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IN THE CIRCUIT COURT OF THE
5TH JUDICIAL CIRCUIT IN AND FOR
LAKE COUNTY, FLORIDA

ACCESS DIAGNOSTIC INSTITUTE, LLC, a
Florida limited liability company, CASE NO.:

Plaintiff,
V.

SYED MOHAMMAD-ALI KARIM, aka SYED
M KARIM, aka MOHAMMED ALI KARIM,
aka SYED ALI KARIM aka SYED
MOHAMMAD KARIM, aka S ALI KARIM; an
individual; and

ATLANTIS GLOBAL LABORATORIES,
LLC, A Delaware limited liability company; and
ATLANTIS GLOBAL HOLDINGS, INC., a
Delaware corporation; and

ATLANTIS HOLDING CORPORATION, a
Delaware corporation; and

ATLANTIS PROGRAM MANAGER, LLC, an
Arizona limited liability company; and
ATLANTIS PROGRAM MANAGER OF
SOUTHEAST, A Florida limited liability
company,

Defendants.

COMPLAINT

Plaintiff ACCESS DIAGNOSTIC INSTITUTE (“ADT”), LLC, hereby sues Defendants,
and states:
1. This is an action for damages exceeding $15,000.00.

Venue and Jurisdiction

2. This Court has jurisdiction pursuant to §§26.012, Florida Statutes.
3. Venue is proper in Lake County, Florida, because the actions described herein

occurred in Lake County, and the causes of action arose occurred in Lake County.

FILED: LAKE COUNTY, GARY J. COONEY, CLERK, 08/27/2019 04:31:12 PM



The Parties

4. Plaintiff, ADI, is a Florida limited liability with its principle place of business in
Lake County, Florida.

5. Defendant, Syed Mohammad-Ali Karim, a/k/a Syed M. Karim, a/k/a Mohammed
Ali Karim, a/k/a Syed Ali Karim, a/k/a Syed Mohammad Karim, a/k/a S. Ali Karim Karim, is an
individual whose principle address is unknown to ADL

6. Atlantis Global Laboratories, LLC, is a Delaware limited liability company with a
registered agent located at 1209 Orange Street Wilmington, Delaware 19801.

7. Defendant Atlantis Global Holdings, Inc., is a Delaware corporation with a
registered agent located at 1209 Orange Street, Wilmington, Delaware 19801.

8. Defendant Atlantis Holding Corporation is a Delaware corporation with a
registered agent located at 160 Greentree Drive, Suite 101, Dover, Delaware 19904.

9. Defendant Atlantis Program Manager, LLC, is an Arizona limited liability
company with a registered office located at Address: 2155 E Conference Dr, Tempe, Az, 85284.
This entity does not currently list a physical address for a statutory agent with the Arizona
Corporation Commission, but only lists S. Ali Karim PO Box 76258, Phoenix, AZ 85050. !

10.  Defendant Atlantis Program Manager of Southeast, LLC, is a Florida limited
liability company with a registered agent located at 2113 Ruby Red Boulevard, Suite A, Clermont,
Florida 34714.

11.  Each of the entities described in paragraphs 6 through 10 (the “Karim Alter Ego

Entities”) are owned, influenced and governed by Karim to such extent that due to misuse of each

1 A previous address of statutory agent was S. Ali Karim, 16222 North 59 Ave., Glendale, AZ
85306.
2



entity, any fiction of separateness has ceased to exist such that each is merely a facade and alter-
ego of Karim.

12.  All conditions precedent to filing this action have been satisfied or waived.

Introduction

13.  ADI performs diagnostic laboratory services, primarily in Central Florida, but also
provides services throughout the country.

14.  ADI was introduced to Karim around June of 2016. Karim held himself out as the
CEO of Atlantis Health System (“Atlantis”), a self-described leader in a “collaborative model of
healthcare delivery and management.”” Karim proposed that ADI join a clinical integrated network
managed by Atlantis, which appeared to be a network of interrelated entities under the Atlantis
umbrella or otherwise affiliated with Atlantis?

15.  The idea of joining a network to facilitate delivery of services, simplification of
management, and business growth opportunities was naturally appealing. ADI was therefore
induced to enter into business relations with Atlantis, Karim, and their affiliates, all of whom are
now believed to be entities in which Karim had a financial interest, either as a member or
shareholder, officer, director, or manager. The business affiliate entities and purported business
relationships were a facade and their existences were used to perpetrate frauds upon ADI and its
own members, managers, and business affiliates. Those entities include, inter alia, the Karim Alter
Ego Entities, all of who are Karim’s alter-ego’s and co-conspirators and have been used to
perpetrate frauds in this case.

16.  ADI has come to learn that Karim’s entire operation is nothing more than an

2 See “Message from the CEO”, last accessed at http://atlantishealthsystem.com/about-us/message-
from-the-ceo/.
3 See www.atlantishealthsystem.com.



extremely well-dressed, elaborate scam.

Facts Common To All Counts

17.  On or about July 1, 2016, Karim proposed a transaction whereby, he would, either
directly or through Atlantis Global Laboratories, LLC, purchase 90% of the equity of ADI for
$2,000,000.00. Karim proposed a sophisticated transaction which included provisions for him to
become a director and manager of ADI pursuant to a new operating agreement.

18.  ADTI’s principles initially agreed, subject to a further written agreement (and
performance of other obligations, including payment). Karim became an ADI manager, but the
written agreement was never consummated and Karim never paid for the equity interest. This was
but one of several promises and representations that Karim would make but not complete.

19. Around July 21, 2016, Karim caused to be filed a fictitious name registration for
ADI to use the fictitious name of “Atlantis Diagnostic Laboratories.” At the time of such filing,
Karim was not a manager of ADI and had no authority to act on behalf of ADI.

20. Between late 2016 and mid-2018, Karim continued to hold himself out as the CEO
of a vast healthcare network, all under the Atlantis, and proclaimed that Atlantis was expanding
services and offerings in Florida. During this time, Karim created entities named Atlantis
Integrated Multi-Specialty Centers, LLC, Atlantis Program Manager of Southeast, LLC, Atlantis
Careconnect Solutions, LLC, and Atlantis Health System, Arizona, LLC, all using the ADI office
address of 2113 Ruby Red Blvd., Clermont, Florida.

21. Karim also caused an Arizona entity, Desert Valley Urgent Care, PLLC, LLC, to
file a foreign registration in Florida, also using the address of 2113 Ruby Red Blvd.

22.  Karim caused certain employees and principles associated with ADI, namely Jason

Wilson and Dr. Leonel Edwards, to be listed as managers for some of these entities, including



Atlantis Careconnect Solutions, LLC, Atlantis Health System, Arizona LLC, and Desert Valley
Urgent Care, PLLC, LLC.

23.  Between late 2017 and early 2018, Karim presented ADI with a document
purporting to be a Consolidated Financial Report for December 31, 2017, for “Atlantis Global
Holdings, Inc. And Subsidiaries” (the “Atlantis Report,” a copy of which 1s attached as Exhibit
“A”). The Atlantis Report purports to have been prepared by RSM US, LLP, a national accounting,
auditing, and consulting firm, and includes an Auditor’s Report addressed to the Atlantis Board
Of Directors.

24.  The Atlantis Report shows Atlantis owning Assets in 2017 in excess of
$155,000,000.00, having revenues in excess of $375,000,000.00, and income approaching
$40,000,000.00. In the whole, the Atlantis Report paints a very sound financial picture.

