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Dear U.S. Physical Therapy Shareholder,

2024 was another successful year of growth amid a difficult operating environment. As always, it is important that | recognize
our incredible clinicians around the country, who delivered life-improving results through more than 5.3 million patient
interactions in 2024. It is clear that our patients and referral sources appreciate the care provided, as evidenced by our record
patient volume measured on a per-clinic basis and extraordinarily high net promoter score of 94 across our more than 730
partner-centric locations in 44 states.

Over the past four years, our industry has been under tremendous pressure with respect to reimbursement from Federal
payors. This is especially true of Medicare, which represents approximately one-third of our payor mix. Physical therapy
was not the intended target of these reductions, but we were, in fact, caught up in them as “collateral damage”. The
physician fee schedule “budget neutrality” provisions were enacted several years ago to target the highest earning physician
specialists (which we are clearly not) to pay for needed primary care increases. Unfortunately, the organizations that make
recommendations on how to apportion reductions don’t always get it right, and physical therapy was inadvertently caught in
the middle.

The Alliance for Physical Therapy Quality and Innovation (APTQI), which advocates on the part of our profession,
commissioned an independent study several years ago involving patients with low back pain. This study involved Medicare
beneficiaries and differentiated those who obtained physical therapy early on versus a path involving other interventions
including injections, pharmaceuticals, and even bedrest to solve the issue. What we learned is that a completed treatment
regimen for low back pain that is physical therapy-centric results in significantly less cost for resolution of that issue. Even
more importantly, those who completed a course of physical therapy incurred less total healthcare spend over the
next year as compared to patients who addressed their issue in a different manner.

Why do we think that is? Through a carefully designed course of physical therapy, the underlying issues that resulted in a
particular pain or functional problem are addressed. Not only does a patient’s pain abate, but underlying function improves.
In short, they move better and more easily, they are able to do more without fatigue or pain, and they are stronger and more
resilient. And what happens when these functional markers improve? They move more. They garden and walk and engage
more with friends and family. Their health outlook improves. And, with activity as well as social engagement, other important
markers are believed to improve as well, resulting in higher quality of life.
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In my opinion, and in the opinion of a great many of our nation’s lawmakers, we should not continue to be the target of
reimbursement cuts when our care prevents many more costly interventions, is quick and efficient, and saves the system in
downstream medical costs, among other significant attributes.

*  We successfully drove demand for our PT services to an all-time high;

*  We established monthly records for visits per clinic per day in 9 of the 12 months in 2024;
¢ We set quarterly records for visits per clinic per day in Q2, Q3 and Q4 of 2024

e We increased total revenue 11%, despite the Medicare reductions we absorbed

e We increased our net rate to $104.71 in 2024 from $102.80 in 2023, due in large part to successful commercial contract
renegotiations, coupled with an increase in volume of our higher paying worker’'s compensation business.

*  We opened 29 physical therapy locations and completed acquisitions adding another 74 locations, which included
entering three new states: New York, Colorado, and Utah.

*  We completed an acquisition in our injury prevention business which has generated phenomenal growth
and service delivery

* Revenues from our IIP business increased approximately 24% for the year and our profit from IIP operations improved
22% compared to 2023.

And we were able to do all of this while keeping our balance sheet strong.

We have more work to do in 2025 and beyond, particularly in cost rationalization, which has been difficult in light of record
demand and a very competitive hiring environment. Our team is focused on rolling out new technology that will enable
our partnerships to better control staffing-related costs in 2025. And, we have a few new things that we are working on as
well from a care delivery standpoint that we are not quite ready to discuss yet, but that we believe will be beneficial to our
continued growth in the future.

In closing, let me say that we understand that repetitive and persistent Federal reimbursement cuts have created challenges
that have impacted our business. However, we are a resilient group with a great deal of tenacity and a fervent belief in
our Company and in physical therapy in general. We know that our services touch the lives of so many, allowing them to
regain lost function, to move free of pain again, to pursue the things they dream about doing, and to provide for themselves
and their families. We have work to do as well and, rest assured, we are approaching every day with an intensity of focus to
achieve the things that are important to the lives of our patients, our staff and our shareholders alike.

Thank you for your faith and support, and may God continue to bless all of us to make a positive difference whenever and
wherever possible.

Sincerely,

Chris Reading

Chairman and Chief Executive Officer
USP 1300 W. Sam Houston Parkway S., Suite 300
ONE PARTNER . Houston, TX 77042
creading@usph.com
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FORWARD-LOOKING STATEMENTS

We make statements in this report that are considered forward-looking statements within the meaning given
such term under Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). These
statements contain forward-looking information relating to the financial condition, results of operations, plans,
objectives, future performance and business of our Company. These statements (often using words such as
“believes™, “expects”, “intends”, “plans’, “appear”’, “‘should” and similar words) involve risks and
uncertainties that could cause actual results to differ materially from those we project. Included among such
statements, but not limited to, are those relating to opening clinics, availability of personnel and the insurance
reimbursement environment. The forward-looking statements are based on our current views and assumptions,
and actual results could differ materially from those anticipated in such forward-looking statements as a result of
certain risks, uncertainties, and factors, which include, but are not limited to:

changes in Medicare rules and guidelines and reimbursement or failure of our clinics to maintain their
Medicare certification and/or enrollment status;

revenue we receive from Medicare and Medicaid being subject to potential retroactive reduction;

changes in reimbursement rates or payment methods from third party payors including government
agencies, and changes in the deductibles and co-pays owed by patients;

private third-party payors for our services may adopt payment policies that could limit our future
revenue and profitability;

compliance with federal and state laws and regulations relating to the privacy of individually
identifiable patient information, and associated fines and penalties for failure to comply;

compliance with state laws and regulations relating to the corporate practice of medicine and fee
splitting, and associated fines and penalties for failure to comply ;

competitive, economic or reimbursement conditions in our markets which may require us to reorganize
or close certain clinics and thereby incur losses and/or closure costs including the possible write-down
or write-off of goodwill and other intangible assets;

the impact of future public health crises and epidemics/pandemics, such as was the case with the novel
strain of COVID-19 and its variants;

certain of our acquisition agreements contain put-rights related to a future purchase of significant equity
interests in our subsidiaries or in a separate company;

the impact of future vaccinations and/or testing mandates at the federal, state and/or local level, which
could have an adverse impact on staffing, revenue, costs and the results of operations;

our debt and financial obligations could adversely affect our financial condition, our ability to obtain
future financing and our ability to operate our business;

changes as the result of government enacted national healthcare reform;
the ability to control variable interest entities for which we do not have a direct ownership;
business and regulatory conditions including federal and state regulations;

governmental and other third party payor inspections, reviews, investigations and audits, which may
result in sanctions or reputational harm and increased costs;

revenue and earnings expectations;

contingent consideration provisions in certain our acquisition agreements, the value of which may
impact future financial results;

legal actions, which could subject us to increased operating costs and uninsured liabilities;

general economic conditions, including but not limited to inflationary and recessionary periods;



actual or perceived events involving banking volatility or limited liability, defaults or other adverse
developments that affect the U.S or the international financial systems, may result in market wide
liquidity problems which could have a material and adverse impact on our available cash and results of
operations;

our business depends on hiring, training, and retaining qualified employees;
availability and cost of qualified physical therapists;

competitive environment in the industrial injury prevention services business, which could result in the
termination or non-renewal of contractual service arrangements and other adverse financial
consequences for that service line;

our ability to identify and complete acquisitions, and the successful integration of the operations of the
acquired businesses;

impact on the business and cash reserves resulting from retirement or resignation of key partners and
resulting purchase of their non-controlling interest (minority interests);

maintaining our information technology systems with adequate safeguards to protect against
cyber-attacks;

a security breach of our or our third party vendors’ information technology systems may subject us to
potential legal action and reputational harm and may result in a violation of the Health Insurance
Portability and Accountability Act of 1996 of the Health Information Technology for Economic and
Clinical Health Act;

maintaining clients for which we perform management, industrial injury prevention related services,
and other services, as a breach or termination of those contractual arrangements by such clients could
cause operating results to be less than expected;

maintaining adequate internal controls;
maintaining necessary insurance coverage;
availability, terms, and use of capital; and

weather and other seasonal factors.

Many factors are beyond our control. Given these uncertainties, you should not place undue reliance on our
forward-looking statements. Please see the other sections of this report and our other periodic reports filed with
the Securities and Exchange Commission (the “SEC’) for more information on these factors. Our
forward-looking statements represent our estimates and assumptions only as of the date of this report. Except as
required by law, we are under no obligation to update any forward-looking statement, regardless of the reason
the statement may no longer be accurate.



