risks aqsomated with public health crises and
epidemics / pandemics, such as COVID- 19 fne ; . Our operations expose us to




risks associated with public health crises and epidemics / pdndemlcs Slth as the COVID- 19 pandemle tmt has—splead globally
stnee-beginning in carly 2020. The COVID- 19 pandemic ¢ artatnts-and-a : varts s-had ;and
may-eentinte-to-have;-a material and adverse impact on our opemnons including t-hfeug-h—lestrlctlons on the operation of
physical locations, petertiat-cancellations of physical therapy patient appointments, clinical staff unavailable to work due to
sickness or exposure and a decline in the scheduling of new or additional patient appointments. Due to these impacts and
measures, we have-experienced ;and-may-eontinteto-expertenee;significant and unpredictable reductions and cancellations of
patient visits. The spread of COVID- 19, and the related global, national and regional policy response kas-also led to disruption
and volatility in the global capital markets, which irereases-increased economic uncertainty and the cost of, and adversely
impacts access to, capital. The COVID- 19 pandemic kas-caused economic impacts with potentially extended duration, and
could directly or indirectly cause a global recession, continued elevated wage inflation, inflation in the cost of goods, services
and other operating inputs, changes in the market interest rate environment and other economic impacts. Fhe-Despite the World
Health Organization declaring an end to the global health emergency associated with the COVID- 19 pandemic has-in
May 2023 the full extent of its future tm-paefed——— 1mpact remalns unknown ﬂ%e—g-}eba-l—eeeﬂeﬂay—and dlfficult eaused-
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-rﬁteﬁded—te—&ddfess—the C OVID- 19 pdndemlc and any direct or indirect resulting impacts on our performance will depend
on certain developments , sueh—as—m&nda-teﬁ'—quaf&ﬂﬁﬂes—lncludlng the duration and spread of the virus and its newly
identified strains . effectiveness and adoption rates of vaeeine-vaccines mandates-and regular-testingrequirements-other
therapeutic remedies , eould-also-the potential for continued or reinstated restrictive policies enforced by federal, state
and local governments, and the lmpact ﬂ%e—w&rlabrl-rty—ot euremp’:eyees—the virus on or-our workforce ether-workers-or

s A v , all of which create uncertainty and
cannot afe—e*peefed—te-eeﬂﬁﬂue—te—be —neg&t—wel—y—mpae’fed-predlcted Whlle we expect the disruption caused by the
0 dnd resultlng impacts 24—4-%-in-the-guarters

020-a1d-D i o to dlmlnlsh over tlme,t-he

W W pandemic , or epldemlc could
cause any of the 1mpaets descnbed dboxe to recur or could cause other unpledlctable events, meludmé events that could impact
our ability to access funds from financial institutions and capital markets on terms favorable to us, or at all ;-and-there-eanbene




could have a material adverﬂe effect on our business, ﬁnanc1al Condmon results of operatlonq and ca%h ﬂows aﬁd—could cause
qlgmﬁcant Volatlhty in the tradmg prlceq of our securities —We—afe—Strbjeet—te- and may also helghten the other risks descrlbed

We are %ubj ect to increases in the cost inflation necessary for the provmon of our services and
we may not be able to fully offset this cost inflation on a timely basis or at all. Many of the components of our cost of services
are subject to price increases that are attributable to factors beyond our control, including but not limited to, costs of clinician
services and other professional services, contract labor, janitorial services, support staff services and clinic supplies. In the latter
part of 2021 and continuing in 2022 and 2023 , input costs have increased materially and at a historically high rate. The
pressures of input cost inflation may continue. To the extent we are unable to offset present and future input cost increases, our
operating results could be materially and adversely affected. We operate in a competitive industry, and if we are not able to
compete effectively, our business, financial condition and results of operations may be harmed. Current or potential patients
may seek competitive services in lieu of our services . We face competition from a range of entities, some of which have
superior resources or other competitive advantages . [ we are unable to compete successfully in the physical therapy
industry, our business, financial condition and results of operations could be materially adversely affected. The outpatient
physical therapy market is rapidly evolving and highly competitive, and subject to vertical integration. Such vertical integration
could reduce the market opportunity for our services. Competition may intensify in the future as existing competitors and new
entrants introduce new physical therapy services and platforms. We currently face competition from a range of companies,
including other incumbent providers of physical therapy consultation services, that are continuing to grow and enhance their
service offerings and develop more sophisticated and effective service platforms. In addition, since there are limited capital
expenditures required for providing physical therapy services, there are few financial barriers to enter the industry. Other
companies could enter the healthcare industry in the future and divert some or all of our business. Competition from specialized
physical therapy service providers, healthcare providers, hospital systems and other parties may result in continued pricing and
volume pressures, which would be likely to lead to price and volume declines in certain of our services, all of which could
negatively impact our sales, profitability and market share. Referrals and other methods of driving patient volumes are important
to our profitability. We have implemented and are implementing strategies to improve our level of referrals, and if these
measures are not successful, or if we are not able to successfully capture referrals or visit demand, it could lead to a decline in
patient volumes and revenues, which could negatively impact our profitability and market share. Some competitors may have
greater name recognition, longer operating histories and significantly greater resources than us. Further, our current or potential
competitors may be acquired by third- parties with greater available resources. As a result, our competitors may be able to
respond more quickly and effectively than us to new or changing opportunities, technologies, standards or client requirements
and may have the ability to initiate or withstand substantial price competition. In addition, current and potential competitors have
established, and may in the future establish, cooperative relationships with vendors of complementary products, technologies or
services to increase the availability of their services in the marketplace. Accordingly, new competitors or alliances may emerge
that have greater market share, a larger client base, more widely adopted proprietary technologies, greater marketing expertise,
greater financial resources or larger sales forces than ours, which could put us at a competitive disadvantage. Our competitors
could also be better positioned to serve certain geographies or segments of the physical therapy market, which could create
additional price and volume pressure. As we expand into new geographical areas, we may encounter competitors with stronger
relationships or recognition in the community in such new areas, which could give those competitors an advantage in obtaining
new patients or retaining existing ones. We also compete for physical therapists and , in recent years, we experienced elevated
levels of attrition relative to historical levels during-pertods-of262+-and-2622-, Wthh has had and may continue to have
adverse effects on our business, financial condition, results of operations, as well as our ability to open new clinics. We have
taken and are continuing to take actions to increase hiring, reduce attrition and optimize clinician hours based on available
workforce, but the impact of hiring and attrition has impacted overall profitability through wage inflation, greater benefits, and
increases in other employee costs, as well as required a higher use of contract labor in difficult to staff markets. These labor
market dynamics and level of competition are likely to continue. The ultimate impact on our business and industry remains



difficult to predict, but may have a material adverse impact on our results of operations, cash flows and financial condition.
Moreover, we expect that competition will continue to increase as a result of consolidation in the healthcare industry. Many
healthcare industry participants are consolidating to create integrated healthcare systems with greater market power, including,
in some cases, integrating physical therapy services with their core medical practices. As provider networks and managed care
organizations consolidate, thus decreasing the number of market participants, competition to provide services like ours may
become more intense, and the importance of establishing and maintaining relationships with key industry participants will
become greater. Rapid technological change #reurindustry-presents us with significant risks and challenges. The healthcare
market is characterized by rapid technological change, changing consumer requirements, short product lifecycles and evolving
industry standards. Our success will depend on our ability to enhance our brands with next- generation technologies and to
develop, acquire and market new services to access new consumer populations. Moreover, we may not be successful in
developing, using, selling or maintaining new technologies effectively or adapting solutions to evolving client requirements or
emerging industry standards, and, as a result, our business, financial condition and results of operations could be materially
adversely affected. In addition, we have limited insight into trends that might develop and later affect our business, and which
could lead to errors in our analysis of available data or in predicting and reacting to relevant business, legal and regulatory trends
and healthcare reform. Further, there can be no assurance that technological advances by one or more of our current or future
competitors will not result in our present or future solutions and services becoming uncompetitive or obsolete. If any of these
events occur, it could harm our business. Inability to maintain high levels of service and patient satisfaction could adversely
affect our business. Failure to retain and attract sufficient numbers of qualified personnel could strain our human resources
department and impede our growth or result in ineffective growth. In addition, if demand for our services increases, we need to
increase our patient services and other personnel, as well as our network of partners, to provide personalized patient service. If
we are not able to continue to provide high quality physical therapy services with high levels of patient satisfaction, our
reputation, as well as our business, results of operations and financial condition could be adversely affected. Our current
locations may become unattractive, and attractive new locations may not be available for a reasonable price, if at all, which
could adversely affect our business. The success of any of our clinics depends in substantial part on their locations. There can be
no assurance that the current locations will continue to be attractive as demographic patterns and trade areas change. For
example, neighborhood or economic conditions where our clinics are located could decline in the future, thus resulting in
potentially reduced patient visits. In addition, rising real estate prices in some areas may restrict our ability to lease new
desirable locations or increase the cost of operating in such locations. If desirable locations cannot be obtained at reasonable
prices, our ability to execute our growth strategies could be adversely affected, and we may be impacted by declines in patient
visits as a result of the deterioration of certain locations, each of which could materially and adversely affect our business and
results of operations. We may continue to close clinics and incur closure costs and losses. The competitive, economic or
reimbursement conditions in the markets in which we operate, in add1t10n to labor market conditions and hquldlty
cons1derat10ns may requlre us to reorganlze or close certaln CllIllCS ; ; sHara Ve