25.  ADI has come to believe the Atlantis Report is a complete false construct,
fraudulently created to induce ADI to rely upon Karim’s representations of financial expansion,
growth, and stability.

26.  In September of 2017, right in the midst of when all of these entities were being
created and introduced to ADI, Karim also created an Amended Annual Report to be filed for ADI
with the Florida Secretary of State, listing a Karim entity and alter ego, Atlantis Program Manager
of Southeast, LLC, to be listed as a Manager of ADIL

27.  When the report was filed, ADI reasonably believed that Karim was introducing
ADI to a large and valuable healthcare service. Thus, although Karim has not paid for a
membership interest in ADI, there was perceived value in permitting Karim to join ADI as a
manager.

28.  Both before and after becoming a manager of ADI, Karim manipulated ADI into



engaging in a series of financial contracts which were structured to benefit only Atlantis and Karim
to the detriment of ADL

29.  Among the financial arrangements that Karim initiated were: (1) An agreement with
Green Capital Funding involving the sale of ADI receivables but where the payments flowed
directly to Karim and his alter-ego entities; and (i1) Multiple agreements with CFG Funding
involving the purchase of receivables, but where money flowed directly to Karim and his alter-ego
entities. In addition, by making promises of increased growth due to access to the Atlantis network,
Karim induced ADI to enter into other contractual and financial relationships in anticipation of
increased business demand.

30.  During this time, however, Karim demanded that ADI pay over to Karim a portion
of all revenues from ADI as a type of “contribution” or “fee” for participating in the Atlantis
network.

31.  Initially ADI saw a benefit as the network involvement did in fact produce a
substantial increase in business demand.

32. However, ADI was seriously over-extending its use of business credit and could
not keep up with Karim’s financial demands. Finally, ADI could not continue to comply with
Karim’s demands.

33. When ADI finally ceased turning over revenue to Karim, Karim caused a
substantial amount of incoming business to be diverted to new suppliers. Karim diverted this
business despite being a manager and owing a fiduciary duty to ADI and with full knowledge that
such actions would have a devastating financial impact on ADI.

34. Karim has abandoned ADI, caused all revenue sources over which he has influence

to be diverted, and has left ADI holding the bag for the remaining financial obligations created by



the sales of receivables and other financial engagements.

35.

36.

COUNT I — Breach of Fiduciary Duty

Plaintiff, ADI, realleges the paragraphs preceding Count 1.

This is an action for damages against Defendant Karim and his alter ego, Atlantis

Program Manager of Southeast, LLC (“Atlantis Program Manager SE”).

37.

Pursuant to §608.4225, Florida Statutes, Karim and Atlantis Program Manager SE

owed fiduciary duties to ADI Company and its members, which included a duty to account for and

hold as trustee all ADI property, profits, and opportunities.

38.

39.

Karim and Atlantis Program Manager SE breached those fiduciary duties by:
Misappropriating and diverting ADI’s money and assets for Karim’s benefit;
Selling ADI’s receivables for cash payments that were paid to Karim directly or
through his Atlantis alter ego entities;

Using ADI’s credit and business contracts to generate pecuniary benefits for Karim;

. Causing ADI to enter into business arrangements for the benefit of Karim but at

costs to ADI;

Diverting ADI business and business opportunities to other Atlantis companies
affiliated with Karim;

Having interests adverse and in competition with ADI and acting on behalf of other

entities in competition with ADI;

. Misappropriating the Company’s money and other assets for his own personal

benefit;

The foregoing actions and omissions were willful, intentional and wrongful, and

proximately and directly caused damage to ADI and its members.



40.  AsKarim’s alter egos, each of the Karim Alter Ego Entities is jointly and severally
liable for the actions of Karim and Atlantis Program Manager SE.

WHEREFORE, ADI demands judgment against Karim and Atlantis Program Manager SE
for damages, costs, attorneys’ fees and such further relief as the court deems proper.

COUNT 1I — Constructive Fraud Against Karim

41.  Plaintiff realleges the paragraphs preceding Count L.

42.  Karim shared a confidential and fiduciary relationship with ADI and its members.

43.  Asaresult of this confidential relationship, the Plaintiff and other members reposed
trust and confidence in Karim.

44.  Karim made intentional misrepresentations about Atlantis, and particularly its
business and financial health, which were embodied in the Atlantis Report (Exhibit “A”) to induce
ADTI’s confidence and trust.

45.  ADI relied upon Karim’s representations to its detriment in entering into the
business and financial arrangements described above.

46.  Karim violated the confidential relationship by misappropriating and diverting
ADI’s assets for his own benefit, having interests adverse to and in competition with the ADI,
failing to properly account to ADI and members.

47.  ADI suffered damages as a result Karim’s fraudulent conduct.

48.  AsKarim’s alter egos, each of the Karim Alter Ego Entities is jointly and severally
liable for the actions of Karim.

WHEREFORE, ADI demands judgment against Karim for damages, costs, attorneys’ fees,
and such further relief as the Court deems proper.

COUNT 111 — Conversion Against Karim




49.  Plaintiff realleges the paragraphs that precede Count 1.

50.  Karim converted to his own use and to the use of other Defendants certain property
and monies that ADI received in revenues, loan proceeds, and the sale of receivables, having a
value estimated in the hundreds of thousands of dollars.

51.  Karim has now abandoned ADI and attempts to divert any remaining benefits
flowing to ADI to other Atlantis entities or affiliates such that any demand upon Karim to return
assets or money to ADI is futile.

52.  ADI has suffered damages as a result of Karim’s wrongful conversion.

53.  AsKarim’s alter egos, each of the Karim Alter Ego Entities is jointly and severally
liable for the actions of Karim.

WHEREFORE, ADI demands judgment against Karim Testagrossa for damages, costs,
attorneys’ fees, and such further relief as the Court deems proper.

COUNT 1V — Civil Conspiracy Against All Defendants

54.  Plaintiff realleges the paragraphs preceding Count I, 37-39, 42-47, and 50-52.

55.  Upon information and belief, the Karim Alter Ego Entities conspired with Karim
to convert and misappropriate money and property belonging to ADI for the personal benefit of
Karim and the Karim Alter Ego Entities.

56.  The Karim Alter Ego Entities were used as vehicles for misleading ADI about the
Atlantis network and to induce ADI and its principles to trust Karim and engage in business

relationships with Karim and the Karim Alter Ego Entities.



57.  Each Defendant was caused to participate in overt acts in pursuit of the conspiracy,
including but not limited to directing personal benefits of money and property through such entity,
directly or indirectly to Karim.

58.  ADI has suffered damages as a direct and proximate cause of the Defendants’

conspiracy.
59.  The Defendants’ actions render each of them jointly and severally liable for the
damages caused to ADI.

WHEREFORE, Plaintiff demands judgment against Defendants, jointly and severally, for
damages, costs, and such further relief as the Court deems proper.
Respectfully Submitted,

s/Eric C. Boughman

Eric C. Boughman, FBN: 11079
FORSTERBOUGHMAN

2200 Lucien Way, Ste. 405
Maitland, FL 32751

(407) 255-2055 - Phone

(407) 264-8295 - Fax
Boughman@FBL-law.com
Service@FBIL-law.com
Attorneys for Plaintiff, Advanced Diagnostics
Institute, LLC
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Emphasis of Matter

As described in Note 2 to the consolidated financial statements, the 2016 and 2015 consclidated financial
statements have been restated to correct misstatements in the applicaticn of accountmg principles. The
previously issued auditor’s ‘report dated April 9, 2017 is not to be relied on because these consolidated
financial statements were materially misstated. The auditor’s report dated April 8, 2017, is replaced by
this auditor’s report on the restated consolidated financial statements.