PART I
ITEM 1. BUSINESS
GENERAL

LR ENT3 LR T3

U.S. Physical Therapy, Inc. and subsidiaries (collectively, “we”, “us”, “our” or the “Company’’), operates
its business through two reportable business segments. Our reportable segments consist of the physical therapy
operations segment and the industrial injury prevention services (“IIP””) segment. Through our subsidiaries, we
operate and/or manage outpatient physical therapy clinics that provide pre-and post-operative care for a variety of
orthopedic-related disorders and sports-related injuries, treatment for neurological-related injuries and
rehabilitation of injured workers. We also have a majority interest in businesses which are leading providers of
industrial injury prevention services. Services provided in this business include onsite injury prevention and
rehabilitation, performance optimization, post-offer employment testing, functional capacity evaluations and
ergonomic assessments. The majority of the IIP services are contracted with and paid for directly by employers,
including a number of Fortune 500 companies. Other clients include large insurers and their contractors. These
services are performed through Industrial Sports Medicine Professionals, consisting primarily of specialized
certified athletic trainers.

We were re-incorporated in April 1992 under the laws of the State of Nevada and have operating
subsidiaries organized in various states in the form of limited partnerships, limited liability companies and
wholly-owned corporations. This description of our business should be read in conjunction with our financial
statements and the related notes contained in Item 8 in this Annual Report on Form 10-K.

Our principal executive offices are located at 1300 West Sam Houston Parkway South, Suite 300, Houston,
Texas 77042. Our telephone number is (713) 297-7000. Our website is www.usph.com.

Acquisitions of Businesses and Interests

During the last three years, we completed the acquisitions of the following clinic practices and IIP
businesses detailed below:

% Interest Number of

Acquisition Date Acquired Clinics
November 2024 AcquiSition. . ........ ... . November30,2024 75% 8
October 2024 AcqUiSItiON. . . ..o vt ittt October 31, 2024 50% 50
August 2024 Acquisition .. ........... i August 31, 2024 70% 8
April 2024 AcqUiSition . .. ... it April 30, 2024 ox *
March 2024 Acquisition .. ......... .. ... . i March 29, 2024 50% 9
October 2023 AcquiSition. .. .......vuitnen .. October 31, 2023 HEE *
September 2023 Acquisition 1 ......... .. ... ... ... September 29, 2023 70% 4
September 2023 Acquisition 2. ........ .. i September 29, 2023 70% 1
July 2023 Acquisition. ........ ... .. i July 31, 2023 70% 7
May 2023 AcqUiSition. . ... ovuvt e May 31, 2023 45% 4
February 2023 Acquisition . .. ........... ..., February 28, 2023 80% 1
November 2022 AcquiSition. . ... ..o . November 30, 2022 80% 13
October 2022 AcqUiSItiON. . ... ..ottt October 31, 2022 60% 14
September 2022 Acquisition. .. ... September 30, 2022 80% 2
August 2022 Acquisition . ...........iii August 31, 2022 70% 6
March 2022 Acquisition ... ... March 31, 2022 70% 6
* IIP business

#%*  On April 30, 2024, one of our primary IIP businesses, Briotix Health Limited Partnership, acquired 100% of an IIP business.
##% On October 31, 2023, we concurrently acquired 100% of an IIP business and a 55% equity interest in an ergonomics software business
(“October 2023 Acquisition™).
Besides the multi-clinic acquisitions referenced in the table above, during 2024 and 2023, we purchased the
assets and businesses of eight and nine physical therapy clinics, respectively, in separate transactions.



Our strategy is to continue acquiring outpatient physical therapy practices, develop outpatient physical
therapy clinics as satellites in existing partnerships, manage outpatient physical therapy clinics owned by
third parties, and continue acquiring companies that provide or serve the Company’s industrial injury prevention
services sector.

On May 30, 2023, we completed a secondary offering of 1,916,667 shares of its common stock at an
offering price of $90.00 per share. Upon completion of the offering, we received net proceeds of approximately
$163.6 million, after deducting an underwriting discount of $8.6 million and recognizing related fees and
expenses of $0.2 million. A portion of the net proceeds was used to repay the $35.0 million then outstanding
under our credit facility while the remainder was used primarily for additional acquisitions.

OUR OPERATING SEGMENTS
Physical Therapy Operations

Our physical therapy operations segment primarily operates through subsidiary clinic partnerships
(““Clinic Partnerships”), in which we generally serve as the general partner or managing member of the
Clinic Partnerships. Our equity interests generally range from 65% to 75% (a range of 10%-99%) in the
Clinic Partnerships. For the vast majority of the Clinic Partnerships, the managing healthcare practitioner is a
physical therapist who owns the remaining limited partnership interest in the Clinic Partnership. Generally, the
therapist partners have no interest in the net losses of Clinic Partnerships, except to the extent of their capital
accounts. Since we also develop satellite clinic facilities of existing clinics, most Clinic Partnerships consist of
more than one clinic location. Some of the Clinic Partnerships serve as management services organizations which
manage and provide staffing and a variety of administrative services to physical therapy provider entities in
which we do not have an ownership interest. These Clinic Partnerships similarly are owned collectively by the
Company and one or more physical therapists who are involved in the management of the operations. To a lesser
extent, the Company operates some clinics, through wholly-owned subsidiaries (hereinafter referred to as
“Wholly-Owned Facilities”).

Our Clinics

We operated and/or managed 729 clinics in 43 states on December 31, 2024. Our highest concentration of
clinics is in the following states: Texas, Tennessee, Michigan, New York, Virginia, Oregon, Florida, Pennsylvania,
Georgia, Maryland, Idaho, Missouri, Arizona, Alabama, Connecticut, South Carolina, and Wyoming. In addition
to these clinics, we also managed 39 hospital and/or physician owned physical therapy practices as of
December 31, 2024, through management contracts.

The table below indicates historical information regarding our clinic counts.

Clinic Count Roll Forward

For the Year Ended
December 31, 2024 December 31, 2023

Number of clinics owned or managed, beginning of period. ................ 671 640
AdIions™ .. ... 103 46
Closed or SOld . . . ..ot (45) (15)
Number of clinics owned or managed, end of period. ..................... 729 671

(1) The Company also manages clinics owned by third parties through management contracts. In addition to the clinic count shown above,
as of December 31, 2024, the Company managed 39 clinics bringing the total owned/managed clinics to 768. As of December 31,
2023, the Company managed 43 clinics bringing the total owned/managed clinics to 714.

(2) Includes clinics added through acquisitions.

Our typical clinic occupies 1,000 to 7,000 square feet of leased space in an office building or shopping
center. There are 20 clinics occupying space in the range of over 7,000 square feet to 16,500 square feet. We
attempt to lease ground level space for our patients’ ease of access to clinics.

Each Clinic Partnership maintains an independent local identity, while at the same time enjoying the benefits
of national purchasing, negotiated third-party payor contracts, centralized support services and management



practices. Under a management agreement, we provide a variety of support services to each clinic, including
supervision of site selection, construction, clinic design and equipment selection, establishment of accounting
systems and billing procedures and training of office support personnel, processing of accounts payable,
non-clinical operational direction, auditing of regulatory compliance, payroll, benefits administration, accounting
services, legal services, quality assurance and marketing support.

We provide services at our clinics on an outpatient basis and generally charge for treatment on a per
procedure basis. Medicare patients are charged based on prescribed time increments and Medicare billing
standards. In addition, our clinics will develop, when appropriate, individual maintenance and self-management
exercise programs to be continued after treatment. We continually assess the potential for developing new
services and expanding the methods of providing existing services in the most efficient manner while providing
high quality patient care.

Therapists at our clinics initially perform a comprehensive evaluation of each patient, which is then
followed by a treatment plan specific to the injury as prescribed by the patient’s physician. The treatment plan
may include a number of procedures, including therapeutic exercise, manual therapy techniques, ultrasound,
electrical stimulation, hot packs, iontophoresis, education on management of daily life skills and home exercise
programs. A clinic’s business primarily comes from referrals by local physicians.

Patient Care Providers and Staffing

Typical minimum staff at a clinic consists of a licensed physical therapist and an office manager. As patient
visits grow, staffing may also include additional physical therapists, occupational therapists, therapy assistants,
aides, exercise physiologists, athletic trainers and office personnel. Therapy services are performed under the
supervision of a licensed therapist.