pteal-sts SESW i : yE —Any CllIllC closures,
reorganization or related bus1ness d1srupt10ns may have a material and adverse effect on our results of operations. In each of
fiscal yeat-years 2023 and 2022 and202+-, we closed or sold 40 and 23 clinics , respectively . In the event a clinic is
reorganized or closed, we may incur losses and closure costs, including, but not limited to, lease obligations, severance and
write- down or write- off of goodwill, intangible assets or other assets. We may determine to sell one or more of our clinics, and
any such divestiture could adversely affect our continuing business. We periodically evaluate our various businesses, services
lines and clinics and may, as a result, consider the divestiture, wind down or exit of one or more of those clinics. Divestitures
have inherent risks, including the inability to find potential buyers with favorable terms, the expense of selling the service line or
clinic, the possibility that any anticipated sale will be delayed or will not occur and the potential delay or failure to realize the
perceived strategic or financial merits of the divestment. Our ability to generate revenue is highly sensitive to the strength of the
economies in which we operate and the demographics and populations of the local communities that we serve. Our revenues
depend upon a number of factors, including, among others, the size and demographic characteristics of local populations and the
economic condition of the communities that our locations serve. In the case of an economic downturn in a market, the utilization
of physical therapy services by the local population of such market, and our resulting revenues and profitability in that market,
could be adversely affected. Our revenues could also be affected by negative trends in the general economy that affect consumer
spending, such as a recession or similar economic downturn. Furthermore, significant demographic changes in, or significant
outmigration from, the neighborhoods where our clinics are located could reduce the demand for our services, all of which
could materlally and adversely affect our bus1ness and results of operatlons ; ; peeted-g ; : ;

d- RlSkS Relatlng to Our Operatlons We depend upon the eultlvatlon
and maintenance of relatlonshlps W1th the phys101ans and other referral sources in our markets. Our success is partially
dependent upon referrals from physicians in the communities our clinics serve and our ability to maintain good relationships
with these physicians and other referral sources. Physicians referring patients to our clinics are free to refer their patients to other
therapy providers or to their own physician owned therapy practices. If we are unable to successfully cultivate and maintain
strong relationships with such physicians and other referral sources (including as a result of negative publicity (whether true or

not)), our business may be negatively impacted and our net revenues may decline. In addition, our relationships with referral



sources are subject to extensive laws and regulations, and if those relationships with referral sources are found to be in violation
of those requirements we may be subject to significant civil, criminal and / or administrative penalties, exclusion from
participation in government programs, such as Medicare and Medicaid, and / or reputational harm. The impacts of weather, Ve
ﬁper&te—eur—busmess—m—regieﬂs—swejeet—te—natural drsasters climate change and other catastrophic events may -and-any

i i i i3 v adversely affect our revente-revenues
and results of operations. We operate our busrness in regions that normally experlence snow and ice during the winter
months, and that are subject to severe weather and natural disasters, mcludmg hurricanes, floods ﬁres earthquakes and other
catastrophrc events. A s1gn1f1cant number : ; ; ;

states that are subject to perlodlc wmter storms Wt t 0 deliti t
Oetober2022-the-effeets-of Hurrieane-hurricanes }&n—and other severe storm systems whlch have negatrvely 1mpacted
eettatrrclinic operations in the pastseﬂt-heast—reg-teﬂ—e-f—t-he—U—S— Any natural disaster or impacts from climate change could
adversely affect our ability to conduct business and provide services to our customers, and the insurance we maintain may not be
adequate to cover losses resulting from any business interruption resulting from a natural disaster or other catastrophic event.
Future acquisitions may use significant resources, may be unsuccessful and could expose us to unforeseen liabilities. We have
historically acquired outpatient physical therapy clinics and it is an important part of our long- term growth strategy. Failure to
successfully identify and complete acquisitions would likely result in slower growth. Even if we are able to identify appropriate
acquisition targets, we may not be able to execute transactions on favorable terms or integrate targets in a manner that allows us
to fully realize the anticipated benefits of these acquisitions. Acquisitions may involve significant cash expenditures, potential
debt incurrence and operational losses, dilutive issuances of equity securities and expenses that could have an adverse effect on
our financial condition and results of operations. Acquisitions also involve numerous risks, including: ¢ the difficulty and
expense of integrating acquired personnel into our business; ¢ the diversion of management' s time from existing operations;
the potential loss of key employees of acquired companies and existing customers of the acquired companies that may not be
familiar with our brand or services; * the difficulty of assignment and / or procurement of managed care contractual
arrangements; and ¢ the assumption of the liabilities and exposure to unforeseen liabilities of acquired companies, including
liabilities for failure to comply with healthcare regulations. Failure of our third- party customer service and technical support
providers to adequately address customers’ requests could harm our business and adversely affect our financial results. Our
customers rely on our customer service support organization to resolve issues with our services. We outsource a portion of our
customer service and technical support activities to third- party service providers. We depend on these third- party customer
service and technical support representatives working on our behalf, and expect to continue to rely on third- parties in the future.
This strategy presents risks to the business due to the fact that we may not be able to influence the quality of support as directly
as we would be able to do if our own employees performed these activities. Our customers may react negatively to providing
information to, and receiving support from, third- party organizations, especially if these third- party organizations are based
overseas. If we encounter problems with our third- party customer service and technical support providers, our reputation may
be harmed, our ability to sell our services could be adversely affected, and we could lose customers and associated revenue. Our
systems infrastructure may not adequately support our operations. We believe our future success will depend in large part on
establishing an efficient and productive infermationteehnology(=IT Z)systems infrastructure that is able to provide operational
intelligence and support our platform. Our systems infrastructure is designed to address interoperability challenges across the
healthcare continuum and any failure of our systems infrastructure to identify efficiencies or productivity may impact the
execution of our strategies and have a significant impact on our business and operating results. Our inability to continue
improving our clinical systems and data infrastructure could impact our ability to perform and continue improving outcomes for
patients. Failure by us to maintain financial controls and processes over billing and collections or disputes with third- parties
could have a significant negative impact on our financial condition and results of operations. The collection of accounts
receivable requires constant focus and involvement by management, as well as ongoing enhancements of information systems
and billing center operating procedures. There can be no assurance that we will be able to improve upon or maintain our current
levels of collectability and days sales outstanding in future periods. Further, some of our patients or payors may experience
financial difficulties, or may otherwise fail to pay accounts receivable when due, resulting in increased write- offs. If we are
unable to properly bill and collect our accounts receivable, our financial condition and results of operations will be adversely
affected. In addition, from time to time we are involved in disputes with various parties, including our payors and their
intermediaries regarding their performance of various contractual or regulatory obligations. These disputes sometimes lead to
legal and other proceedings and cause us to incur costs or experience delays in collections, increases in our accounts receivable
or loss of revenue. In addition, in the event such disputes are not resolved in our favor or cause us to terminate our relationships
with such parties, there may be an adverse impact on our financial condition and results of operations. Legal and Regulatory
Risks Relating to Our Business Our operations are subject to extensive regulation. Our operations are subject to extensive
federal state and local government laws and regulatrons sueh—as—whlch may impact : - Medieare-facility and professional
vedies : 0 d abov '-conductfederal-a-nd-state—aﬁt-r-
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civil and Cnmlnal enforcement efforts by both federal and state government agencies relatmg to the healthcare industry, and
physical therapy providers, in particular, have been subject to increased enforcement. We believe we are in substantial
compliance with all laws, but differing interpretations or enforcement of these laws and regulations could subject our current
practices to allegations of impropriety or illegality or could require us to make changes in our methods of operations, facilities,
equipment, personnel, services and capital expenditure programs and increase our operating expenses. If we fail to comply with
these extensive laws and government regulations, we could become ineligible to receive government program reimbursement,
suffer civil or criminal penalties or be required to make significant changes to our operations. In addition, we could be forced to
expend considerable resources responding to an investigation or other enforcement action under these laws or regulations . For a
more complete description of certain of these laws and regulations, refer to" Governmental Regulations and
Supervision" within Part I, Item 1. Business . [n conducting our business, we are required to comply with applicable state
laws regarding fee- splitting and professional corporation laws. The laws of some states restrict or prohibit the *“ corporate
practice of medicine, ” meaning business corporations cannot provide medical services through the direct employment of
medical providers, or by exercising control over medical decisions by medical providers. In some states, such restrictions
explicitly apply to physical therapy services; in others, those restrictions have been interpreted to apply to physical therapy
services or are not fully developed. Specific restrictions with respect to enforcement of the corporate practice of medicine or
physical therapy vary from state to state and certain states in which we operate may present higher risk than others. Each state
has its own professional entity laws and unique requirements for entities that provide professional services. Further, states
impose varying requirements on the licenses that the stockholders, directors, officers, and professional employees of
professional corporations must possess. Many states also have laws that prohibit non- physical therapy entities, individuals or
providers from sharing in or splitting professional fees for patient care (““ fee- splitting ). Generally, these laws restrict business
arrangements that involve a physical therapist sharing professional fees with a referral source, but in some states, these laws
have been interpreted to extend to management agreements between physical therapists and business entities under some
circumstances. Such laws and regulations vary from state to state and are enforced by governmental, judicial, law enforcement
or regulatory authorities with broad discretion. Accordingly, we cannot be certain that our interpretation of certain laws and
regulations is correct with respect to how we have structured our operations, service agreements and other arrangements with
physical therapists in the states in which we operate. The enforcement environment in any state in which we operate could also
change, leading to increased enforcement of existing laws and regulations. If a court or governing body determines that we, or
the physical therapists whom we support, have violated any of the fee- splitting laws or regulations, or if new fee- splitting laws
or regulations are enacted, we or the physical therapists whom we support could be subject to civil or criminal penalties, our
contracts could be found legally invalid and unenforceable (in whole or in part), or we could be required to restructure our
contractual arrangements with our licensed providers of physical therapy (which may not be completed on a timely basis, if at
all, and may result in terms materially less favorable to us), all of which may have a material adverse effect on our business. We
face inspections, reviews, audits and investigations under federal and state government programs and payor contracts. These
audits could have adverse findings that may negatively affect our business, including our results of operations, liquidity,
financial condition and reputation. As a result of our participation in the Medicare and Medicaid programs, we are subject to
various governmental inspections, reviews, audits, subpoenas and investigations to verify our compliance with these programs
and applicable laws and regulations. Payors may also reserve the right to conduct audits. We also periodically conduct reviews
of our regulatory compliance. While our facilities intend to comply with the federal requirements for properly billing, coding
and documenting claims for reimbursement, there can be no assurance that these audits will determine that all applicable
requirements are fully met at the facilities that are reviewed. We may be subject to various external governmental
investigations, subpoenas, audits and reviews. Certain adverse governmental investigations, subpoenas, audits and
reviews may require us to refund amounts we have been paid and / or pay fines and penalties as a result of these
inspections, reviews, audits and investigations, which could have a material adverse effect on our business and operating