Other Matter

The consolidated statements of income, changes in stockholders’ equity, and cash flows of Atlantis
Global Holdings, Inc. and Subsidiaries, for the year ended December 31, 2015, were compiled by us and
‘our report thereon, dated September 13, 2016, stated we did not audit or review those financial
statements and, accordingly, we express no opinion or other form of assurance on them.

25"/ Us LLP

Chicago, lllinois
April 7, 2018
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:Pmceeds. from sale of pmpﬂrt'_.r, ptant and equrpment 1 o1, T 1_','2&0 L
. Nirtes receivable from third party, (544,040) 424,250 - {424,250} -
Investrents in affliatss (17.353.875) ©.190,398) o
- Metsash used in Inuesting activities. (50,658, 705) {23172.18689) {16,398 189}
Cash Flaws Frnrn ananmng Amues o
k Pnnc:pa! pajrments on Iﬂng-tenn dsbt {2 335 DB‘I}_-. {635,396} {E‘r 150 Gﬂl:l}
P ! {rs,rsn_ (70,449). X
; : - 1,750 UDEI}
.:Pmceeds fmrn [nng-t&rm da h‘t 8,603,899 5 EU{J 000 =
 Pracs s frim ravalving :radltfau:ahty nat 4,?94 514 Lo <
Proceeds fom iss.uance of common stnck 3,948, 000 B "—‘
- Common stack rapurchasa A 100 IJII’.ID}." e
:Cash disfributions to stqckhotdars [29 EEE,B?E} N {53 446 BEU} {2,319 521} .
. Advancss to stock!‘m!dera . . - {2, 000,000) '(1,261,859) .
- Metvashused in. ﬁnanuing asctiviiies: (20,991;201) {82412 a05) {10848 208}
Het ] uumasel Incr&a 5:: in cash
and gash equivalents (26,618,468) - 18,325,951 6305178,
-Cash And Cash Equwalﬂnts L e e
Eegmnmg e 127.015,126 JBETH.395 . AITA0IF-
E¥iding 3 1,295,658 27915126 9579195 -
s



Aitaiits iabal Hodings, 1ne. And SUBSIHTsS

:‘c;m sulld atcd Smtnmnnts of t:ash Flnws
:.Y afs Ended Decemher :!1 znﬂ 2013 And 2015

s

Ftas'med
2018

‘Unaudited)

2015

1Supplementa] Disclesures Of Cash Flovs Information -

IFterast paid
35chﬂdu!& nf Nuncash Imreshng Tmnsactnns

1nva$t'nentﬁ in aﬂ liates -
A@qunsmnn of :manglb!as fi nanced wrth sellar

lSr::thu]& of Nu ncash F:nanctng Transactions
Stock purmasa nhhgahnn -
Nnta payable gssuned busmass acquuslunn
N‘uta payable -_'husmess aoqmsmnn
Chanéa in df stnhut:on's accrued.-
Equ:pme nt acquTred thmugh capstal [ea sa

See Motes To Consdfidated Financial Saiemsnts

369742

S

116.840*

3

585,804

5

s8R

5

2800000

11,?[1!1 ﬂﬂﬂ
2 547,299,

1250,000
(11,911,606)

‘sssiisen

3,184,700

315128, -




Atlantis Global Holdings; Inc; And Subsidiaries

‘Notes To Consolidated Financial Statemenis

Noted. [Organization And Significant Accounting Policiés:

-Descnmlun ufcumnanv Aﬂantls Glubal Hutdmgs Inc. {AGH}'uwns and uperates hsa[th care sewmes and

ﬂump[ete healik: nsk assessments of palrents dlagnustm |mag1n and b]uud and unne !aburaturz.r anal:.rﬁls
‘chronic’ dlsease managemant and trealment’ programs_ cunsmteni with national accepted'pmtuculs for
dlabetes hypertensmq hD]EStEﬁDl StFES_ ObESIlY. ﬂ‘luSGu]ﬂSkE[Etﬂl candltmns :sma mg s5ati n

_and ﬂ'thEE‘ medmal Gﬂﬂﬁltlﬂﬂs F.GH g SEWJGES mc[ude hE!Elllh EE:[UGEI’[IDH taz]nred tE} t]‘l& SpEGIf_'G' 'Sk 'Df each
=pat|em tﬂ EHSUI‘E heaith [ltE]‘aG}f li‘l thase EFEEIS HIPM camphant prapuiatmn bESEd repﬂmng to _nable
=ph5r5|r::|ans i'D rncrmt:ar patnem pmgress and a webbaseﬂ [JEI‘SEII‘EBI health recard and parta[s f'DI‘ patlents and
.ﬂ‘LE!l‘ hea[lh pr-::tw:iers

Th& gua[s_pf F'LGH EFE tD CfIElQﬂ'DSE and lreat e;-ustmg ﬁISEEISE PF'EWEFIT ﬂd‘u’EI‘SE EVEE'ITQ develop SES’[EH'IS 1’0

‘Gare decisigns,

Mature of EIUSIT'IESS F.GH IS a hﬂldlﬂg company ﬂ"tﬂt 0Wﬂ$ and OEJ'E!I'EI'CES ﬂGﬁl‘EﬁllEﬁ El!'ld nm‘: aGEI'EﬂJtEﬂ

mehngan 'a durablemedmai equrpmsni lt:-:)mpam.ur in i'u'is 1
;Ohio from which’ phiysicians and their palients are serviced throlghout 45 states in the United: Slates plus*
‘the Dlstril:‘.i of Eu]umb[a

amnrdance wiith’ ac:u::nuntmg slandards st by the F-“manc:[a] Acmunﬂng Standards Board f"Fﬁ.SB } The
FASB sefs gﬁnera[[!,.r accepted ac_-;nunt!ng pnncrp[es {“GAAP"} lhat lhe Gompany fol]ows 1o ensure lf,S
d arg y

Principles of consolidation:-The accompanying consolidated financial statemenlts include the accounts of ¢
AGH, Atlantis Holding: Eomuratmn {AHC), At[antls F’mgram Manager LG {APM} Atlanils G!ubai '
Laburalnnes LLe {AGL} ‘Altantis Radtulugy and Dlagnustms LLC {AHD} Alheng F'hanﬂaceuttcals -{Athena),
-and iheu" respectwe operatmg submdranes (cul]eclwe[y, ihe.Company). See Notes 6'and 8 for further
information’ on actmtmsaf AHC; AF‘M AGL ARD; and Athena Al signific cant mtEnm:nmjz',!anyr accuunts and
transachons have been ellmmated in’ consuhu’atmn '

The Company evaluates whether any of ils interestsiin its- investments in affiliates’are variable interest:
_‘entltles f"u"lE} WhEl‘l the:.r are. rrst ﬂqurEﬂ Hﬂd whEHE‘u’EI‘ FEGQHEiﬁEFﬂtIOﬂ"EVEI‘IIS GG-GUF* The Company IS