We continue to seek to attract employment of physical therapists who have established relationships with
physicians and other referral sources by offering these therapists a competitive salary and incentives based on the
profitability of the clinic that they manage. For multi-site clinic practices in which a controlling interest is
acquired by us, the prior owners typically continue as employees to manage the clinic operations, retaining a
non-controlling ownership interest in the clinics and receiving a competitive salary for managing the clinic
operations. In addition, we have developed satellite clinic facilities as part of existing Clinic Partnerships and
Wholly-Owned Facilities, with the result that a substantial number of Clinic Partnerships and Wholly-Owned
Facilities operate more than one clinic location.

Typically, each therapist partner or director, including those employed by Clinic Partnerships in which we
acquired a majority interest, enters into a multi-year employment agreement for a term of up to five years with
their Clinic Partnership. Each agreement typically provides for a covenant not to compete during the period of
his or her employment and for up to two years thereafter. Under each employment agreement, the therapist
partner receives a base salary and may receive a bonus based on the net revenues or profits generated by their
Clinic Partnership or specific clinic. In the case of Clinic Partnerships, the therapist partner receives earnings
distributions based upon their ownership interest. Upon termination of employment, we typically have the right
to purchase the therapist’s partnership interest in Clinic Partnerships. For those Clinic Partnerships we created in
connection with an acquisition, our partner also has the right to cause us to purchase their interest upon
termination of their employment, generally after a set holding period.

In connection with most of our acquired clinics, in the event that a limited non-controlling interest partner’s
employment ceases and certain requirements are met as detailed in the respective limited partnership agreements,
the Company has a call right (the “Call Right”’) and the selling entity or individual has a put right (the “‘Put
Right™) with respect to the partner’s limited partnership interests. The Put Right and the Call Right do not
expire, even upon an individual partner’s death, and contain no mandatory redemption feature. In addition,
certain of these selling entities or individuals have the right to exercise some or all of their Put Right as of a
specified anniversary date, in addition to having such rights upon termination of employment. The purchase price
of the partner’s limited partnership interest upon exercise of the Put Right or the Call Right is calculated at a
predetermined multiple of earnings performance as detailed in the respective agreements.

Sources of Revenue

Payor sources for physical therapy operations are primarily managed care programs, commercial health
insurance, Medicare/Medicaid and workers’ compensation insurance. Commercial health insurance, Medicare and



managed care programs generally provide coverage to patients utilizing our clinics after payment by the patients
of normal deductibles and co-insurance payments. Workers’ compensation laws generally require employers to
provide, directly or indirectly through insurance, costs of medical rehabilitation for their employees from
work-related injuries and disabilities and, in some jurisdictions, mandatory vocational rehabilitation, usually
without any deductibles, co-payments or cost sharing. Treatments for patients who are parties to personal injury
cases are generally paid from the proceeds of settlements with insurance companies or from favorable judgments.
If an unfavorable judgment is received, collection efforts are generally not pursued against the patient and the
patient’s account is written-off against established reserves. Bad debt reserves relating to all receivable types are
regularly reviewed and adjusted as appropriate.

The following table shows our payor mix for the periods presented.

For the Year Ended

December 31, 2024 December 31, 2023 December 31, 2022
Net Patient Net Patient Net Patient
Payor Revenue Percentage Revenue Percentage Revenue Percentage

(In thousands, except percentages)

Managed Care Programs/Commercial

Health Insurance .. .................. $264,704 472% $244.470 475% $215,822 46.5%
Medicare/Medicaid .................... 202,040 36.0% 188,329 36.6% 174,401 37.5%
Workers’ Compensation Insurance . . ... ... 56,524 10.1% 48,834 9.5% 45,010 9.7%
Other ....... .. i 37,285 6.7% 32,923 6.4% 29,357 6.3%

Total ....... .. $560,553 100.0% $514,556 100.0% $464,590 100.0%

Our physical therapy business depends to a significant extent on our relationships with commercial health
insurers, health maintenance organizations, preferred provider organizations and workers’ compensation insurers.
In some geographical areas, our clinics must be approved as providers by key health maintenance organizations
and preferred provider plans to obtain payments. Failure to obtain or maintain these approvals would adversely
affect financial results.

Medicare

During the year ended December 31, 2024, approximately 40.6% of our visits and 36.0% of our net patient
revenue was from patients with Medicare or Medicaid program coverage. To receive Medicare reimbursement, a
facility (Medicare Certified Rehabilitation Agency) or the individual therapist (Physical/Occupational Therapist in
Private Practice) must meet applicable participation conditions set by the Department of Health and Human
Services (“HHS”’) relating to the type of facility, equipment, recordkeeping, personnel and standards of medical
care, and also must comply with all state and local laws. HHS, through Centers for Medicare & Medicaid
Services (““CMS”) and designated agencies, periodically inspects or surveys clinics/providers for approval and/or
compliance. Failure of our subsidiaries to obtain or maintain certifications as Medicare providers or failure to
enroll as a group of physical/occupational therapists in a private practice could adversely affect financial results.

The Medicare program reimburses outpatient rehabilitation providers based on the Medicare Physician Fee
Schedule (“MPFS’’). Outpatient rehabilitation providers may enroll in Medicare as institutional outpatient
rehabilitation facilities (i.e., rehab agencies) or individual physical or occupational therapists in private practice.
The majority of our clinicians are enrolled as individual physical or occupational therapists in private practice
while the remaining balance of providers are reimbursed through enrolled rehab agencies.

For calendar years 2021, 2022 and 2023, Centers for Medicare and Medicaid Services (““CMS”’) expected
decreases in Medicare reimbursement were partially offset by one-time increases in payments as a result of other
legislation passed by Congress, resulting in decreases of approximately 3.5%, 0.75% and 2.0% in each of these
years, respectively. For January 1 through March 8 of 2024, CMS’s final rule resulted in an approximate
3.5% decrease in Medicare payments for the therapy specialty. However, effective as of March 9, 2024, pursuant
to the Consolidated Appropriations Act, 2024, Congress minimized the reduction in Medicare payments for
therapy services for the balance of 2024, resulting in an approximate 1.8% reduction in Medicare payments for
therapy services (rather than the 3.5% decrease). The MPFS proposed by CMS for 2025, if enacted, is expected
to decrease Medicare reimbursement for therapy services by approximately 2.9% as compared to the
reimbursement rates in effect for most of 2024.



In the final 2020 MPFS rule, CMS clarified that when the physical therapist is involved for the entire
duration of the service and the physical therapist assistant (“PTA”) provides skilled therapy alongside the
physical therapist, an identification of the PTA’s participation (as denoted by a “CQ modifier’”) is not required.
Also, when the same service (code) is furnished separately by the physical therapist and PTA, CMS applies the
de minimis standard to each 15-minute unit of codes, not on the total physical therapist and PTA time of the
service. For dates of service on and after January 1, 2022, CMS pays for physical therapy and occupational
therapy services provided by PTAs and occupational therapist assistants (““OTAs”) at 85% of the otherwise
applicable Part B payment amount. CMS allows a timed service to be billed without a CQ (for PTA’s) or
CO (for OTA’s) modifier when a PTA or OTA participates in providing care, but the physical therapist or
occupational therapist meets the Medicare billing requirements without including the PTA’s or OTA’s minutes.
This occurs when the physical therapist or occupational therapist provides more minutes than the 15-minute
midpoint. The proposed 2025 MPFS final rule does not contain any policy changes concerning the modifiers for
services provided by physical therapy and occupational therapist assistants.

The Budget Control Act of 2011 increased the federal debt ceiling in connection with deficit reductions over
the next ten years and requires automatic reductions in federal spending by approximately $1.2 trillion. Payments
to Medicare providers are subject to these automatic spending reductions, subject to a 2% cap. The Bipartisan
Budget Act of 2018 extended the 2% reductions to Medicare payments through fiscal year 2027.

Beginning in 2021, payments to individual therapists (Physical/Occupational Therapist in Private Practice)
paid under the fee schedule may be subject to adjustment based on performance in the Merit Based Incentive
Payment System (“MIPS’’), which measures performance based on certain quality metrics, resource use, and
meaningful use of electronic health records. Therapists eligible to participate in MIPS include only those
therapists who are enrolled with Medicare as private practice providers and does not include therapists in
facility-based providers, such as our clinics enrolled as certified rehabilitation agencies. Less than 3% of our
therapist providers currently participate in MIPS. Under the MIPS requirements, a provider’s performance is
assessed according to established performance standards each year and then is used to determine an adjustment
factor that is applied to the professional’s payment for the corresponding payment year. For those therapist
providers who participated in MIPS during 2020 through 2023, the resulting average payment adjustment was an
increase of 1%. The 2025 adjustment for those therapist providers who participated in MIPS during 2024 is
expected to remain at an average increase of approximately 1%.