results. Furthermore, the legal, document production and other costs associated with complying with these inspections,
reviews, subpoenas, audits or investigations could be significant. An adverse inspection, review, audit or investigation could
result in: * refunding amounts we have been paid pursuant to the Medicare or Medicaid programs or from payors; ¢ state or
federal agencies imposing fines, penalties and other sanctions on us; ¢ temporary suspension of payment for new patients; ©
decertification or exclusion from participation in the Medicare or Medicaid programs or one or more payor networks; ¢ self-
disclosure of violations to applicable regulatory authorrtres . damage to our reputatron and loss of certarn rrghts under or
terrnlnatlon of, our contracts W1th payors y € govern artvestigations oy

facrhtles are subj ect to extensrve federal and state laws and regulatrons re1at1ng to the privacy of 1nd1v1dua11y 1dent1f1able
information. HIPAA required the Health and Human Services Department to adopt standards to protect the privacy and security
of individually identifiable health- related information. The privacy regulations extensively regulate the use and disclosure of
individually identifiable health- related information. The regulations also provide patients with significant rights related to
understanding and controlling how their health information is used or disclosed. The security regulations require healthcare
providers to implement administrative, physical and technical practrces to protect the securrty of 1nd1v1dua11y 1dent1f1able health
information that is maintained or transmitted electronically. Fh ; ; es
Health-Aet(“HITECH %), which was signed into law in 2009, enhanced the privacy, security and enforcernent provisions of
HIPAA by, among other things establishing security breach notification requirements, allowing enforcement of HIPAA by state
attorneys general and increasing penalties for HIPAA violations. Violations of HIPAA or HITECH could result in civil or
criminal penalties. In addition to HIPAA, there are numerous federal and state laws and regulations addressing patient and
consumer privacy concerns, including unauthorized access or theft of personal information. State statutes and regulations vary
from state to state. Lawsuits, including class actions and actions by state attorneys general, directed at companies that have
experienced a privacy or security breach also can occur. We have established policies and procedures in an effort to ensure
compliance with these privacy related requirements. However, if there is a breach of these privacy related requirements, we may
be subject to various penalties and damages and may be required to incur costs to mitigate the impact of the breach on affected
individuals. Our business may be adversely impacted by healthcare reform efforts, including repeal of or significant
modifications to the ACA. In recent years, Congress and certain state legislatures have considered and passed a number of laws
that are intended to result in significant changes to the healthcare industry. However, there is significant uncertainty regarding
the future of the Patient Protection and Affordable Care Act (“ ACA ), the most prominent of these reform efforts. The law has
been subject to legislative and regulatory changes and court challenges, and the prior presidential administration and certain
members of Congress have stated their intent to repeal or make additional significant changes to the ACA, its implementation or
its interpretation. In 2017, the Tax Cuts and Jobs Acts was enacted, which, effective January 1, 2019, among other things,
removed penalties for not complying with ACA’ s individual mandate to carry health insurance. Because the penalty associated
with the individual mandate was eliminated, a federal judge in Texas ruled in December 2018 that the entire ACA was
unconstitutional. On December 18, 2019, the Fifth Circuit U. S. Court of Appeals upheld the lower court’ s finding that the
individual mandate is unconstitutional and remanded the case back to the lower court to reconsider its earlier invalidation of the
full ACA. On March 2, 2020, the United States Supreme Court (the “ Supreme Court ) granted the petitions for writs of
certiorari to review this case and on June 17, 2021, the Supreme Court dismissed this case without specifically ruling on the
constitutionality of the ACA. These and other efforts to challenge, repeal or replace the ACA may result in reduced funding for
state Medicaid programs, lower numbers of insured individuals, and reduced coverage for insured individuals. There is
uncertainty regarding whether, when and how the ACA will be further changed or challenged, what alternative provisions, if
any, will be enacted, and the impact of alternative provisions on providers and other healthcare industry participants.
Government efforts to repeal or change the ACA or to implement alternative reform measures could cause our revenues to
decrease to the extent such legislation reduces Medicaid and / or Medicare reimbursement rates. Our failure to comply with
labor and employment laws could result in monetary fines and penalties. Worker health and safety ( ©SHA-Occupational
Safety and Health Administration and similar state and local agencies); family medical leave (the Family Medical Leave Act),
wage and hour laws and regulations, equal employment opportunity and non- discrimination requirements, among other laws
and regulations relating to employment, apply to us. Failure to comply with such laws and regulations could result in the
imposition of consent orders or civil and criminal penalties, including fines, which could damage our reputation and have an
adverse effect on our results of operations or financial condition. The regulatory framework for privacy issues is rapidly
evolving and future enactment of more restrictive laws, rules or regulations and / or future enforcement actions or investigations
could have a materially adverse impact on us through increased costs or restrictions on our business, and noncompliance could
result in regulatory penalties and significant legal liability. Fhete-is-We have been an-and inherentrisk-ofhability-may
continue to be involved in legal proceedings the-previstorrefhealtheare-serviees-; damage to our reputation or our failure to
adequately insure against losses, including from substantial claims and litigation, could have an adverse impact on our
operations, financial condition or prospects. From time to time, we are party to legal proceedings, governmental audits and
investigations that arise in the ordinary course of our business. There is an inherent risk of liability in the provision of healthcare
services. We are also subject to actual and potential claims, lawsuits and investigations outside of the ordinary course of
business. Refer to Note +8-17 - Commitments and Contingencies of our consolidated financial statements included in Part II,
Item 8 of this Form 10- K for examples of claims to which we are subject. Such claims, legal proceedings, governmental audits
and investigations may involve large claims and significant costs to defend. In such cases, coverage under our insurance