'afthe "'u"lE ﬂ"tﬂt mast-mg'mt"cant!y mpam lhE VEE'S EGGI’IDITIIG perfennance:and‘the Obilgﬁtlﬁﬂ 10 ﬂbSﬂFb thE ’
_EXPEHEd |0$$E!$ ﬂndfﬂl‘ th& nght 10 receive the EXPEGIE@ retums thhe WE The Gompany perrr;arms cuj_gmng
:FEESSESSITIEMS Qf ﬂl] UlEs 1'EI! determme_.___ the ;[L’II‘IH‘IE[T}.Ii E:enefmary StﬂtuEi hElS changed '



‘Atlantis Global Holdings; Inc: And Subsidiaries

'Notes To Consolidated Financial Statements

'!“l?_.té"‘i.é .}Q'fﬂ'aﬁﬂ_i;%!tiﬁﬁ"&ﬁﬂ.-‘.5iQ“_i_ﬁFaﬁ.fﬁ.‘#‘.fe‘.ﬁU.f!!i.hﬂ"f,_'?élif_:iéﬁﬁ.’_tﬂﬁﬁrit‘!ﬁ.uﬂ.d}'

‘_eqmly melhud of ‘acwunllng for At]anlls Managemem Su[uhuns LLC
A summary of Ihe Company’s significant accounting policies follows:,
Basis'of acoounting: The Corpany. preparea its ﬁnanmal statements in’ acmrdance withiU,8 generally,

;accepted acr:nunimg pnnmples [U S GMF} Wh[f}h :n ude the, UE':E ﬂf the aacmal E]&S]ﬂ Of acf;auntmg.
; 'repr;:rted WhEﬂ lI'lC-u}TEd CE]‘IH[I’I prior’ 5’93]‘

Zamaunts ﬂf [‘E\JEHHEE andexpenses durmg thE! repﬂrlmg PE]‘IQﬂ Actual F.E$U[I;S Dﬁ.um ﬂlﬁ&l‘ fmm thﬂSE
-951!1‘“3135

Revenue recognition.:Revenug:is recognized for séfvices rendefed when the’sample testing process is
‘completeand test restilts are: repo:teq to.ihe ordering physician Révenues are reéported at iheir estimated’
_net reahzab[e amnunts_ The_dalwery of lést résults to/the. mdermg physmnan tnggersihe E:u[[m for.ihe

'cuilectmn expenence wﬂh spemf’ o} payurs:i‘fur pamcula'f seh.uces mduéii’? re:mburéemeni trem:fs and ﬂther_
relevant facturs Changes in these factors:in future: penuds cuuld resullin increases:or decreases inihe;
:Cumpan;-.r s adjustmenls for uncullectlble accuunts and lmpaci :ts resu]ts uf uperalluns rnanmal pus;tiun and-
cash flows!

fSEGUI‘ll[ES Wﬂh Gngmal malunhes Gf thEE o ﬂIhS OF |E$$ when purchased tt} b& C-EIEh equwalems

10



Atlantis Global Holdings; Inc: And Subsidiafies

_Notes To Consolidated Financial Statements

Note1; Organizato i Sigadat ASSSuRting FOTles (ContHlad)

_ﬁpﬁfﬁmmﬁt&fﬂﬁ valug because, the'mte st rates an these instriments apprdklmate cufrent market rates;
Subplies inveritories: Invéntories are'statéd attfie lower of gost (irstin, fist out methody o market

Property and egulpment::Property and equipmient'are recorded at cost. Major repairs and betterments; if
.matenal ‘are capitalized: The costof mui[ne mamtanance ‘and’ repalrs is charged fe amtmg expenses as

Assets: Usefu] Life in Years' .

Leasehold Improvemenls 7-25
Laboratory equipment. 5190
Furniture, office and techriology 5-10

11



‘Atlantis Global Holdings; inc; And Subsidiaries

'Notes To Consolidated Financial Statements

Note1:  Organization And Significant Accounting Policiés (Contifiued)

‘Coodwill: Goodwill represents’the excess: afihe ‘purchase price of an: ar.:qmred busmess aver the fair value’ uf_
the. underlgnng assets ac:qulred iabililie 's_‘.assumed Guudw:llwﬂl be! amumzed overa penud “of 15.1 years.
for tax PUIPOSES . “This’ assetis not amumzed and matead is fested t’urlmpamnent at legst annuaily and
betweei annual tests; fjgn_event ﬂccurs !hat wuuld mure-hke[y—than -not redlice the fair value of ihe repumngf_'
umt be!uw its; carryrlng value:

Inveslmenls in affiliates: Tte Company: |5_ar;cuuntmg for its. investments'in afflliaies by the equity melhod:
_under which the; Cnmpany S, shareof the, ei’mcame rar I:rss of the affiliales ]_s rem:rgmz.ed in the Cﬂmpany 5
‘consalidated statements of in é ) 6 i the inv
tecéived from affiliates are, treated” as a redugtion’ -::‘:f the lnvestmeni accaunt i
;rnfurmalmn regarding lnvestmenta in affiliates. .

See' Nute 6 for fu:iher

‘Uaruatmn uf Innq Iwed assets The Gampany ac:cau"tsfﬂrthe va[uatmn Df [rang Iwed asseis under

'Asseis to be disposed of are'repnﬂab]e at the. [uwar af he; carrying amnunt nffanr 'qalua !ess cnsts td sell
-There was no, Impairmeni of [cmg [weﬁ asseis n:ianhf ed in 2017,:2018,.0r 2(]15

Advemsmg The costs of advemsmgj{whnch‘;nnsmis pnmanly of pramnt[nnal materals.and; mema

:requtres rent m be’ rec:ngmzed ratahly nver the.fifeof. the Iease Rent paymants Iowerlhan or m excess of
rental expense are feported a5 a deférred rent:asset or liabllily.:

Incomie taxes: " The Company, wilh the consent of its stockholders, has elected 1o be taxed. under applicable
federal and; state income tax laws, whlch pmwde that'in’ |IEU af curporatmn :ncume taxes lhe stuckhuldem
are taxed ﬂn lheu" pmpumunate share of the’ respectwe Company s taxable.i income, As'a resu[t af this’
election; no pm\glstun or liability fur mcume taxes has been recugmzed m lhe accumpanymg cunsuhdated
EI'nan clal state ments;

(IR S GAAP, reqmres Lhe; evaluation’ uf lax pusﬂmns [aken o expected tu be: taken in the cuurse uf prepar_lng

01’ |0GEIT Eluihﬂl'[l[ES fﬂl’ EEEFS thﬁl’E 2[”4

12



ilais Giobal Heiais, In. And Subsiiaie

_Nétes To Consolidated Financial Statemenis

Note 1. Organzaton And Signfant Accoutii Polies (Cotiec)

:ended Der.:emtuer 31, 2047 2G1ﬁ and 2015 the Cumpan:.r made mntnbutluns tu !he p]an iutallng

51,507,356, $718, 123 and 5322,80: __._f-res;::emwe[y

Stack-hased emplayee compensation: The Gampany hasa Nﬂnstalutcrry Smck Dptmp Plan, which is furller
described in Note 12, The. Company remgmzes compensatmn e:-cpense'.far emp[ayee award ,'r'anted in
;aﬂmrdance with’ FHSB ASCTI8; Gompensatmn “This Standard réquires that the: comp on'anst re]atlng ;
o share -hased payrnent transactions; mc[udmg grants e_mp[uyee stock cptmns be.; recogmzed i finanaial
st emenl;s That cdst will be meaaurer;i based an. 1he grant date fair va[ue of the equrtyr -:;u‘ liability :nstrumem.s'
ENT d,