Under the Middle-Class Tax Relief and Job Creation Act of 2012 (“MCTRA”), since October 1, 2012,
patients who met or exceeded $3,700 in therapy expenditures during a calendar year have been subject to a
manual medical review to determine whether applicable payment criteria are satisfied. The $3,700 threshold is
applied to Physical Therapy and Speech Language Pathology Services; a separate $3,700 threshold is applied to
the Occupational Therapy. The Medicare Access and CHIP Reauthorization Act of 2015 (“MACRA”) directed
CMS to modify the manual medical review process such that those reviews will no longer apply to all claims
exceeding the $3,700 threshold and instead will be determined on a targeted basis based on a variety of factors
that CMS considers appropriate.

The Bipartisan Budget Act of 2018 extended the targeted medical review indefinitely but reduces the
threshold to $3,000 through December 31, 2027. For 2028, the threshold amount will be increased by the
percentage increase in the Medicare Economic Index (“MEI”) for 2028 and in subsequent years the
threshold amount will increase based on the corresponding percentage increase in the MEI for such subsequent
year.

CMS adopted a multiple procedure payment reduction (“MPPR”) for therapy services in the final update to
the MPFES for calendar year 2011. The MPPR applied to all outpatient therapy services paid under Medicare
Part B — occupational therapy, physical therapy and speech-language pathology. Under the policy, the Medicare
program pays 100% of the practice expense component of the Relative Value Unit (““RVU”’) for the therapy
procedure with the highest practice expense RVU, then reduces the payment for the practice expense component
for the second and subsequent therapy procedures or units of service furnished during the same day for the same
patient, regardless of whether those therapy services are furnished in separate sessions. In 2013, the practice
expense component for the second and subsequent therapy service furnished during the same day for the same
patient was reduced by 50%.



Given the history of frequent revisions to the Medicare program and its reimbursement rates and rules, we
may not continue to receive reimbursement rates from Medicare that sufficiently compensate us for our services
or, in some instances, cover our 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 and/or Medicaid
reimbursement payments could materially and, adversely, affect our business, financial condition and results of
operations.

Statutes, regulations, and payment rules governing the delivery of therapy services to Medicare beneficiaries
are complex and subject to interpretation. We believe that we are in compliance, in all material respects, with all
applicable laws and regulations and are not aware of any pending or threatened investigations involving
allegations of potential wrongdoing that would have a material effect on our financial statements as of
December 31, 2024. Compliance with such laws and regulations can be subject to future government review and
interpretation, as well as significant regulatory action including fines, penalties, and exclusion from the Medicare
program.

Marketing

We focus our marketing efforts primarily on physicians, including orthopedic surgeons, neurosurgeons,
physiatrists, internal medicine physicians, podiatrists, occupational medicine physicians and general practitioners.
In marketing to the physician community, we emphasize our commitment to quality patient care and regular
communication with physicians regarding patient progress. We employ personnel to assist clinic directors in
developing and implementing marketing plans for the physician community and to assist in establishing
relationships with health maintenance organizations, preferred provider organizations, case managers and
insurance companies.

Industrial Injury Prevention Services

Services provided in the IIP segment include onsite injury prevention and rehabilitation, performance
optimization, post offer employment testing, functional capacity evaluations, and ergonomic assessments. The
majority of these services are contracted with and paid for directly by employers, including a number of Fortune
500 companies. Other clients include large insurers and their contractors. Our Company performs these services
through Industrial Sports Medicine Professionals, consisting of both physical therapists and ATCs.

In 2017, we acquired a 55% interest in an initial IIP business. In 2018, we acquired a 65% interest in
another business in the IIP sector and then combined the two businesses. After the combination, we owned a
59.45% interest in the combined business, Briotix Health, Limited Partnership (*““Briotix Health”). In 2019, we
acquired 100% of a third provider of industrial injury prevention services. The acquired company specializes in
delivering injury prevention and care, post offer employment testing, functional capacity evaluations and
return-to-work services. It performs these services across a network in 45 states including onsite at eleven client
locations. The business was then combined with Briotix Health increasing our ownership position in the
partnership to approximately 76%. In 2021, we acquired a company that specializes in return-to-work and
ergonomic services, among other offerings and contributed those assets to Briotix Health. On October 31, 2023,
we made an acquisition and purchased 100% of an additional IIP business and contributed its assets to
Briotix Health. As part of the October 2023 Acquisition, we also acquired a 55% interest in an ergonomics
software business. In April 2024, the Company acquired 100% of an IIP business and contributed its assets to
Briotix Health. Subsequent to the abovementioned acquisitions and the purchases and sales of the redeemable
non-controlling interests of the limited partners, our ownership in Briotix Health is approximately 92%.

On November 30, 2021, we acquired an approximate 70% interest in another leading provider of
IIP services. The founders and owners retained the remaining interest.

FACTORS INFLUENCING DEMAND FOR PHYSICAL THERAPY SERVICES

We believe that the following factors, among others, influence the growth of outpatient physical therapy
services:

e Economic Benefits of Therapy Services — Purchasers and providers of healthcare services, such as
insurance companies, health maintenance organizations, businesses, and industries, continuously seek



cost savings for traditional healthcare services. We believe that our therapy services provide a
cost-effective way to prevent short-term disabilities from becoming chronic conditions, to help avoid
invasive procedures, to speed recovery from surgery and musculoskeletal injuries and eliminate or
minimize the need for opioids.

e Earlier Hospital Discharge — Changes in health insurance reimbursement, both public and private, have
encouraged the earlier discharge of patients to reduce costs. We believe that early hospital discharge
practices foster greater demand for outpatient physical therapy services.

e Aging Population — In general, the elderly population has a greater incidence of disability compared to
the population as a whole. As this segment of the population continues to grow, we believe that
demand for rehabilitation services will expand.

REGULATION AND HEALTHCARE REFORM

Numerous federal, state and local regulations regulate healthcare services and those who provide them.
Some states into which we may expand have laws requiring facilities employing health professionals and
providing health-related services to be licensed and, in some cases, to be owned by licensed physical therapists.
Our therapists and/or clinics, however, are required to be licensed, as determined by the state in which they
provide services. Failure to obtain or maintain any required approvals or licenses could have a material adverse
effect on our business, financial condition and results of operations.

Regulations Controlling Fraud and Abuse

Various federal and state laws regulate financial relationships involving providers of healthcare services.
These laws include Section 1128B(b) of the Social Security Act (42 U.S. C. § 1320a-7b[b]) (the “Fraud and
Abuse Law”), under which civil and criminal penalties can be imposed upon persons who, among other things,
offer, solicit, pay or receive remuneration in return for (i) the referral of patients for the rendering of any item or
service for which payment may be made, in whole or in part, by a Federal health care program (including
Medicare and Medicaid); or (ii) purchasing, leasing, ordering, or arranging for or recommending purchasing,
leasing, ordering any good, facility, service, or item for which payment may be made, in whole or in part, by a
Federal health care program (including Medicare and Medicaid). We believe that our business procedures and
business arrangements are in compliance with these provisions. However, the provisions are broadly written and
the full extent of their specific application to specific facts and arrangements to which we are a party is uncertain
and difficult to predict. In addition, several states have enacted state laws similar to the Fraud and Abuse Law,
which may be more restrictive than the federal Fraud and Abuse Law.

The Office of the Inspector General (““OIG”) of HHS has issued regulations describing compensation
financial arrangements that fall within a “Safe Harbor™ and, therefore, are not viewed as illegal remuneration
under the Fraud and Abuse Law. Failure to fall within a Safe Harbor does not mean that the Fraud and Abuse
Law has been violated; however, the OIG has indicated that failure to fall within a Safe Harbor may subject an
arrangement to increased scrutiny under a “‘facts and circumstances” test.

The OIG also has issued special fraud alerts and special advisory bulletins to remind the provider
community of the importance and application of certain aspects of the Fraud and Abuse Law. One of the
OIG special fraud alerts related to the rental of space in physician offices by persons or entities to which the
physicians refer patients. The OIG’s stated concern in these arrangements is that rental payments may be
disguised kickbacks to the physician-landlords to induce referrals. We rent clinic space for some of our clinics
from referring physicians and have taken the steps that we believe are necessary to ensure that all leases comply
to the extent possible and applicable, with the space rental Safe Harbor to the Fraud and Abuse Law.

One of the OIG’s special advisory bulletins addressed certain complex contractual arrangements for the
provision of items and services. This special advisory bulletin identified several characteristics commonly
exhibited by suspect arrangements, the existence of one or more of which could indicate a prohibited
arrangement to the OIG.