programs would not be adequate to protect us. Additionally, our insurance policies are subject to annual renewal and our
insurance premiums could be subject to material increases in the future. We cannot ensure that we will be able to maintain our
insurance on acceptable terms in the future, or at all. A successful claim in excess of, or not covered by, our insurance policies
could have a material adverse effect on our business, financial condition, results of operations, cash flow, capital resources and
liquidity. Even where our insurance is adequate to cover claims against us, damage to our reputation in the event of a judgment
against us, or continued increases in our insurance costs, could have an adverse effect on our business, financial condition,
results of operations, cash flow, capital resources, liquidity, or prospects. Risks Relating to Our Human Resources Our facilities
face competition for experienced physical therapists and other clinical providers and clinical staff that may increase labor costs
and reduce profitability. Our ability to retain and attract clinical talent is critical to our ability to provide high quality care to
patients and successfully cultivate and maintain strong relationships in the communities we serve. If we cannot recruit and
retain our base of experienced and clinically skilled therapists and other clinical providers, management and support personnel,
our business may decrease and our revenues may decline and / or operating margins may decrease as a result of increased
hiring, training and retention costs or higher use of contract labor in difficult to staff markets. We compete with other
healthcare providers in recruiting and retaining qualified management, physical therapists and other clinical staff and support
personnel respormble for the dally operatlons of our business, financial condition and results of operations and —We-have
observed a competitive labor market that is currently subject
to 1nﬂat10nary hiSfOﬂea-l—l-eVel-S,—W‘l‘ﬁel‘l—h&S—hﬁd—and other pressure may—eeﬁfmue—te—h&ve—&dvefse—effeefs-on eu%busrness—,

-Fttﬁhefmefe—whr}e-Whlle we dttempt to mdnage OVBIdH 1db01 costs in the most eﬁlclent way,
our efforts to manage them may have limited effectiveness and may lead to increased turnover , reduced profitability and other
challenges. Our ability to attract and retain talented executives and corporate employees. We are dependent on our ability to
retain and attract corporate talent. We-havereeenthy-During 2022 and 2021, we experienced significant turnover in our senior
management team and across our corporate organization. Our business may be adversely affected by the transitions in our senior
management team, and turnover at the senior management level may create instability within the Company, which could disrupt
and impede our day- to- day operations, internal controls and our ability to fully implement our business plan and initiatives. In
addition, management transition inherently causes some loss of institutional knowledge, which can negatively affect strategy
and execution, and our results of operations and financial condition could be negatively impacted as a result. We compete for
corporate talent within the healthcare industry and more broadly. Competition for such personnel is intense, and we may not be
able to attract, assimilate or retain other highly qualified corporate personnel in the future. The inability to attract and retain the
necessary personnel could cause increased employee turnover and harm to our business, results of operations, cash flow
and financial condition. Our share- based compensation incentives may not be effective in attracting, retaining and
motivating key personnel and employees. The Company adopted the ATI Physical Therapy 2021 Equity Incentive Plan
(the" 2021 Plan") under which it may grant equity interests of the Company, in the form of stock options, stock
appreciation rights, restricted stock awards and restricted stock units, to members of management, key employees and
independent directors of the Company and its subsidiaries. We believe the granting of non- cash share- based
compensation is important to our ability to attract and retain key personnel and employees. Additionally, the
employment agreements for members of our senior leadership team include compensation terms in the form of share-
based awards at specified amounts. The maximum number of shares reserved for issuance under the 2021 Plan is
approximately 1. 2 million. As of December 31, 2023, approximately 0. 2 million shares were available for future grant.
With the current number of shares available for future grant, the Company would need to amend, subject to stockholder
approval, the 2021 Plan to increase the share reserve in order to fulfill the upcoming share- based compensation terms of
its senior leadership employment agreements and provide share- based awards to other key personnel and employees.
There can be no assurance that such stockholder approval would be obtained and, if we are unable to obtain such
approval, we may be unable to retain our existing employees and attract additional qualified candidates, which could
adversely impact our business and results of operations. If such stockholder approval were to be obtained, and if we
were to grant future share- based awards to senior management, key personnel and employees, we would incur
additional share- based compensation expense and the ownership of existing stockholders would be further diluted.
Furthermore, in light of our recent low market capitalization and decreases in share price, our non- cash share- based
compensation incentives may not be effective in attracting, retaining and motivating our senior management team, key
personnel and employees. If our share- based compensation incentives under the 2021 Plan are not effective, the
Company may need to explore alternative cash or non- cash compensation to retain senior management, key personnel
and employees, which may lead to incurring higher compensation costs or may otherwise prove less effective. The
inability to appropriately compensate and motivate the necessary personnel could cause increased employee turnover and
harm to our business, results of operations, cash flow and financial condition. We face licensing and credentialing barriers, and
associated variability across states is a risk to timely delivery of productive talent. The scope of licensing laws differs from state
to state, and the application of such laws to the activities of physical therapists and other clinical providers is often unclear.
Given the nature and scope of the solutions and services that we provide, we are required to maintain physical therapy licenses
and registrations for us and our providers in certain jurisdictions and to ensure that such licenses and registrations are in good
standing. These licenses require us and our providers to comply with the rules and regulations of the governmental bodies that
issued such licenses. Our providers are also required to be credentialed with payors prior to providing services to health plan