The. Cﬂmpany I‘E(:ﬂl‘dE mmpensatmn'm "_t"wﬂ.hm lhE aammpanymg ﬂGnSﬂ[[da'[Ed statements Gf mmme
*reﬂemmg the number ﬂf awards that are EKQEG’[Ed l"I:I ‘UEE!‘ Eﬂﬁ Suﬁh :‘.:051 L3 ﬂﬂ]quEd lD I‘EﬂEE’L thﬂSE awart:is
:that do u[lrmalaiy '».rest

Trie fair Value of Shafe-based Gopensation'(s fecognized over the emiployeé's tequisie service period;

Subsequent evenis: The Company has evaluated whiethier any sibsequent evenls that requlre recognition or
discipsure in lhe a::curnpan:.fmg consolidaled T‘ nancial statements and nntes theret "have taken piace

Notz2: RestatementAnd Reclassifications

Ee’staié r"riem= :

[sabﬂ]ﬂes and mtscfasmf c.atinn of Iniangth]a assets as [nﬁafn[te Iwed __s:-‘.et rmt subjec:{ mﬂzalmn

; D_unn_g the years énded December 3, 2{}15 and 2015, the Company remgnized cnmmlssiun BXperise.on

13



Atlantis Global Holdings; Inc; And Subsidiaries

'Notes To Consolidated Financial Statements

‘Nﬁte"?i

. Pregaid cxpenzas -
“Intangible asscls

'L Defcn:d :amr@utnms
'1Tﬂal assm.;-.

: Accw. pgpbh and m:cn.u:d c.xpcrmrs
! Gither current Babditias’
Ec’fhl‘-l.m‘!"'?”'!“@ Eabiliies .

 Total abiitios.

Endolmr quij" '

- Gales, markefing arxd udu'erhsmg
-Dﬁpmch'twn and ambmznhnn

,-Hét'incm'm;

(End o year equity”

R Sﬁkﬁ. mrknllng :md ::du'eﬂm]ng
.Depmcmnmmd am;a'haatmn

Hetincome:

Réstaerin i RECgSuifichlos (Coitnded

- 2016

As Pradoisly

- Repérted "

- Aecneal for.
cammsslnn.. .
P.:w:l'bln )

Fﬁzdgu
Ob‘lm'lnn“

Int.‘mglblr_-
‘Amporiizaticn

-As Restatod

3023.8%; 'S

2085283

g

{850, 7005

. (63333 -

2% 2T

+2,451,950

8,550,000

S 130.040374' %

Lm0

(45007001 -

B3N

51 524605541

5 21650082 |
’ 353.71]] .

E-QGUODU

" (S0
{3 OE0 000

.13 21 Eeesn

45136044

. 6243.480°

14,206,700

Frn

‘s it

'S . i5.249.480)

(633753

S5 TTON5AT

BB71,240]
3825412

2915305

i

B4, TBES43
4028312

‘s 138317407

& sisss 5

dishod

§ dbeoiso:

s Prgviously

Frapartad

sAeerual far
Gomnussluns .
- Payabla

lntangubh
Amnrt:zamn

A Restatad

E i04Taes E

NaAEETR 5

{233,353

U5 36908387

"§0 Zr5TATES

55 1179874

o5 (2875362

1, 99‘352-1

1 ?575,1 81 d

S§ 3752361

- N kv

.

5.

FREA K]

- (233.333)

50 35143074

iﬁddlhﬁnﬂ[ly. thE -::-peratmg GEtSh flows:. Gf ﬂl& mnsolldated statements Df GEIS]'I ﬂﬁWS fDl’ 2015 Ell'ld 2‘]‘1 5 hHV'E!'.'-
‘Been resiated fOI‘ an’ addltmnai 54{]13 000 and’ 5233 333 ﬂf amurtrzahcrn gxpense fr::rthe }fEﬂFS ended
.December 31; 2@1‘5 and 2015; respemwaly. and to. FEﬂEﬂ mr;reases in. changes in: Eﬁﬂﬂuﬂtﬁ PEI}I’ED[E and.
accrued expenses of 52 915 305 and: 51 1?9 BTd forthe years ended Décember. 31 2{}15 and’ 2015”

.rESpectwely
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Atlantis Global Holdings; inc. And Subsidiaries

'Notes To Cansoiidated Financial Statements

Note'2. 'Restatement'and Reclassifications {Cantinued)

Reclagsification .

During 2017, .certain’ 2016 and 2015, mnsullﬁated income statéments and balance sheets amounts were -
’reclassﬁ‘ed to, cunfunn wﬂh current. :.rear presenf.atmn

:Dunng 21)1? lhe !13(Jvm;:|5m3.r revrewed ils’ presentaltun ufcuntractuai adjustments and Ips_ses for, uncul[ectible-

These réclassifications had io-efféct 6n previously réported net assets or ifcorme:
Note'd;  -Patisiit AGEouiits Receivable

_ 20T 2016

" Patfent Aéchiints fecaivable; Groes . $ 25926347 U 133479035

- Altoivancea for codtractual nd‘uslments 5 ‘{204,032,552) - (100, 1B6,4215
' Allevaance for uncellectible accounts {3 2T7.28E6) 143?51‘1} .

: Patient actgunts receivable, pet 3 JB1852,468 - 57 [30FTEINL

Bes.Note'2-for'a discussion of reclassification of allowance amouts;

15



‘Atlanls Global Holdings; Inc: And Subsidiaries

'N6tes To Consolidated Financial Statements

Note'd; Intangible Assets

1Ammzmg inr.ang'bh:r nssm
Intnllecmnl pmperw
‘Liecnacs s

:Ammzmg intarxgible Sas ety
Intelk:mml pIopty
Lizénses

Range 207

'A::umuta!ad
: Amnrt:za'lmn

“Useful Lo

['n"aa rs) el

Mot :

710 g 3gaads0; .
AR s

{1 bd20dm) 5
-

;2501442
484795 -

& - 3887570 8

3101333} -

-2 706,237

2018

‘Accumtlated -
"Amnritza'hc-n

T iaa L
ot

et

§5 dpiin 5

B T a5 060 “& 460

(635,451} - .5

3205349
245611

- BBETAI0 5 (63000

2,451950

I Movember 2017 the Company, purchaseﬁ several clinical protocol-related patents for $791, EBE} -These

-'patents viere detemuned to'have g rema!mng usefu] Ilfe uf ten years.-

2017, $411'J 53? in 2{]16 and $233 333in; 2015

‘See Note:2 for a discussici of thg restatement of ntanglble ssets:

Mote 5: :Property’And Equipment

200

\mortization experise was

5457413

Breingl:]

Lard

E:Buﬂd’ngﬁ

Equipiment, furniiirg and !'p:h,l_ves
'_Lcnsd'mldlmptwcmnts T

.'Equmment under :apilal leaso

Atcumutated depreciation,

Depreciation expense was $6,590,326 in 2017,

5 ., 2,868 S

219,385
150,583,508
" BATEITE:
3,233,838
315,128

ko

219985 -
=3'2? 1?3925.:
a 3214.2531

4,591,684
315128

JB5,661,282
{12,361.711)

e 54?.315

(5,965 554}

- 53,289,571

w5

- 28,581,262 ¢

53,817,825 1 2016, and $1,766,191 1n 2015,

16



Atiantls Global Holdings, inc; And Subsidiaries

'Nétes To Consolidated Financial Statements

Note 6. Investmentsin Affiliates;