Due to the nature of our business operations, some of our management service arrangements exhibit one or
more of these characteristics. However, we believe we have taken steps regarding the structure of such
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arrangements as necessary to sufficiently distinguish them from these suspect ventures, and to comply with the
requirements of the Fraud and Abuse Law. However, if the OIG believes we have entered into a prohibited
contractual joint venture, it could have an adverse effect on our business, financial condition and results of
operations.

Although the business of managing physician-owned and hospital-owned physical therapy facilities is
regulated by the Fraud and Abuse Law, the manner in which we contract with such facilities often falls outside
the complete scope of available Safe Harbors. We believe our arrangements comply with the Fraud and Abuse
Law, even though federal courts provide limited guidance as to the application of the Fraud and Abuse Law to
these arrangements. If our management contracts are held to violate the Fraud and Abuse Law, it could have an
adverse effect on our business, financial condition and results of operations.

Stark Law

Provisions of the Omnibus Budget Reconciliation Act of 1993 (42 U.S.C. § 1395nn) (the ““Stark Law’")
prohibit referrals by a physician of “designated health services” which are payable, in whole or in part, by
Medicare or Medicaid, to an entity in which the physician or the physician’s immediate family member has an
investment interest or other financial relationship, subject to several exceptions. Unlike the Fraud and Abuse
Law, the Stark Law is a strict liability statute. Proof of intent to violate the Stark Law is not required. Physical
therapy and occupational therapy services are among the ““designated health services’. Further, the Stark Law
has application to our management contracts with individual physicians and physician groups, as well as any
other financial relationship between us and referring physicians, including medical advisor arrangements and any
financial transaction resulting from a clinic acquisition. The Stark Law also prohibits billing for services rendered
pursuant to a prohibited referral. Several states have enacted laws similar to the Stark Law. These state laws may
cover all (not just Medicare and Medicaid) patients. As with the Fraud and Abuse Law, we consider the Stark
Law in planning our clinics, establishing contractual and other arrangements with physicians, marketing and
other activities, and believe that our operations are in compliance with the Stark Law. If we violate the Stark
Law or any similar state laws, our financial results and operations could be adversely affected. Penalties for
violations include denial of payment for the services, significant civil monetary penalties, and exclusion from the
Medicare and Medicaid programs.

Corporate Practice of Medicine; Fee-Splitting

We also contract with physician-owned professional corporations and physical therapists owned professional
corporations to deliver our services to them on behalf of their patients. We may also enter into management
and/or administrative services agreements with these physician-owned and/or therapist-owned professional
corporations pursuant to which we may provide them with staffing, billing, scheduling and a wide range of other
services, and they pay us for those services out of the fees they collect from patients and third-party payors.
These contractual relationships will be subject to various state laws, including those of New York, that prohibit
fee-splitting or the practice of medicine by lay entities or persons and are intended to prevent unlicensed persons
from interfering with or influencing the licensed physician’s or physical therapist’s professional judgment. In
addition, various state laws also generally prohibit the sharing of professional services income with
nonprofessional or business interests. Activities other than those directly related to the delivery of healthcare may
be considered an element of the practice of medicine in many states.

State corporate practice of medicine and fee-splitting laws also vary from state to state and are not always
consistent among states. In addition, these requirements are subject to broad powers of interpretation and
enforcement by state regulators. Some of these requirements may apply to us even if we do not have a physical
presence in the state, based solely on our engagement of a provider licensed in the state or the provision of
telehealth to a resident of the state. Failure to comply could lead to adverse judicial or administrative action
against us and/or our providers, civil or criminal penalties, receipt of cease-and-desist orders from state
regulators, loss of provider licenses, the need to make changes to the terms of engagement of our providers that
interfere with our business and other materially adverse consequences. While we believe our arrangements with
physician-owned and physical therapist-owned professional corporations are not in conflict with applicable state
corporate practice of medicine restrictions, a state or a court could in the future determine that our arrangements
implicate the restrictions on the corporate practice of medicine.
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HIPAA

In an effort to further combat healthcare fraud and protect patient confidentially, Congress included several
anti-fraud measures in the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”). HIPAA
created a source of funding for fraud control to coordinate federal, state and local healthcare law enforcement
programs, conduct investigations, provide guidance to the healthcare industry concerning fraudulent healthcare
practices, and establish a national data bank to receive and report final adverse actions. HIPAA also criminalized
certain forms of health fraud against all public and private payors. Additionally, HIPAA mandates the adoption of
standards regarding the exchange of healthcare information in an effort to ensure the privacy and electronic
security of patient information and standards relating to the privacy of health information. Sanctions for failing to
comply with HIPAA include criminal penalties and civil sanctions. In February of 2009, the American Recovery
and Reinvestment Act of 2009 (““ARRA”) was signed into law. Title XIII of ARRA, the Health Information
Technology for Economic and Clinical Health Act (“HITECH”), provided for substantial Medicare and Medicaid
incentives for providers to adopt electronic health records (““EHRs’’) and grants for the development of health
information exchange (‘‘HIE’’). Recognizing that HIE and EHR systems will not be implemented unless the
public can be assured that the privacy and security of patient information in such systems is protected, HITECH
also significantly expanded the scope of the privacy and security requirements under HIPAA. Most notable are
the mandatory breach notification requirements and a heightened enforcement scheme that includes increased
penalties, and which now apply to business associates as well as to covered entities. In addition to HIPAA, a
number of states have adopted laws and/or regulations applicable in the use and disclosure of individually
identifiable health information that can be more stringent than comparable provisions under HIPAA.

We believe that our operations comply with applicable standards for privacy and security of protected
healthcare information. We cannot predict what negative effect, if any, HIPAA/HITECH or any applicable state
law or regulation will have on our business.

Other Regulatory Factors

Political, economic and regulatory influences are fundamentally changing the healthcare industry in the
United States. Congress, state legislatures and the private sector continue to review and assess alternative
healthcare delivery and payment systems. Potential alternative approaches could include mandated basic
healthcare benefits, controls on healthcare spending through limitations on the growth of private health insurance
premiums and Medicare and Medicaid spending, the creation of large insurance purchasing groups, and price
controls. Legislative debate is expected to continue in the future and market forces are expected to demand only
modest increases or reduced costs. For instance, managed care entities are demanding lower reimbursement rates
from healthcare providers and, in some cases, are requiring or encouraging providers to accept payments that
may not allow providers to cover their full costs or realize traditional levels of profitability. We cannot
reasonably predict what impact the adoption of federal or state healthcare reform measures or future private
sector reform may have on our business.

COMPETITION

The healthcare industry, including the physical therapy business and the industrial injury prevention services
business, is highly competitive. The physical therapy business as well as the industrial injury prevention services
business are both highly fragmented with no company having a significant market share nationally. We believe
that we are one of the largest national outpatient physical therapy services providers.

Competitive factors affecting our business include quality of care, cost, treatment outcomes, convenience of
location, and relationships with, and ability to meet the needs of, referral and payor sources. Our clinics compete,
directly or indirectly, with many types of healthcare providers including the physical therapy departments of
hospitals, private therapy clinics, physician-owned therapy clinics, and chiropractors. We may face more intense
competition if consolidation of the therapy industry continues.

We believe that our partnership strategy provides us with a competitive advantage. Our clinics are partly
owned by therapists who have developed exceptional reputations in their local communities and these
therapist-owners oversee their respective clinic operations helping to ensure the success of the clinics.

ENFORCEMENT ENVIRONMENT

In recent years, federal and state governments have launched several initiatives aimed at uncovering
behavior that violates the federal civil and criminal laws regarding false claims and fraudulent billing and coding
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practices. Such laws require providers to adhere to complex reimbursement requirements regarding proper billing
and coding in order to be compensated for their services by government payors. Our compliance program
requires adherence to applicable law and promotes reimbursement education and training; however, a
determination that our clinics’ billing and coding practices are false or fraudulent could have a material adverse
effect on us.

As a result of our participation in the Medicare and Medicaid programs, we are subject to various
governmental inspections, reviews, audits and investigations to verify our compliance with these programs and
applicable laws and regulations. Federal, state and private payors regularly conduct audits of billing and coding
practices at our clinics. An adverse inspection, review, audit or investigation could result in refunding the
amounts we have been paid; fines penalties and/or revocation of billing privileges for the affected clinics; the
imposition of a corporate integrity agreement; exclusion from participation in the Medicare or Medicaid
programs or one or more managed care payor networks; or damage to our reputation.