patients, and completion of the credentialing process, if delayed, may delay our ability to provide services to health plan
patients. Our providers’ failure to comply with such rules and regulations could result in significant administrative penalties or
the suspension of a license or the loss of a license, as well as credentialing delays, all of which could negatively impact our
business. Risks Relating to Our Information Technology We rely on information technology in critical areas of our operations,
and a disruption relating to such technology could harm our financial condition. We rely on IT systems in critical areas of our
operations, including our electronic medical records system and systems supporting revenue cycle management, and financial
and operational reporting, among others. We have legacy IT systems that IT is continuing to upgrade and modernize. If one of
these systems were to fail or cause operational or reporting interruptions, or if we decide to change these systems or hire outside
parties to provide these systems, we may fail to execute on such system changes or suffer disruptions, which could have a
material adverse effect on our operation, results of operations and financial condition. In addition, we may underestimate the
costs, complexity and time required to develop and implement new systems. We use software vendors and network and cloud
providers in our business and if they cannot deliver or perform as expected or if our relationships with them are terminated or
otherwise change, it could have a material adverse effect on our business, financial condition and results of operations. Our
ability to provide our services and support our operations requires that we work with certain third- party providers, including
software vendors and network and cloud providers, and depends on such third- parties meeting our expectations in timeliness,
quality, quantity and economics. Our third- party suppliers may be unable to meet such expectations due to a number of factors.
We might incur significant additional liabilities if the services provided by these third- parties do not meet our expectations, if
they terminate or refuse to renew their relationships with us or if they were to offer their services on less advantageous terms.
We rely on internally developed software applications and systems to conduct our critical operating and administrative
functions. We also depend on our software vendors to provide long- term software maintenance support for our information
systems. In addition, while there are backup systems in many of our operating facilities, we may experience an extended outage
of network services supplied by these vendors or providers that could impair our ability to deliver our solutions, which could
have a material adverse effect on our business, financial condition and results of operations. We are a target of attempted cyber
and other security threats and must continuously monitor and develop our IT networks and infrastructure to prevent, detect,
address and mitigate the risk of unauthorized access, misuse, computer viruses and other events that could have a security
impact or which may cause a violation of HIPAA or HITECH and subject us to potential legal and reputational harm. In the
normal course of business, our IT systems hold sensitive patient information including patient demographic data, eligibility for
various medical plans including Medicare and Medicaid and protected health information subject to HIPAA and HITECH. We
also contract with third- party vendors to maintain and store our patients’ individually identifiable health information. Numerous
state and federal laws and regulations address privacy and information security concerns resulting from our access to our
patients’ and employees’ personal information. Additionally, we utilize those same systems to perform our day- to- day
activities, such as receiving referrals, assigning clinicians to patients, documenting medical information and maintaining an
accurate record of all transactions. While we have not experienced any known , material attacks on our IT systems that have
compromised patient data, our IT systems and those of our vendors that process, maintain and transmit such data are subject to
computer viruses, cyber- attacks, including ransomware attacks, or breaches. We maintain our IT systems with safeguard
protection against cyber- attacks including active intrusion protection, firewalls and virus detection software. We adhere to (and
require our third- party vendors to adhere to) policies and procedures designed to ensure compliance with HIPAA and HITECH
regulations. We have developed and tested a response plan in the event of a successful attack and maintain commercial
insurance related to a cyber- attack. However, these safeguards do not ensure that a significant cyber- attack could not occur. A
successful attack on our or our third- party vendors’ IT systems could have significant consequences to the business, including
liability for compromised patient information, business interruption, significant civil and criminal penalties, lawsuits,
reputational harm and increased costs to us, any of which could have a material adverse effect on our financial condition and
results of operations. In addition, insider or employee cyber and security threats are increasingly a concern for all large
companies, including us. Our future results could be adversely affected due to the theft, destruction, loss, misappropriation or
release of protected health information, other confidential data or proprietary business information, operational or business
delays resulting from the disruption of IT systems and subsequent mitigation activities, or regulatory action taken as a result of
such incidents. We provide our employees with training and regular reminders on important measures they can take to prevent
breaches. We routinely identify attempts to gain unauthorized access to our systems. However, given the rapidly evolving nature
and proliferation of cyber threats, there can be no assurance our training and network security measures or other controls will
detect, prevent or remediate security or data breaches in a timely manner or otherwise prevent unauthorized access to, damage
to, or interruption of our systems and operations. Accordingly, we may be vulnerable to losses associated with the improper
functioning, security breach, or unavailability of our information systems, as well as any systems used in acquired company
operations. Risks Relating to Our Accounting and Financial Policies We currently outsource, and from time to time in the future
may outsource, a portion of our internal business functions to third- party providers. Outsourcing these functions has significant
risks, and our failure to manage these risks successfully could materially adversely affect our business, results of operations and
financial condition. We currently, and from time to time in the future, may outsource portions of our internal business functions,
including billing and administrative functions relating to revenue cycle management, to third- party providers. These third- party
providers may not comply on a timely basis with all of our requirements, or may not provide us with an acceptable level of
service. In addition, reliance on third- party providers could have significant negative consequences, including significant
disruptions in our operations and significantly increased costs to undertake such operations, either of which could damage our
relationships with our customers. We could experience a reduction in revenue due to inability to collect from patients,
overpayments, claim denials, recoupments or governmental and third- party audits all of which may impact our profitability and
cash flow. If our estimates or judgments relating to our accounting policies prove to be incorrect, our results of operations could



be adversely affected. The preparation of financial statements in conformity with U. S. generally accepted accounting
principles (" GAAP ") requires management to make estimates and assumptions that affect the amounts reported in our
consolidated financial statements and accompanying notes included elsewhere in this Form 10- K. The results of these estimates
form the basis for making judgments about the carrying values of assets, liabilities and equity, and the amount of revenue and
expenses that are not readily apparent from other sources. Significant estimates and judgments used in preparing financial
statements include those related to the determination of the revenue transaction price for current transactions and estimation of
expected collections on our accounts receivable, assumptions and estimates related to realizability of deferred tax assets,
assumptions and estimates related to the valuation of goodwill and intangible assets, among others. Our results of operations
may be adversely affected if our assumptions change or if actual circumstances differ from those in our assumptions, which
could cause our results of operations to fall below the expectations of securities analysts and investors. The 2L Notes are
accounted for as liabilities at fair value and the changes in value could have a material effect on our financial results. The
2L Notes are accounted for as a liability in the Company' s consolidated balance sheets. The Company has made an
irrevocable election to account for the 2. Notes under the fair value option in accordance with Accounting Standards
Codification (" ASC'") Topic 825, Financial Instruments, in lieu of bifurcating certain features in the Second Lien Note
Purchase Agreement. As such, the 2L Notes are initially recorded as a liability at estimated fair value and are subject to
re- measurement at each balance sheet date with changes in fair value recognized in the Company' s consolidated
statements of operations. As a result of the recurring fair value measurement, our financial statements and results of
operations may materially fluctuate quarterly, based on factors which are outside of our control. Due to the recurring
fair value measurement, we expect to recognize non- cash gains or losses each reporting period and the amount of such
gains or losses could be material and variable. The [PO Warrants are accounted for as liabilities and the changes in value of
the IPO Warrants could have a material effect on our financial results. The Company accounts for its outstanding Public
Warrants and Private Placement Warrants assumed as part of the Business Combination transaction on June 16, 2021 between
Wilco Holdco, Inc. and FAII (the'" Business Combination') in accordance with the guidance contained in ASC Topic
Aeeounting-Standards-Codifteatton-8 1 5- 40, “Derivatives and Hedging- Contracts on an Entity’ s Own Equity 2-ASE-8+5-46
2 As such, the IPO Warrants are accounted for as derivative liabilities and are subject to re- measurement at each balance
sheet date. Changes in fair value are reported in earnings as a non- cash gain or loss in the Company’ s consolidated statements
of operations. As a result of the recurring fair value measurement, our financial statements and results of operations may
materially fluctuate quarterly, based on factors which are outside of our control. Due to the recurring fair value measurement,
we expect to recognize non- cash gains or losses on the IPO Warrants each reporting period and the amount of such gains or
losses could be material and variable. The Earnout Shares and Vesting Shares are accounted for as liabilities and the changes in
value of these shares could have a material effect on our financial results. We account for the potential Earnout Shares and the
Vesting Shares as liabilities in accordance with the guidance in ASC Topic Aeeounting-Standards-Codifteation480, <
Distinguishing Liabilities from Equity, 2-and ASC Topic 815- 40, “Derivatives and Hedging —= Contracts on an Entity’ s Own
Equity, Zwhich provide for the remeasurement of the fair value of such shares at each balance sheet date and changes in fair
value are recognized in our consolidated statements of operations. As a result of the recurring fair value measurement, our
financial statements and results of operations may materially fluctuate quarterly, based on factors which are outside of our
control. Due to the recurring fair value measurement, we expect to recognize non- cash gains or losses each reporting period and
the amount of such gains or losses could be material and Vanable Bttﬂﬂg%@%%&ﬂd—%@%l,—we-feeegﬂrzed-&ﬁ-paﬁmeﬁfs
Impairments of our goodwill and-or other intangible assets ;-wh P nt-a-signifieantportionofo al-a
farthertmpatrment-eharges-may be material and have a material adverse effect on our business, financial condition, and reqults
of operations. As of December 31, 2022-2023 , we had § 286-289 . 5-7 million of goodwill and § 246-245 . 6-9 million of trade
name and other intangible assets recorded on our consolidated balance sheet ;exeluding-amounts-reelassified-asheld-forsale-.
We test such assets for impairment at least annually on the first day of the fourth quarter of each year or on an interim basis
whenever events or changes in circumstances indicate that the carrying amount of the asset may not be recoverable. Impairment
may result from, among other things, increased attrition, adverse market conditions, adverse changes in applicable laws or
regulations, including changes that affect the services we offer, lower visit volumes, lower revenue reimbursement rates,
compressed operating margins and a variety of other factors. The amount of any quantified impairment must be expensed
immediately as a charge to results of operations. Depending on future circumstances, it is possible that we may never realize the
tull value of our 1ntan01ble assets. In recent perlods RefeHe—P&ﬁ—H— we recogmzed 1mpa1rments }tem—7—Maﬁageme&t—s
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2022 and written down to fair value , those amounts are more susceptible to an impairment risk if there are unfavorable
changes in assumptions and estimates. Fo-Further impairments of all or part of our goodwill or the-other extent-that
1dent1ﬁable assets may have a materlal adverse effect on our business , financial eonditionis— condition detertorate-further;
or #f-ehanges mptions-and-es Stgn § results of operations. Refer to Part II, Item 7.
m&n&gemeﬁt—Management 's expeet&t-te-ns—Dlscussmn and Analy51s of Flnanclal Condltlon and Results of Operations and