The major components of investments in alfiliates were ag follows: -

_ . 21T 2018
‘Alantis Holding Cotpoeation o e e
- Imeestmient i affitate - Ascess Dt:rgm-stlc Jnslmm T.LG 5 5673532 3 BEIEEAT
“Atlandls Program Manager, LLCE .
Investimiant i affiEe - Glebal Genamics Graup, LLG ; 4,555,260 584 601
Tm'cstmcnt [n afrﬁaie Innmlh*n Dmgrmﬂ: l::bomto:y L,LP ) 3,702,040 -

§ Sazesasz 5. 054458

The Company [s disclosing unaudited aggregated summarized financial data for the.Company's. equity,
melhod investments. This adgregated Summarnzed financial data:does not represent the.Company’s

fpmpnrlionale.share;nrequ[iy-meihnd assels’ or’ earmngs Aggregale total assels_ﬂf ihe eqmty -nelhod
.fnuestmenls [n which the Gnmpany inuested totaled 594, 726,669 asof DEcember 31 2{}1? ﬁhggregate total
[Eabﬂ]ﬂes nf_t]*teaquuly—meﬂmd inve‘stments in. whmh th 'G{_:mpany inuested tot_ared 55[] 293 515 as ﬂf

| Ly=IT]
tﬂlaled 53 1(14 ?53 fm' ﬂ"le permd ended December 31 2[]1'.-”

I July 2014 the Company formed a whull:.r ﬂWﬂEd Iitnited’ !lﬂblllty‘ company (Allantis. ngram Manager LLG}
:fur ihe purpuse of huldmg uwnemhrp mterests m n‘umeslm operatlng 1u'entu _s_“; In du[yr 2(}‘[6 Atlantls Prugram}

. B L

; [rai:uhly cumpany'. in. exchange fur & cﬂmmﬂmem b:.r the Cnmpany’ to. lnvesl $17.350, EJGD uver the penud fmm.‘
July 2016 to May: 2019/ G3's’ busmess mudel is o deue]up corfi dentlal intellectual’ pruperty As of Decemher ;
3, 2{]1? 8, 695,141 hagﬁ_ been m\.rested in’ GB Ieavmg a tutai remam;ng cummltment nl $8, 654 859 The
:December at; 2D1? and EU‘EE respec’twe]y.- “The' cumulatwe nei iuss af. ear.:h repurlmg dafe IS mu::[uﬁed as g’
reductmn tu mvestments in; aﬁ' ]Jates inth :_‘_mnsuhdated ba[ance sheels

;|I'i May EEHT Allant:s Fmgram MEIF'IEIQEF LLC El’if.EI‘Ed IﬂtO HJQII’IE venture lr'l W]‘llGh it has a DﬂE*lhlfd
_cwnersth interest in Infovative, Dlagnustlc Laburatury’, LLC: {IDL} BLr perfurms EulunSenlw teslmg {atesl.
for.the detection of colon’ cancer} in their Richmond; Ulrglma Iab. The Company | made investmenls ang
iadvanc.es to'IDL dunng 2017: of 54,444,693 At Dedember 31, 201? the Company fecorded a ret lossaf
BT42.653 fmm it investment in oL Startlng i 2018 IPL wﬂl pay the Cnmpany I'ﬂ"_.l'HltlES ﬁar early [ung
;GHHGEI' delectmn tEStS perfanned m th& Cnmpany S I{ansas lElb
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Atlantis Global Hofdings, Inc: And Subsidiaries

_ N otes ."Fﬁ ﬁsns dﬁtiaied'Fiﬁsncls.l.'ﬁisi'e ments

Note's: Investiments in Affiliates (Contirived)

The Company had previously formed’a whs][y—uwnsd Detavare: mrpuratmn {Attantis Holding Corporation} in-
'Apn] 20140, 1o fold. uwnsrshlp lnterssts in vsnous real’ estate mvsstmsnts Dunng the first qusnsr of 2034,
‘Altantis’ Huldrng Corpgration. scqmred a 50% mtsresi ina [rmlted [zshlhty cumpsny, Access Dlsgnusltc
Inistitute; LEC {ADXI).-During 2015; At!sntls Hu1dmg Curpuratlsn ssqulrsd an’additional 3.9094%, ADXlLowns:
ths sxlstm sn_d sxpsnded fz-:ui:ut:-rstu:r*g,Ir fa_mllt:.r i Cisrmunt Flurgds The, Csmpan:.r [ssses_a"smnn“ csnl pumun

'Ghangss tu the mvsstmsnt vsiue uf ﬂDXI fr.'-r 21)1? snd 2&16 wers ss fullows

- 2OV “'2ﬂ15
' Equity camings (ksscs) 5 1,667,162 " 5T {34391}
. Dpadends regehed . ’ T2 7 »ZEB.AE2

Note7. Acquisitions

To snhlnce ihe Cumpanys prodicl uft'snngs -an: Dctubsr 22, 2[}1? lhs Eumpany acqmred substsntlsllz.r ali
whtch i’ based fn the United Ktngdun Dncrmmuns USA :s bsssd in bs Sum Ksnsss The: Ssllsr develspsd .
‘patented and cummemtahzsd a simple’ ph:.rslc s"rdered h[uud fest toaid | i the fisk’ assessment ang: ssrlyr
'detsctmn of Iung cancer. The: pumhase price; Gf 52 EDE} 006 mnslstsd of 31, 2513 {'.!DD psid on ihs clusmg}__,_ ate;,
sf lhs acqutsmun snd 51 250,000in a nole’ thsl is. paysble qusrteﬂ:.r i 2[}13

‘The acquisition was accounted for as'a business combination: The follewing table summarizes recognized
:smsunts of. ldsnm‘ahls ssssl,s acqurred st lhs acqulsmun dsts Wh](}h Were: rscurded st fstr "u"all.!E

) Equtpmcnt* 413873 "
Gadll - L0551
:ﬁg;{tfmgg!: 23 2000000 -

1As psrt uf lhs scqms:tmn the Cﬂmpal‘l}i’ sntsrsd intoa [tcsnsmg agmsmsntiw th ths Sslter whu::h pmwdss
the. Cumpsny ke exclusive nghi to. rnsr[v;st ang. psrfmm EarlyCDT-Lung: tsstmg‘m the L!mtsci Ststes ‘The .
licensing: sgrssmsnt requires the- Cumpany o pay the'Seller m:.ra[lyf pa:.rments psr iest subject to.certain’
‘annual minimum psymsnls These minimum rayalt:.r psymsnts are:as follows: -

.. BT 1625000
12019 - T 3,290000
2020 T 8,875.000
By 5,500,000
2022 “ 5,560,000

F 250000
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'.N.ﬂ.té}?i fﬁt?-’_q!i.i_éit_i.b..nﬁ._iﬂﬁﬁitir!iié@!i

:Onmmmune L!SA and lhe I{ansas Emsmence Authunty {KEA} wnlh a pnnmpal of $2 647, 299 and an mterest
rale of 6%. The'noleis’ schedu]ed t-::- be’ repald November 2020 The' principal and: interest’ amounts ﬁue in
21]18 2[}1 9 an-:l 2{]20 are 5943 4?4 5953 521 and $963 521 respectﬂ_.rgly In retum !he Se[[er has mgned an;