We and our clinics are subject to federal and state laws prohibiting entities and individuals from knowingly
and willfully making claims to Medicare, Medicaid and other governmental programs and third-party payors that
contain false or fraudulent information. The federal False Claims Act encourages private individuals to file suits
on behalf of the government against healthcare providers such as us. As such suits are generally filed under seal
with a court to allow the government adequate time to investigate and determine whether it will intervene in the
action, the implicated healthcare providers often are unaware of the suit until the government has made its
determination and the seal is lifted. Violations or alleged violations of such laws, and any related lawsuits, could
result in (i) exclusion from participation in Medicare, Medicaid and other federal healthcare programs, or
(ii) significant financial or criminal sanctions, resulting in the possibility of substantial financial penalties for
small billing errors that are replicated in a large number of claims, as each individual claim could be deemed a
separate violation. In addition, many states also have enacted similar statutes, which may include criminal
penalties, substantial fines, and treble damages.

COMPLIANCE PROGRAM
Our Compliance Program

Our ongoing success depends upon our reputation for quality service and ethical business practices. We
operate in a highly regulated environment with many federal, state and local laws and regulations. We take a
proactive interest in understanding and complying with the laws and regulations that apply to our business.

Our Board of Directors (the “Board”) has adopted a Code of Business Conduct and Ethics and a set of
Corporate Governance Guidelines to clarify the ethical standards under which the Board and management carry
out their duties. In addition, the Board has created a Compliance Committee of the Board (““Compliance
Committee”) whose purpose is to assist the Board in discharging their oversight responsibilities with respect to
compliance with federal and state laws and regulations relating to healthcare.

We have issued a Compliance Manual and created compliance training materials, hand-outs and an on-line
testing program. These tools were prepared to ensure that every employee of our Company and subsidiaries has a
clear understanding of our mutual commitment to high standards of professionalism, honesty, fairness and
compliance with the law in conducting business. These standards are administered by our Chief Compliance
Officer (““CCO”’), who has the responsibility for the day-to-day oversight, administration and development of our
compliance program. The CCO, internal and external counsel, management and the Compliance Committee
review our policies and procedures for our compliance program from time to time in an effort to improve
operations and to ensure compliance with requirements of standards, laws and regulations and to reflect the
on-going compliance focus areas which have been identified by management, counsel or the Compliance
Committee. We also have established systems for reporting potential violations, educating our employees,
monitoring and auditing compliance and handling enforcement and discipline.

Committees

Our Compliance Committee, appointed by the Board, consists of three independent directors. The
Compliance Committee has general oversight of our Company’s compliance with the legal and regulatory
requirements regarding healthcare operations, as well as cybersecurity. The Compliance Committee relies on the
expertise and knowledge of management, the CCO and other compliance and legal personnel. The CCO regularly
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communicates with the Chairman of the Compliance Committee. The Compliance Committee meets at least
four times a year or more frequently as necessary to carry out its responsibilities and reports regularly to the
Board regarding its actions and recommendations.

We also have an Internal Compliance Committee, which is comprised of Company leaders in the areas of
operations, clinical services, finance, human resources, legal, information technology and credentialing. The
Internal Compliance Committee has the responsibility for evaluating and assessing Company areas of risk
relating to compliance with federal and state healthcare laws, and generally to assist the CCO. The Internal
Compliance Committee meets at least four times a year or more frequently as necessary to carry out its
responsibilities. In addition, management has appointed a team to address our Company’s compliance with
HIPAA. The HIPAA team consists of a security officer and employees from our legal, information systems,
finance, operations, compliance, business services and human resources departments. The team prepares
assessments and makes recommendations regarding operational changes and/or new systems, if needed, to
comply with HIPAA.

Each clinic certified as a Medicare Rehabilitation Agency has a formally appointed governing body
composed of a member of our management and the director/administrator of the clinic. The governing body
retains legal responsibility for the overall conduct of the clinic. The members confer regularly and discuss,
among other issues, clinic compliance with applicable laws and regulations. In addition, there are Professional
Advisory Committees which serve as Infection Control Committees. These committees meet in the facilities and
function as advisors.

We have in place a Risk Management Committee consisting of, among others, the CCO, the Vice President
of Human Resources, and other legal, compliance and operations personnel. This committee reviews and
monitors all employee and patient incident reports and provides clinic personnel with actions to be taken in
response to the reports.

Reporting Violations

In order to facilitate our employees’ ability to report in confidence, anonymously and without retaliation any
perceived improper work-related activities, accounting irregularities and other violations of our compliance
program, we have set up an independent national compliance hotline. The compliance hotline is available to
receive confidential reports of wrongdoing Monday through Friday (excluding holidays), 24 hours a day. The
compliance hotline is staffed by experienced third party professionals trained to utilize utmost care and discretion
in handling sensitive issues and confidential information. The information received is documented and forwarded
timely to the CCO, who, together with the Compliance Committee, has the power and resources to investigate
and resolve matters of improper conduct.

Educating Our Employees

We utilize numerous methods to train our employees in compliance related issues, including an online
learning management system. All employees complete a comprehensive training program comprised of numerous
modules relating to our business and proper practices when newly hired and annually thereafter. The
directors/administrators also provide periodic “‘refresher” training for existing employees and one-on-one
comprehensive training with new hires. The corporate compliance group responds to questions from clinic
personnel and conducts frequent teleconference meetings, webinars and training sessions on a variety of
compliance related topics.

When a clinic opens, we provide a package of compliance materials containing manuals and detailed
instructions for meeting Medicare Conditions of Participation Standards and other compliance requirements.
During follow up training with the director/administrator of the clinic, compliance department staff explain
various details regarding requirements and compliance standards. Compliance staff will remain in contact with
the director/administrator while the clinic is implementing compliance standards and will provide any assistance
required. All new office managers receive training (including Medicare, regulatory and corporate compliance,
insurance billing, charge entry and transaction posting and coding, daily, weekly and monthly accounting reports)
from the training staff at the corporate office. The corporate compliance group will assist in continued
compliance, including guidance to the clinic staff with regard to Medicare certifications, state survey
requirements and responses to any inquiries from regulatory agencies.
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Monitoring and Auditing Clinic Operational Compliance

We have in place audit programs and other procedures to monitor and audit clinic operational compliance
with applicable policies and procedures. We employ internal auditors who, as part of their job responsibilities,
conduct periodic audits of each clinic. Most clinics are audited at least once every 24 months and additional
focused audits are performed as deemed necessary. During these audits, particular attention is given to
compliance with Medicare and internal policies, Federal and state laws and regulations, third party payor
requirements, and patient chart documentation, billing, reporting, record keeping, collections and contract
procedures. The audits are conducted on site or remotely and include interviews with the employees involved in
management, operations, billing and accounts receivable.

Formal audit reports are prepared and reviewed with corporate management and the Compliance Committee.
Each clinic director/administrator receives a letter instructing them of any corrective measures required. Each
clinic director/administrator then works with the compliance team and operations to ensure such corrective
measures are achieved.

Handling Enforcement and Discipline

It is our policy that any employee who fails to comply with compliance program requirements or who
negligently or deliberately fails to comply with known laws or regulations specifically addressed in our
compliance program should be subject to disciplinary action up to and including discharge from employment.
The Compliance Committee, compliance staff, human resources staff and management investigate violations of
our compliance program and impose disciplinary action as considered appropriate.

EMPLOYEES

As of December 31, 2024, we employed approximately 7,028 people nationwide, of which approximately
4,034 were full-time employees. In addition, therapist-owned outpatient physical therapy practices for which we
provide management and/or administrative services employ another 755 employees of which 382 are full-time
employees. It is crucial that we continue to attract and retain top talent. To attract and retain talented employees,
we strive to make our corporate office and all our practices and businesses a diverse and healthy workplace, with
opportunities for our employees to receive continuing education, skill development, encouragement to grow and
develop their career, all supported by competitive compensation, incentives, and benefits. Our clinical
professionals are all licensed and a vast majority have advanced degrees. Our operational leadership teams have
long-standing relationships with local and regional universities, professional affiliations, and other applicable
sources that provide our practices with a talent pipeline.

We provide competitive compensation and benefits programs to help meet our employees’ needs in the
practices and communities in which they serve. These programs (which can vary by practice and employment
classification) include competitive base salaries, incentive compensation plans, a 401(k) plan, healthcare and
insurance benefits, health savings and flexible spending accounts, paid time off, family leave, education
assistance, mental health, and other employee assistance benefits.

We invest resources to develop the talent needed to support our business strategy. Resources include a
multitude of training and development programs delivered internally and externally, online and instructor-led, and
on-the-job learning formats.