Intangible Assets to our consolidated ﬁnanclal statements included in Part II, Item 8, of thls Form 10- K for further
discussion of our goodwill and intangible assets . Our ability to utilize our net operating loss carryforwards and certain other
tax attributes may be limited. We have incurred significant cumulative net taxable losses in the past. Our deferred tax assets as
of December 31, 2022-2023 include federal net operating losses, or NOLs, of $ 68-77 . 9-8 million and state NOLs of $ 3539 . 5
1 million. Our unused NOLs generally carry forward to offset future taxable income, if any, until such unused losses expire, if
subject to expiration. The earliest net operating loss will expire by statute in 2623-2024 for state net operating losses, and in
2036 for federal net operating losses. We may be unable to use these NOLs to offset income before such unused NOLs expire. In
addition, if a corporation undergoes an ““ ownership change ” (generally defined as a greater than 50 percentage- point
cumulative change in the equity ownership of certain stockholders over a rolling three- year period) under Sections 382 and 383
of the Internal Revenue Code of 1986, as amended (the “ Code ), the corporation’ s ability to use its pre- change NOL
carryforwards and other pre- change tax attributes to offset future taxable income or taxes may be limited. This limitation is
based in part on the pre- change equity value of the corporation, with a lower equity value resulting in a lower and more severe
limitation. On June 15, 2023, we experienced an ownership change for purposes of Section 382 of the Internal Revenue
Code of 1986, as amended. The net operating losses and interest expense carryovers in existence as of the date of the
ownership change remain available to offset future taxable income during the carryforward periods based on limitations
under Section 382. We may experience an additional *“ ownership change ™ as a result of future changes in our stock
ownership (including the impact of issuance or conversion of new shares, or other transactions or events impacting our stock
ownership), some of which changes may not be within our control. If we are unable to use NOL carryforwards before they
expire or they become subject to limitation, it could have a material adverse effect on our business, financial condition and
results of operations. If we experience are-unable-to-remedtate-the-material weaknesses in the future eur- or otherwise fail to

malntaln an effectlve system 0f internal connol over hndncml Iepomno felated-te—rneeme—taxesrer—lf—we—tdeﬁ&fy—add-rﬁeﬂal

this may result in material misstatements of our consolidated financial statements or failure to meet our peuodlc reporting
obligations . We are required to produce consolidated financial statements in accordance with the requirements of U. S.
GAAP . Effective internal controls are necessary for us to provide reliable financial reports and prevent fraud. A-matertat
yreaknessis-a-defieteney-We are required by federal securities laws to document and test or-our internal control
procedures a-eombinationof-defietenetes,-in order to satisfy the requirements of the Sarbanes- Oxley Act of 2002, which
requires annual management assessments of the effectiveness of our internal control over financial reporting sueh-that-. As a

non- accelerated filer as defined by Rule 12b- 2 of there—- the Exchange Act, is-areasenable-possibility-that-a-materiat
ﬂﬂsstatemeﬁt—e-ﬁeu%annua-l—efour -rnternﬁ—ﬁﬂanetal—statefﬁeﬁts-mdependent reglstered publlc accountlng ﬁrm will not be

ﬂ‘ra-teﬂ&l—wea-la&esses—rn—euﬂnterml eentre-ls» control over fmanudl 1ep01t1nc in accordance with appllcable law, or our
independent registered public accounting firm may not be able to issue an unqualified attestation report if we conclude
that our internal control over financial reporting is not effective. We have found material weaknesses in our internal
control over financial reporting in the past and cannot assure that in the future we will not find additional material
weaknesses. If we fail to maintain effective internal control over financial reporting, or our independent registered



public accounting firm is unable to provide us with an unqualified attestation report on our internal control, we could be
required to take costly and time- consuming corrective measures, be required to restate the affected historical financial
statements, be subjected to investigations and / or sanctions by federal and state securities regulators, and be subjected
to civil lawsuits by security holders. Any of the foregoing could also cause investors to lose confidence in our reported
financial information and in us and would likely result in a decline in the market price of our stock and in our ability to
raise additional financing if needed in the future . Risks Relating to Ownership of Our Common Stock Our stock price may
ehange-signifieantly-and you-trading volume may be volatile, which could result in rapid and substantial losses for our
stockholders, who may lose all or part of eur-their investment as-aresakt-. The trading price of our Commen-common Steek
stock is volatile . An active, liquid and orderly market for our common stock may not be sustained, which could depress
the trading price of our common stock or cause it to be highly volatile or subject to wide fluctuations . You may not be
able to resell your shares at an attractive price due to a number of factors such as those listed in ““ Risks Relating to Our Business
and Industry ” and the following: ¢ results of operations that vary from the expectations of securities analysts and investors; *
changes in expectations as to our future financial performance, including financial estimates and investment recommendations
by securities analysts and investors or other unexpected adverse developments in our financial results, guidance or other
forward- looking information, or industry, geographical or market sector trends; * declines in the market prices of stocks
generally; ¢ strategic actions by us or our competitors; * announcements by us or our competitors of significant contracts,
acquisitions, joint ventures, other strategic relationships or capital commitments;  any significant change in our management; °
changes in general economic , political or market conditions or trends in our industry or markets; ¢ changes in business or
regulatory conditions, including new laws or regulations or new interpretations of existing laws or regulations applicable to our
business; * future sales of our €Commen-common Steekstock or other securities; * investor perceptions or the investment
opportunity associated with our Cemmen-common Steekstock relative to other investment alternatives; < the public' s response
to press releases or other public announcements by us or third- parties, including ¢ our filings with the SEC; « our liquidity
position and the potential risks relating to refinancing, alternative liquidity arrangements or capital transactions; ¢ failure to
comply with covenants related to our debt agreement or our Series A Senior Preferred Stock; ¢ litigation involving us, our
industry, or both, or investigations by regulators into our operations or those of our competitors; * guidance, if any, that we
provide to the public, any changes in this guidance or our failure to meet this guidance; ¢ the development and sustainability of
an active trading market for our stock; ¢ actions by institutional or activist stockholders; ¢ changes in accounting standards,
policies, guidelines, interpretations or principles; and ¢ other events or factors, including those resulting from natural disasters,
war, acts of terrorism, health pandemics or responses to these events. These broad market and industry fluctuations may
adversely affect the market price of our Cemmen-common Steelestock , regardless of our actual operating performance. In
addition, price volatility may be greater if the public float and trading volume of our Cemmen-common Steelstock is low.
Because there are no current plans to pay cash dividends on our Cemmen-common Steelstock for the foreseeable future, you
are unlikely to receive any return on investment unless you sell your Cemmen-common Steelstock for a price greater than that
which you paid for it. We intend to retain future earnings, if any, for future operations, expansion and debt repayment and there
are no current plans to pay any cash dividends for the foreseeable future. The declaration, amount and payment of any future
dividends on shares of our €ommen-common Steelestock will be at the sole discretion of our Board. We have no direct
operations and no significant assets other than our ownership of our subsidiaries from whom we will depend on for distributions,
and whose ability to pay dividends may be limited by covenants of our current and any future indebtedness we or our
subsidiaries incur. As a result, you are unlikely to receive any return on an investment in our €emmerr-common Steelstock
unless you sell our Cemmen-common Steelstock for a price greater than that which you paid for it. If securities analysts do
not publish research or reports about our business or if they downgrade our stock or our sector, our stock price and trading
volume could decline. The trading market for our €ommen-common Steelestock will rely in part on the research and reports
that industry or financial analysts publish about us or our business. We will not control these analysts. In addition, some
financial analysts may have limited expertise with our model and operations. Furthermore, if one or more of the analysts who do
cover us downgrade our stock or industry, or the stock of any of our competitors, or publish inaccurate or unfavorable research
about our business, the price of our stock could decline. If one or more of these analysts ceases coverage of us or fails to publish
reports on us regularly, we could lose visibility in the market, which in turn could cause our stock price or trading volume to
decline. We are a smaller reporting company and a non- accelerated filer, and the reduced disclosure requirements
available to us may make our common stock less attractive to investors. Under the SEC rules, smaller reporting
companies (“ SRCs ”) may choose to comply with scaled financial and non- financial disclosure requirements in their
annual and quarterly reports and registration statements relative to non- SRCs. In addition, companies that are not
accelerated filers ” can take advantage of additional regulatory relief. Whether a company is an accelerated filer or a
SRC is determined on an annual basis. As long as we qualify as a non- accelerated filer and / or a SRC, we will be
permitted to and we intend to rely on some or all of the accommodations available to such companies. These
accommodations include, but are not limited to: * Not being required to provide an auditor’ s attestation of management’
s assessment of internal control over financial reporting required by Section 404 (b) of the Sarbanes- Oxley Act; ¢
Reduced financial disclosure obligations, including that SRCs need only provide two years of financial statements rather
than three years; * Reduced non- financial disclosure obligations, including regarding the description of their business,
management’ s discussion and analysis of financial condition and results of operations, market risk, executive
compensation, transactions with related persons, and corporate governance; and ¢ Later deadlines for the filing of
annual and quarterly reports compared to accelerated filers. We will continue to qualify as a SRC and non- accelerated
filer for so long as (a) our public float is less than $ 75 million as of the last day of our most recently completed second
fiscal quarter or (b) our public float is $ 75 million or more but less than $ 700 million and we reported annual revenues