_.ut' E% whu::h us scheduled tu be repa]ci ratt:ai:u]yr until lts fil nal repaymen |h=Februar3r 2&23

NSIER.  LeaseOblgatais;

'I'uiluws

Neats Ending Decambar 21,

20167 “$! 5900826
2019 Y X1
2020° (8,188,485
‘2021 ;56,336,254
il BIGENTE

w3 A0TVA08

‘Al December 31,2017 and 20186, the net book value of assets ace mged throtigh’capital lsases’ repurted in’,
the EDHSDlIdEf.Ed ba!ance sheets as, pmperly and equrpment was 5131 ;303.-and $210, 085; respectwe]y
Amortrzaimn ﬂf Cﬂplla] |Eﬂ$$$ hES ﬁEEF‘I IﬂGludEd in depremaimn EX[JEHSE Fﬂ]‘ thE PEﬁﬂdS Eﬂﬂ&d DEGEI‘HDE]‘
31, 20172016 and 2015 rental expensé on opéraiing léasés was $7,582 665,52,548,005 and $1,539,785;
Fespectively.

‘See Note g for'a discussion of rental transactions with related parties..
Note9.  Related-Party Transactions' And Obligations

:In Januar*g,ir 201? lhe Cumpany Entered mtu an Amenﬁed and Rastated Lease Agreemeni for its’ Iaburatury

:years from lhe ﬁate the expanded Iaburatur:.r fam[ltyr ber:umes avallab[e Thls IeaSe :s w:th a' re[ated.-psgrf.y
.{ADXi} and IS pald un a nei bams cunsequent]y’, lhe E.“.runmpsmy,.r is respunsnb[e fur mamtenance pmperﬁy
:and 2{}18 was 33 560, 305 and 5‘! 1486; EU? respectwel:.r There ivas nu related parlyr rent expense f-:iﬁhe
;year ended DEGEI‘I‘IDEF 31 2515 Future rnmzmum IEESE payments ‘andér.this Iease are lnGludEd in Nﬂt& 3

:NSU ﬂ'lE Cnmpany hEIS masie -El mmmnmem iﬂ :rwesf. 51? 35[} ﬂﬂ'ﬂ' il"i G3 DVEF thE PEI‘[DC.’ fF'DITI du]y 2515 to

:I's.flaz.r 2!319 [See Note E} F\t December 345 2:!1? the outstanding amount of that comimitrment was $8,654:859.
and that balance'is saheduled to Be paid by 21:119
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Noté 10,  Obligations Urider Bank Loaris:

Line of Credil and Letter of Credit

In ,.fanuar:«r 2ﬂ1ﬁ lhe Et:vmpany,;r entered lntu a SEE} 000, ﬂﬂﬂ Ir_ne ul:c_‘.;eid;t }ﬁ_uth a ba{nk whlch was amende;i in

asany.a e

gertain’ financial covenants. {fixed charge.mverage ratica ;mnmrnum tanglb]e nei worth ratm} as wéll'as:
Sustamarny: negative covenantﬁ which limit indebtedness and dividend distributions, among olbiers. As.of
December 31,2017, there was 54,794,614 vutstanding on the ling of credit...

:.|I‘t JHF'IE! 2{315 the Campany enterad into an; F\mﬂﬂﬁEd Eﬂd RESlEI’[EEi LGEF‘I ﬂQI‘EETﬂEﬂt fﬂi‘thﬂ 520,000, ﬂﬂﬂ'
e Gf GFEﬂli ThlS EIQFEEITIEM FEﬁEﬁI"LEd thE".uS_E Of HIE |li‘iE Of BI‘EdJi mmmnment m EISG lﬂGIL[ﬂE the
_54,[][]1] Uﬂﬂ stam:ihy [EﬁEf Df GFEdlt Tf}lS [ s fﬁf ihE benet’t ﬂf l’hE ;Z!I‘ll‘!'l‘u:'ﬂ‘ﬁr FEﬂl EStEltG iEI‘ldEl‘ E$SE‘IEIHIEC|

lender’s bank until all tenaht: rmprn#remenls." re mmp[ated and fhe’ cnnmtmns far the firtal canstrucﬁon draw._r a
‘have been salisfied, Thisdepasitory.acount is recorded s reslricted.cash on the consolidated batance
sheets!

‘As’indicated above, the Company'entéred into' 3 second amendmerit 1o the line of credit, which became
.‘effec:twa on ﬁaf:u‘uar;.,iI 24 2[]1& T.h qn_nd amendmeni {a} exlenﬁed 1hee tmn date {b} repiaced the

-_amomzalmn {EBETDA} ral[n ‘of notle Iess ﬂian 2 00:1:00°and, (¢} mcreasedlhs fixed: chargef coverage. ratm
.fmm 1.06:1, 5{] IO 1 {]D 2 5[]

Equigment Loans

Buaring the years-ended Decernber 31, 2017°and 2018, the' Company entered into.lhe following equipment:
loans;

2017 2018
$5.5 fillion, due ihuna 2070, A50% ..., 5 3520425 S (4854804
| 576 million, dira May 2021, 3.20% - 5.42% - 5,748,257 et L
52 0'milion, dud Juna 2022, 3.33% 1,845,738

3 A4 5 - 4854604
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Note 10.  Obligations Under Bank Loans (Continued)

Aggregate maturities of equipment loans at December 31, 2017, are due in future years as follows:

Years Ending Decamber 31,

2018 S 3.203.845
2019 3314883
2020 2,685,691
2021 2.020.527
2022 898,472

Each of the loan agreements above contain certain financial and operating covenants and restrictions with
which the Company must comply as well as periodic reporting requirements.

Note 11. Stockholders’ Equity and Capital Formation

.Equity ) ,

The Company is owned by 17 shareholders all of whom are individual investors and their related trusts. The
officers and other key personnel hold 84% of the outstandmg stock, and the remaining shareholders are
absentee owners. that have no management influence.

The Company has been created as an S Corporation. Consequently, the Company will make periodic
distributions to fund federal and state income tax obligations of the shareholders as well as to distribute
eamings at the discretion of the Board. Distributions recorded for the’ years ended December 31,2017,2016
and 2015 totaled $17,914,268, $96, 790 428 and $5,504,321, respectively.

On October 31, 2016, a Co-Founder of the Company retired. A Settlement Agreement and Release was
signed with the Co-Founder on February 28, 2015, for a total of $20,000,000. The Agreement redeemed the
Co-Founder’s 100 shares of Company. stock; which represented 5.102% of the Companys outstandmg '
shares, for $18,800,000 and paid a bonus in the amount of $1,200,000 which was reflected in the
consolidated balance sheets in accrued expenses at December 31, 2016. The Company paid $7,100,000 of
the stock redemption agreement on June 1, 2017. The remainder of the agreement is scheduled to be paid
as follows: 55,850,000 on June 1, 2018 and $5,850,000 on June 1; 2019.