We expect to continue adding personnel in the future as we focus on potential acquisition targets and
organic growth opportunities.

AVAILABLE INFORMATION

Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and any
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act are made
available free of charge on our internet website at www.usph.com as soon as reasonably practicable after we
electronically file such material with, or furnish it to, the SEC. The SEC maintains a website that contains
reports, proxy and information statements, and other information regarding our filings at http://www.sec.gov.
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ITEM 1A. RISK FACTORS

Our business, operations and financial condition are subject to various risks. Some of these risks are
described below, and readers of this Annual Report on Form 10-K should take such risks into account in
evaluating our Company or making any decision to invest in us. This section does not describe all risks
applicable to our Company, our industry or our business, and it is intended only as a summary of material factors
affecting our business.

RISKS RELATED TO OUR BUSINESS AND OPERATIONS
Decreases in Medicare reimbursement rate may adversely affect our financial results.

The Medicare program reimburses outpatient rehabilitation providers based on the Medicare Physician Fee
Schedule (“MPFS”). For services provided in 2025, we expect our reimbursement rates under the MPFES to be
approximately 2.9% less than the applicable reimbursement rates during 2024.

Statutes, regulations, and payment rules governing the delivery of therapy services to Medicare beneficiaries
are complex and subject to interpretation. The Company believes that the Company is in compliance, in all
material respects, with all applicable laws and regulations and are not aware of any pending or threatened
investigations involving allegations of potential wrongdoing that would have a material effect on the Company’s
financial statements as of December 31, 2024. Compliance with such laws and regulations can be subject to
future government review and interpretation, as well as significant regulatory action including fines, penalties,
and exclusion from the Medicare program. For the year ended December 31, 2024, and 2023, respectively, net
patient revenues from Medicare were approximately $183.4 million and $170.7 million, respectively.

Given the history of frequent revisions to the Medicare program and its reimbursement rates and rules, we
may not continue to receive reimbursement rates from Medicare that sufficiently compensate us for our services
or, in some instances, cover our 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 and/or Medicaid
reimbursement payments could materially and, adversely, affect our business, financial condition and results of
operations.

Revenue we receive from Medicare and Medicaid is subject to potential retroactive reduction.

Payments we receive from Medicare and Medicaid can be retroactively adjusted after examination 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 either adequate or additional
documentation was not provided or because certain services were not covered or deemed to not be medically
necessary. Significant adjustments, recoupments or repayments of our Medicare or Medicaid revenue, and the
costs associated with complying with investigative audits 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 audits, of payments from payor sources that were either wholly or partially in
excess of the amount that we should have been paid for the service provided. Overpayments may result from a
variety of factors, including insufficient documentation supporting the services rendered or medical necessity of
the 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 the law could lead to significant fines and penalties being
imposed on us. Furthermore, our 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 as well, 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 such amounts, as well as any fines,
penalties or other sanctions that we may incur, could be significant and could have a material and adverse effect
on our results of operations and financial condition.
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From time to time, we are also involved in various external governmental investigations, audits and reviews.
Reviews, audits and investigations of this sort can lead to government 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 investigations, audits
and reviews can also require us to incur significant legal and document production expenses as we cooperate
with the government 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.

Substantially all of our revenues are derived from private and governmental third-party payors. In 2024,
approximately 64.0% of our revenues were derived collectively from managed care plans, commercial health
insurers, workers’ compensation payors, and other private pay revenue sources while approximately 36.0% of our
revenues were derived from Medicare and Medicaid. Initiatives undertaken by industry and government to
contain healthcare costs affect the profitability of our clinics. These payors attempt to control healthcare costs by
contracting with healthcare providers to obtain services on a discounted basis. We believe that this trend will
continue and may limit reimbursement for healthcare services. 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.

In recent years, through legislative and regulatory actions, the federal government has made substantial
changes to various payment systems under the Medicare program. See ‘“‘Business—Sources of Revenue —
Physical Therapy Services” in Item 1 for more information including changes to Medicare reimbursement.
Additional reforms or other changes to these payment systems may be proposed or adopted, either by the
U.S. Congress or by CMS, 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.

Our facilities are subject to extensive federal and state laws and regulations relating to the privacy of
individually identifiable patient information.

HIPAA required the HHS to adopt standards to protect the privacy and security of individually identifiable
health-related information. The department released final regulations containing privacy standards in 2000 and
published revisions to the final regulations in 2002. 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 practices to
protect the security of individually identifiable health information that is maintained or transmitted electronically.
HITECH, which was signed into law in 2009, enhanced the privacy, security and enforcement 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 action 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, 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.
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We are subject to risks associated with public health crises and epidemics/pandemics, such as the novel strain
of coronavirus (“COVID-19”).

Our operations expose us to risks associated with public health crises and epidemics/pandemics, such as
COVID-19 that has spread globally. A public health crisis may lead to disruption and volatility in the global
capital markets, which increases the cost of, and adversely impacts access to, capital and increases economic
uncertainty. A future public health crisis could have an adverse impact on our operations and supply chains,
including a temporary loss of physical therapists and other employees who are infected or quarantined for a
period of time, an increase in cancellations of physical therapy patient appointments and a decline in the
scheduling of new or additional patient appointments.

We expect 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 both 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, most notably Texas, 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. 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 businesses, our business and results of
operations could be materially and adversely affected.

As a result of increased post-payment reviews of claims we submit to Medicare for our services, we may incur
additional costs and may be required to repay amounts already paid to us.

We are subject to regular post-payment inquiries, investigations, and audits of the claims we submit to
Medicare for payment for our services. These post-payment reviews have increased as a result of government
cost-containment initiatives. These additional post-payment reviews may require us to incur additional costs to
respond to requests for records and to pursue the reversal of payment denials, and ultimately may require us to
refund amounts paid to us by Medicare that are determined to have been overpaid.

For a further description of this and other laws and regulations involving governmental reimbursements, see
“Business—Sources of Revenue and ‘“—Regulation and Healthcare Reform™ in Item 1.

An economic downturn, state budget pressures, sustained unemployment and continued deficit spending by the
federal government may result in a reduction in reimbursement and covered services.

An economic downturn, including the consequences of a pandemic, such as COVID-19, could have a
detrimental effect on our revenues. Historically, state budget pressures have translated into reductions in state
spending. Given that Medicaid outlays are a significant component of state budgets, we can expect continuing
cost containment pressures on Medicaid outlays for our services in the states in which we operate. 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.

The existing federal deficit, as well as deficit spending by federal and state governments as the result of
adverse developments in the economy or other reasons, can lead to continuing pressure to reduce governmental
expenditures for other purposes, including government-funded programs in which we participate, such as
Medicare and Medicaid. Such actions in turn may adversely affect our results of operations.

We may be required to comply with put rights in certain of our acquisition agreements, related to a potential
Jfuture purchase of significant equity interests in our existing subsidiaries or a separate company.

Certain of our acquisition agreements include put rights for the potential future purchase of significant
equity interests in our subsidiaries or in a separate company, in each case at a purchase price which is derived
based on a specified multiple of the applicable historical earnings. The exercise of these put rights is outside of
our control. In the event that one or more of these put rights is triggered, we are required to purchase the
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aforementioned equity interest at a calculated purchase price. The resulting purchase price may be greater than
the fair value of such equity interests at the time, and we may or may not have the capital necessary to satisfy
such contractual purchase obligation, in which case we could be in breach.

Our debt and financial obligations could adversely affect our financial condition, our ability to obtain future
financing, and our ability to operate our business.

We have outstanding debt obligations that could adversely affect our financial condition and limit our ability
to successfully implement our business strategy. Furthermore, from time to time, we may need additional
financing to support our business and pursue our business strategy, including strategic acquisitions. Our ability to
obtain additional financing, if and when required, will depend on investor demand, our operating performance,
the condition of the capital markets, and other factors. We cannot provide assurances that additional financing
will be available to us on favorable terms when required, or at all.

Our loan agreements contain certain restrictions and requirements that among other things:
e  require us to maintain a quarterly fixed charge coverage ratio and minimum working capital ratio;

e  limit our ability to obtain additional financing in the future for working capital, capital expenditures
and acquisitions, to fund growth or for general corporate purposes;

e limit our future ability to refinance our indebtedness on terms acceptable to us or at all;

e limit our flexibility in planning for or reacting to changes in our business and market conditions or in
funding our strategic growth plan; and

e impose on us financial and operational restrictions.