of less than $ 100 million for our most recently completed fiscal year. We may choose to take advantage of some, but not
all, of the available accommodations. We cannot predict whether investors will find our common stock less attractive if
we rely on these accommodations or if these accommodations will make it more challenging for investors to analyze our
results of operations and financial prospects. If some investors find our common stock less attractive as a result, there
may be a less active trading market for our common stock and the price of our common stock may be more volatile.
Future issuances or sales, or the perception of future issuances or sales, by us or our stockholders of €ommen-common Steek
stock or other voting securities or securities convertible into or exchangeable for our €ommen-common Steekstock in the
public market or otherwise could cause the market price for our Cemmen-common Steelstock to decline. The issuance or sale
of shares of Cemmen-common Steelestock or other voting securities or securities convertible into or exchangeable for shares of
Cemmen-common Steelestock in the public market or otherwise, or the perception that such issuances or sales could occur,
could harm the prevailing market price of shares of Commen-common Steekestock . These issuances or sales, or the possibility
that these issuances or sales may occur, also might make it more difficult for us to sell equity securities in the future at a time
and at a price that the Company deems appropriate. The Cemmenr-common Steelestock reserved for future issuance under our
equity incentive plans will become eligible for sale in the public market once those shares are issued, subject to provisions
relating to various vesting agreements, lock- up agreements and, in some cases, limitations on volume and manner of sale
applicable to affiliates under Rule 144. As of December 31, 26222023 , the aggregate number of shares of Cemmoen-common
Steelestock reserved for future issuance under our equity incentive plans is +8-0 . 9-2 million. The compensation committee of
our Board may determine the exact number of shares to be reserved for future issuance under our equity incentive plans at+ts
diseretion, subject to shareholder approval . We have filed a registration statement on Form S- 8 under the Securities Act to
register shares of €emmen-common Steekstock issuable pursuant to our equity incentive plans and, accordingly, such shares
are available for sale in the open market. In the future, we may also issue our securities in connection with investments or
acquisitions. The amount of shares of common stock issued in connection with an investment or acquisition could
constitute a material portion of our then- outstanding shares of common stock. Any issuance of additierradditional
securities in connection with investments or acquisitions may result in additional dilution to ATI’ s stockholders. The 2L
Notes are convertible into common stock , and the exehange-conversion of seme-or-our al-2L Notes into common stock
would dilute the ownership interest of our existing stockholders and may adversely affect our stock price. Pursuant to
the terms of the Second Lien PH<Exehangeable-Note Purchase Agreement, holders of the 2L Notes that-may be-issued-n
convert their 2L Notes into common stock at their option. Additionally, on or after June 15, 2025 and subject to certain
conditions, the Company may, at its option, elect to convert (a “ Forced Conversion ) a portion of the outstanding 2L
Notes into the number of shares of common stock based on the Conversion Price the-then future-as-eontemplated-in effect.
Any issuance by the-FSA-would-us of our common stock upon conversion of our 2L Notes will dilute the ownership
interests— interest and-votingrights-of our the-Company—s-—cxisting stockholders and -as-we-would-could berequired-to-deliver
have a dilutive effect on our earnmgs per sh&res— share. Furthermore, of Common-Stoekto-the-exchanging noteholders

matters—eﬁ—&n—as—exehaﬂged—basrsﬂ*ﬂy—sales in the publlc market of our t-he—sh&res—e—flGeﬂameﬁ—common -Steelestock 1ssuabl
upon suehrexehange-conversion of the 2L Notes could adversely affect prevailing market prices of our €ommen-common
stock. The Series B Preferred Stock stapled to —traddition-the antieipated-exehange-2L Notes provide voting rights which
will dilute the voting interests of our existing stockholders. Pursuant to the terms of the Second Lien PHCExehangeable
Notes— Note inte-Purchase Agreement, the Series B Preferred Stock represent voting rights only, with the number of
votes being equal to the number of shares of eur-Commen-common stock that each share of Serles B Preferred Stock eeu-}d

depress-the-is assumed convertlble for at a conversion pme of en

per share (the" Votmg nghts Conversnon Prlce") As a result the votlng rlghts
assoc1ated w1th the Serles B Preferred Stock w1ll dllute the votlng mterests of our ex1st1ng stockholders, for as ﬁny—%@
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standards, our securities may be delisted, which could negatively impact the price of our securities and your ability to sell them.



In order to maintain our listing on the NYSE, we are required to comply with certain rules and listing standards of the NYSE,
including those regarding minimum stockholders' equity, minimum share price, minimum market value of publicly held shares
and various additional requirements. The NYSE has-previously notified the Company that, due to the average closing price of
the Company' s €Cemmerr-common Steelestock , it was below the trading price criteria of the exehange-NYSE . The notice has
had no immediate impact on the listing of the Company' s €ommen-common Steelkstock on the NYSE, subject to the
Company' s compliance with the NYSE' s other continued listing requirements. The Company kas-submitted a plan of
compliance to the NYSE addressing how we tntend-intended to regain compliance . In connection with regaining
compliance, on June 14, 2023, the Company effected the Reverse Stock Split. The Reverse Stock Split was approved by
the Company’ s stockholders at the Company’ s 2023 Annual Meeting of Stockholders held on June 13, 2023, and the
final reverse split ratio was subsequently approved by the Company’ s board of directors on June 14, 2023. The
Company' s common stock commenced trading on a reverse split- adjusted basis on June 15, 2023. On August 1, 2023,
we were notified by the NYSE that the calculation of the Company' s average stock price for the 30 trading days ended
July 31, 2023, indicated that the Company' s average stock price was above the NYSE' s minimum requirement of $ 1.
The Company is no longer considered below the minimum share price continued listing criterion. The Reverse Stock
Split may adversely affect the liquidity of the shares of our common stock given the reduced number of shares
outstanding following the reverse split, especially if the reverse split- adjusted market price of our common stock does
not generate greater investor interest. Furthermore, there can be no assurance that such reverse split will continue to be
sufficient to satisfy the minimum share price requirement. On June 28, 2023, the NYSE notified the Company that, due
to the Company' s average market capitalization, it was below the minimum market capitalization criteria of the
exchange. The notice had no immediate impact on the listing of the Company' s common stock on the NYSE, subject to
the Company' s compliance with the NYSE' s other continued listing requirements. In accordance with applicable NYSE
procedures, the Company submitted a plan of compliance (the" Plan'') advising the NYSE of the definitive action (s) the
Company has taken, or is taking, that would bring it into compliance with the continued listing standards within the 18
months of receipt of the notice. The NYSE reviewed and accepted the Plan as a reasonable demonstration of an ability to
conform to the relevant standards in the 18- month period. The Company’ s common stock will continue to be listed and
traded on the NYSE during the 18- month period, subject to the Company’ s compliance with the other continued listing
standards of the NYSE and continued periodic review by the NYSE of the Company’ s progress with respect to its Plan.
There can be no assurance that the Company will be able to meet its goals set forth in the Plan . If we are unable to satisfy
the NYSE rules and listing standards, or are unable to make progress on our plan-Plan efeemphanee-, our securities could be
subject to delisting. If the NYSE were to delist our securities from trading, we could face significant consequences, including ,
but not limited to, the following : - a limited availability for market quotations for our securities; * reduced liquidity with
respect to our securities;  a determination that our €emmen-common Steelestock is a" penny stock," which will require
brokers trading in our €emmen-common Steelstock to adhere to more stringent rules and possibly result in a reduced level of
trading activity in the secondary trading market for our €emmenrcommon Steelestock ; * limited amount of news and analyst
coverage; and ¢ a decreased ability to issue additional securities or obtain additional financing in the future. Anti- takeover
provisions in our organizational documents could delay or prevent a change of control. Certain provisions of our Seeend-Third
Amended and Restated Certificate of Incorporation , as amended, and eur Amended and Restated Bylaws may have an anti-
takeover effect and may delay, defer or prevent a merger, acquisition, tender offer, takeover attempt or other change of control
transaction deemed undesirable by our Board that a stockholder might consider in its best interest, including those attempts that
might result in a premium over the market price for the shares held by our stockholders. These provisions provide for, among
other thlngs * there is no Cumulatrve Votmg Wlth re%pect to the election of our Board +=the-divistonrof-ourBoard-into-three