_Stock Compensation

On August 31, 2013, the Company adopted a Nonstatutory Stock Option Plan (Plan). The Plan authorized a
total of 98 shares of common stock options to be granted to option holders. On September 18, 2017. the
Plan was amended to increase the number of authorized common stock reserved forissuance to 177
shares. The Plan provides eligible employees stock option grants to purchase shares of Company common
stock at an exercise price no less than the fair market value of the stock on the date of grant. The stock
options are subject to forfeiture if employment terminates prior to the end of the vesting period prescribed by
the'Board of Directors.- Optrons are subject only to time vesting requarements Stock options expire on the
date designated by the Board of Directors, but in' no event more than ten years from the date of grant.
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‘Nétes To Consolidated Financial Statements

Note 1. -Si_hﬂkhﬁlﬁéfs!:Eﬁyiwéh’ﬂF?@Pi._t.'a.l_Fﬁ'ﬂﬂ'_a'tiéﬁ.'{Gﬂ_htin_ﬁ.,.éd}ﬁ

va!ualmn mudel Expected volal[hlz.r is based upun mpfreﬁ vu[ahhties frum cumparab[e pubhc ccvmpsm;n,,r stock .
pnces The_expected term .represenls the permd uf trme thal uptmns granted are; expacted tu be uulstandmg

rn effecf. gl the tlme_uf_grant

The weighted : average ‘fair value of options:granted and assumptions Wsed in valuing options granted in‘the -
penuds presented are:

2T “21:]15
dehlcd mrmne la:r v;]un n!‘ aptlom at gr:lnt dalu % 44 193 R 2’2.&14
‘Evpreted uﬂahﬂif TR 32%\_._
Dividend yicld - % 0%
JRBkfrey interest rafe: A0 T0% 1 EU%.;
E:qm:md l'n'h:lmg p-cm-:l in’ mrs 2 9-‘3 133 _47575.27

iNn oplions were- granted! durmg the. yeanended December: 31 2[}1 BIA summary of nption acthnty as of
December 31 2{]1? -and’ changes diiring the yearthen ended is presented below: =

Weighted.. ‘Weiphted Averngo’

oo . Avcmge ... Remalning:

: Dptions Exerise Prica Contrachol Tem -
Oetstanding aidanuarﬂ 201? b AL .23 a0
Gianted 88 s 168000] -
: Expreiied Tl 5 B . :
‘ Foelettod | ) - % . -
‘Outstanding at December 31,2007 . . _ . i378 %7 BT3B 5. Fyears -
‘Viested or axpecto tamsmnmmbem 2017 : 1378 1§ SRS 57 yours. .
‘Exercisabio ot Docember 31, 2017 . 637 0§ 32255 5.7 years
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'N.ﬁt.t‘é'fl 1? '_Sl.'?f'ék_h'e.léiﬂ f?:‘-.EHlfl'itf. .ﬂ'ﬂ";! Cﬂ'ﬁitﬁl,.F.?'_fiﬁ'ﬂtiﬁﬂ .{G‘ﬁh'tiﬁﬁeﬁl‘

1he year then ended is presented beluw

', Moceztéd: nghh@d Aiiragd’
Cptiars ™ ‘Grank Fair Viatug
vaested at Jamary‘l 201? A0 5 s 9_15.'-':
Giratied 308§ ‘da16
Eversisid i B o
Mested” AT g (27,785
‘Forfelted! - =5
Mervastod ot Dﬂcm‘nﬂ 31, 201? 741§ 18832

For the years'ended December.21;2017,°2016 and 2013, stock-based compensation expense 'of 8452 6489,
'$541;857:and $780,151, respeelwe]y, was reengmzed i genera! dnd‘administrative. expense _n'_the
‘Gonsalidated statemenfs of income. This amotnt.i& inc]uded in {he cnnsohdaied balanc:e sheets in: the
:stockhe[ders equ[lg,.r secl on éas admtmnal ﬁe[d m ea]:u_ """

‘As of December 31, 2017, there was approximately 31,323,323 of tolal unrecognized compensation expense.
‘related to nonvested eplmns granted underthe Plan. ‘i_‘he Costis expecled to-be’ reeugmzed overa welghted-.
-average penud of :;1;:~|::vm::(1matelyr 1.7 :.rears “The, ietal fair va[ue ufuplmns veste::i during thes years ended
December 31, 2(11? 2016'and’ 2515 was $4ﬂB 483 5 I-‘UQS 327 and $317, 353 respeetwe]y ’

.N.ee. 12% }‘@P{'!F.?‘!‘.f:"ﬁ?‘? 9?'.6.@@1*'!%@3

_U 8. residenls and are Insured under thlrd party agreements

AS, of December.31, 201 7.and 2018; the Company had concenlralion.riskiof12% and 14%, respectively, witly
‘Medteare With. lhe exeeptaun ei Med:care lhe. Cumpany' r:fm? not have any' euneentratmns uf {:redlt nsk?wnh
_anz.r nne payur '

Note'13. Risks'and Uncertainties

The Gompany, Ike olher entilies in the ealth'care sendces indusiry is subject to-certaln inherent risks that
,requ[re ihe use of eerla[n management estlmates in ihe. preparalmn of the: Gnmpanys _nsni[da_l_ed f nanc]al
.siaiemenls and il |s reasunahlg,r pnss:hle ihat a change in such eshmates may occ:ur o

The Company's operations are subject to. a variety of federal, state;"and [ocal legal and regulalory.risks,.
'[nc]udmg withoul limilation ihe federal Anﬂ-Kmkheek stalute and the’ federal Ethms in Pal[ent Référral ﬁ.et {s0-
called Slark Law), which‘apply to wtualiy ali compames engaged in'the health care Services mduslryr The:
Anfi-Kickback'statute prnhnbn "amnng other things; 1he offer.. payment; ‘solicitation-or receipt of any form)] of
rermurieration in retitrn for. the referral of Medicare and. 'eaid pai]enls;-Th'e:;Sia'rk Law\preh[bifs;:_wit_h' B
limited exeeptlens f‘ nanmal relahunshlps belween f:.ertaln zatnu::tll:arg.ur semee pmmﬁers and refemng T
gphj.rsmlans
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Note13.  Risks and Uncertainties (Continued)’

The Medmaid and Medlcare prugrams are"hlgh[y regu]ated Gumphance w;th Iaws a_nd re 'u]atluns gwemlngf_'

:makes 4 fﬂl‘l"ﬂ‘c’ll demand f'DI‘ rmmf::ursement 'eve’n TE]EltEd 1@ EGHtEStEEi ltE]’TIS paz.rment mfxst EJE'! made fﬂl‘
.thSE [lE!TTIS bEfﬂi‘E lhE pmwﬂer IS gwen El‘l trppﬂrtumty 10 appeal and I'ES'DWE ﬂ"tE GEI$E

_VThE Cﬂmpany has nm bEEI‘t lﬂ‘u’D]‘u‘Ed lﬂ Eﬂﬁ’ G[EllmS ordemand& l“c'llEE!Ei IJY ﬂ‘lE Medmare ﬂ]‘ MEd[GH[d

: H : 1_.|,r g4l .
:pmceemngs were m bé. determ]ned adversa to’ Ihe Gnmpany. 1hare GGU]{I ha a matenal adverse.effect an the:
financiai condition, resulls ﬂf nperatmns or eash ﬂows ofihe Gompany

The Company purchasés professional and general liabilty insiirance to cover medical malpractice elainis on

‘claims made basis for. employees Inat'are. praclicing phyfs[c:[ans . Theéré‘are rio’material krown:claims or
[ncidents that may result'in Ihe asserion of addilional claims:
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