W o1 8 ear—; * the ability of our Board to issue one or more series of
preferred stock; ¢ advance notice for nomlnatroni of drrectorﬁ by itoekholderq and for stockholders to include matters to be
considered at our annual meetings; ¢ certain limitations on convening special stockholder meetings; ¢ limiting the ability of
stockholders to act by written consent; ¢ the ability of our Board to fill a vacancy created by the expansion of our Board or the
resignation, death or removal of a director in certain circumstances; * providing that our Board is expressly authorized to adopt,
amend, alter or repeal our bylaws; ¢ the removal of directors only for cause; and ¢ that certain provisions may be amended only
by the affirmative vote of at least 65 % (for amendments to the indemnification provisions) or 66. 7 % (for amendments to the
provisions relating to the board of directors) of the shares of our Commen-common Steekstock entitled to vote generally in the
election of our directors. These anti- takeover provisions could make it more difficult for a third- party to acquire us, even if the
third- party’ s offer may be considered beneficial by many of our stockholders. As a result, our stockholders may be limited in
their ability to obtain a premium for their shares. These provisions could also discourage proxy contests and make it more
difficult for you and other stockholders to elect directors of your choosing and to cause us to take other corporate actions you
desire. In addition, because we are incorporated in Delaware, we are governed by the provisions of Section 203 of the Delaware
General Corporation Law (“ DGCL ), which generally prohibits a Delaware corporation from engaging in any of a broad range
of business combinations with any “ interested ” stockholder for a period of three years following the date on which the
stockholder became an “ interested ” stockholder. Our Amended and Restated Bylaws designate the Court of Chancery of the
State of Delaware as the sole and exclusive forum for certain types of actions and proceedings that may be initiated by our
stockholders, which could limit our stockholders’ ability to obtain a favorable judicial forum for disputes with us or our
directors, officers, employees or stockholders. Our Amended and Restated Bylaws provide that, subject to limited exceptions,
any (i) derivative action or proceeding brought on our behalf, (ii) action asserting a claim of breach of a fiduciary duty owed by
any director, officer, stockholder or employee to us or our stockholders, (iii) action asserting a claim arising pursuant to any
provision of the DGCL, our Seeertd-Third Amended and Restated Certificate of Incorporation , as amended, or our Amended




and Restated Bylaws or (iv) action asserting a claim governed by the internal affairs doctrine shall, to the fullest extent
permitted by law, be exclusively brought in the Court of Chancery of the State of Delaware (" Delaware Court of Chancery" or
the" Court of Chancery") or, if such court does not have subject matter jurisdiction thereof, another state or federal court located
within the State of Delaware. Our Amended and Restated Bylaws also provide that, to the fullest extent permitted by law, the
federal district courts of the United States will be the exclusive forum for resolving any complaint asserting a cause of action
arising under the Securities Act. Any person or entity purchasing or otherwise acquiring any interest in shares of our capital
stock shall be deemed to have notice of and to have consented to the provisions of the Amended and Restated Bylaws described
above. This choice of forum provision may limit a stockholder’ s ability to bring a claim in a judicial forum that it finds
favorable for disputes with us or our directors, officers or other employees, which may discourage such lawsuits against us and
our directors, officers and employees. This exclusive forum provision does not apply to claims under the Exchange Act but does
apply to other state and federal law claims including actions arising under the Securities Act. Section 22 of the Securities Act,
however, creates concurrent jurisdiction for federal and state courts over all suits brought to enforce any duty or liability created
by the Securities Act or the rules and regulations thereunder. Accordingly, there is uncertainty as to whether a court would
enforce such a forum selection provision as written in connection with claims arising under the Securities Act, and investors
cannot waive compliance with the federal securities laws and the rules and regulations thereunder. If a court were to find these
provisions of our Amended and Restated Bylaws inapplicable to, or unenforceable in respect of, one or more of the specified
types of actions or proceedings, we may incur additional costs associated with resolving such matters in other jurisdictions,
which could adv ersely affect our business and hndncml Condmon The Preferred Equ1tyh01ders A—reeeﬁt—éeetsteﬁ-e-ﬁt-l&e

independent-direetors—Adventhas-significant mﬂueme OVer us. As—When con51der1ng the votmg rights associated w1th the
Series B Preferred Stock attached to the 2L Notes issued as part of the Beeember3+2022-2023 Debt Restructuring ,
Adventbenefietally-the Preferred Equityholders as a group ewns— own approximately-56-more than 50 . +-0 % of our
Commen-common Steelestock votes. The Preferred Equityholders also have the ability to convert their 2L Notes into
common stock, which could lead to the group owning an even greater percentage of our common stock. Furthermore,
the Company' s Board of Directors will be fully declassified commencing with the 2024 annual meeting of the
stockholders and all directors will be elected annually by the 2025 annual meeting . As long as Advent-the Preferred
Equityholders owns-- own or eentrels— control a significant percentage of our outstanding voting power, #-they will have the



ability to significantly influence all corporate actions requiring stockholder approval, including the election and removal of
directors and the size of our Board, any amendment to our certificate of incorporation or bylaws, or the approval of any merger
or other significant corporate transaction, including a sale of substantially all of our assets —A<wvent™, subject to any applicable
restrictions set forth in the Company' s 2022 Credit Agreement. The Preferred Equityholders influence over our
management could have the effect of delaying or preventing a change in control or otherwise discouraging a potential acquirer
from attempting to obtain control of us, which could cause the market price of our Cemmen-common Steelstock to decline or
prevent stockholders from realizing a premium over the market price for our €Commen-common Steekstock . Advent-The
Preferred Equityholders ’ s-interests may not align with our interests as a company or the interests of our other stockholders.
Accordingly, Adventthe Preferred Equityholders could cause us to enter into transactions or agreements of which other
stockholdels Would not dppIO\ e or make decmons with Whlch other stockholders Would disagree. Fuﬁheh%dveﬁ{—ts—m—t-he

have a material ddverse effect on our business, fmdncml condmon dnd results of opeldt]ons if, among othel things, dttr%twe
corporate opportunities are allocated by Adventthe Preferred Equityholders to themselves or their other affiliates . If the
Series A Senior Preferred Stock were to be redeemed, it may not be economically favorable to the Company and may
lead to material adverse consequences for the Company and its other stakeholders. The Company has the right to
redeem the Series A Senior Preferred Stock, in whole or in part, at any time (subject to certain limitations on partial
redemptions). Based on the voting rights associated with the Series B Preferred Stock attached to the 2L Notes issued as
part of the 2023 Debt Restructuring, the Company determined that redemption of the Series A Senior Preferred Stock is
no longer solely within the control of the Company. If the Series A Senior Preferred Stock were to be redeemed prior to
certain dates, the Company would have to pay certain redemption price premiums related to early redemption, which
could be greater than the stated value, may not be economically favorable to the Company and may lead to material
adverse consequences for the Company or its other stakeholders . There is currently no market for our Series | Warrants and
Series II Warrants and a market for our Series I Warrants and Series II Warrants may not develop, which would adversely affect
the liquidity and price of our Series I Warrants and Series II Warrants. Our Series | Warrants and Series I Warrants are not
listed or traded on any stock exchange and there is currently no market for our Series I Warrants and Series Il Warrants.
Warrantholders therefore have no access to trading price or volume information about prior market history on which to base
their investment decision. Furthermore, an active trading market for our Series [ Warrants and Series II Warrants may never
develop or, if developed, it may not be sustained. You may be unable to sell your Series | Warrants and Series II Warrants
unless a market can be established and sustained. 52