Our ability to meet our debt service obligations will depend on our future performance, which will be
affected by the other risk factors described herein. If we do not generate enough cash flow to pay our debt
service obligations, we may be required to refinance all or part of our existing debt, sell our assets, borrow more
money or raise equity. There is no guarantee that we will be able to take any of these actions on a timely basis,
on terms satisfactory to us, or at all.

If we fail to satisfy our debt service obligations or the other restrictions and requirements in our loan
agreements, we could be in default. Unless cured or waived, a default would permit lenders to accelerate the
maturity of the debt under the credit agreement and to foreclose upon the collateral securing the debt.

Our outstanding loans bear interest at variable rates. In response to the variable rates, we entered into an interest
rate swap agreement. We are exposed to certain market risks during the ordinary course of business due to adverse
changes in interest rates. The exposure to interest rate risk primarily results from our variable-rate borrowing.
Fluctuations in interest rates can be volatile and the Company’s risk management activities do not eliminate these
risks. In May 2022, we entered into an interest rate swap agreement to manage these risks. While intended to reduce
the effects of fluctuations in these prices and rates, these transactions may limit our potential gains or expose us to
losses. If our counterparties to such transactions or sponsors fail to honor their obligations due to financial distress, we
would be exposed to potential losses or the inability to recover anticipated gains from these transactions.

In conducting our business, we are required to comply with applicable laws regarding fee-splitting and the
corporate practice of medicine.

Some states prohibit the “corporate practice of therapy’ that restricts business corporations from providing
physical therapy services through the direct employment of therapist physicians or from exercising control over
medical decisions by therapists. The laws relating to corporate practice vary from state to state. Typically,
however, professional corporations owned and controlled by licensed professionals are exempt from corporate
practice restrictions and may employ therapists to furnish professional services. Those professional corporations
may be supported by business corporations, such as the Company, that provide management and/or
administrative services, subject to certain limitations.

Some states also prohibit entities from engaging in certain financial arrangements, such as fee-splitting, with
physicians or therapists. The laws relating to fee-splitting also vary from state to state. Generally, these laws
restrict business arrangements that involve a physician or therapist sharing medical fees with a referral source,
but in some states, these laws have been interpreted to extend to management agreements between physicians or
therapists and business entities under some circumstances.
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We believe that our current and planned activities do not constitute fee-splitting or the unlawful corporate
practice of medicine as contemplated by these state laws. However, there can be no assurance that future
interpretations of such laws will not require structural and organizational modification of our existing
relationships with the practices. If a court or regulatory body determines that we have violated these laws or if
new laws are introduced that would render our arrangements illegal, we could be subject to fines or 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 physicians, hospitals and/or physical therapist-owned providers.

Some of our acquisition agreements contain contingent consideration, the value of which may impact future
financial results.

Some of our acquisition agreements include contingent earn-out consideration, the fair value of which is
estimated as of the acquisition date based on the present value of the expected contingent payments as
determined using weighted probabilities of possible future payments. These fair value estimates contain
unobservable inputs and estimates that could materially differ from the actual future results and we cannot
predict the ultimate result. The fair value of the contingent earn-out consideration could increase or decrease, as
applicable. Changes in the fair value of contingent earn-outs will be reflected in our results of operations in the
period in which they are recognized, the amount of which may be material and could cause volatility in our
operating results.

Our contractual arrangements may not be as effective in providing control over our variable interest entities
as direct ownership.

Through contractual arrangements, we control the management and non-clinical operating activities but have
less than majority ownership interests in certain variable interest entities. If our variable interest entities or their
equity holders fail to perform their respective obligations under the contractual arrangements, we may incur
substantial costs and expend additional resources to enforce such arrangements. Accordingly, these contractual
arrangements may not be as effective as majority ownership in providing us with control over our variable
interest entities.

The variable interest entity equity holders may have conflicts of interest with us and they may not act in our
best interests or may not perform their obligations under these contracts. For example, our variable interest
entities and their respective equity holders could breach their contractual arrangements with us by, among other
things, failing to conduct their operations or taking other actions that are detrimental to our interests. If any
equity holder is uncooperative and any dispute relating to these contracts remains unresolved, we will have to
enforce our rights under the contractual arrangements and through arbitration, litigation, and other legal
proceeding, which may be costly and time-consuming and may be limited by legal principles preventing the
enforcement of a contract if it is determined to involve a violation of law or public policy. If we are unable to
enforce the contractual arrangements, we may not be able to exert effective control over the variable interest
entities, and our ability to conduct our business, as well as our financial condition and results of operations, may
be materially and adversely affected.

Impact on the business and cash reserves resulting from retirement or resignation of key partners and
resulting purchase of their non-controlling interests (minority interests).

As described in Note 6 to our financial statements included in Item 8, the redeemable non-controlling
interests in our partnerships are held by our partners. Upon the occurrence of certain events, such as retirement
or other termination of employment, partners from acquired partnerships may have the right to exercise a “‘put”
to cause us to purchase their redeemable non-controlling interests. Depending on the amount and timing of the
exercise of any “‘put” rights, the funds required could have an adverse impact on our capital structure.

Healthcare reform legislation may affect our business.

In recent years, many legislative proposals have been introduced or proposed in Congress and in some state
legislatures that would affect major changes in the healthcare system, either nationally or at the state level. At the
federal level, Congress has continued to propose or consider healthcare budgets that substantially reduce
payments under the Medicare programs. See “Business—Our Operating Segments — Physical Therapy
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Operations-Sources of Revenue” in Item 1 for more information. The ultimate content, timing or effect of any
healthcare reform legislation and the impact of potential legislation on us is uncertain and difficult, if not
impossible, to predict. That impact may be material to our business, financial condition or results of operations.

Our operations are subject to extensive regulation.
The healthcare industry is subject to extensive federal, state and local laws and regulations relating to:
e facility and professional licensure/permits, including certificates of need;

e  conduct of operations, including financial relationships among healthcare providers, Medicare fraud and
abuse, and physician self-referral.

e addition of facilities and services; and
e coding, billing and payment for services.

In recent years, there have been heightened coordinated civil and criminal enforcement efforts by both
federal and state government agencies relating to the healthcare industry. 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, see ‘‘Business—Regulation and Healthcare Reform” and
“Business—Compliance Program” in Item 1.

Both federal and state regulatory agencies inspect, survey, and audit our facilities to review our compliance
with these laws and regulations. While our facilities intend to comply with the existing licensing, Medicare
certification requirements and accreditation standards, there can be no assurance that these regulatory authorities
will determine that all applicable requirements are fully met at any given time. A determination by any of these
regulatory authorities that a facility is not in compliance with these requirements could lead to the imposition of
requirements that the facility takes corrective action, assessment of fines and penalties, or loss of licensure or
Medicare certification of accreditation. These consequences could have an adverse effect on us.

Our operations are subject to investigations, legal actions and proceedings that could result in an adverse
impact on our business and financial position.

Healthcare providers are subject to investigations, legal actions and proceedings, as well as lawsuits under
the qui tam provisions of the federal False Claims Act, based on claims that the provider failed to comply with
applicable laws and regulations that govern coding and the submission of claims for services provided to
Medicare patients, among other things. These matters can involve significant costs, monetary damages and
penalties. We have been subject to these proceedings in the past, and future proceedings could result in an
adverse impact on our business and financial results.

We face inspections, reviews, audits and investigations under federal and state government programs and
contracts. These audits could have adverse findings that may negatively affect our business.

As a result of our participation in the Medicare and Medicaid programs, we are subject to various
governmental inspections, reviews, audits and investigations to verify our compliance with these programs and
applicable laws and regulations. Managed care payors may also reserve the right to conduct audits. An adverse
inspection, review, audit or investigation could result in:

e refunding amounts we have been paid pursuant to the Medicare or Medicaid programs or from
managed care payors;

e  state or federal agencies imposing fines, penalties and other sanctions on us;

e temporary suspension of payment for new patients to the facility or agency;
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e  decertification or exclusion from participation in the Medicare or Medicaid programs or one or more
managed care payor networks;

e the imposition of a new Corporate Integrity Agreement;

e  damage to our reputation;

e the revocation of a facility’s or agency’s license; and

e  Joss of certain rights under, or termination of, our contracts with managed care payors.

If adverse inspections, reviews, audits or investigations occur and any of the results noted above occur, it
could have a material adverse effect on our business and operating results.

We may be adversely affected by a security breach, such as a cyber-attack, 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 information technology systems hold sensitive patient information
including patient demographic data and other protected health information, which is 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 patient’s and employee’s personal information.

Our information technology systems and those of our vendors that process, maintain, and transmit such data
are subject to computer viruses, cyber-attacks, or breaches. We adhere to policies and procedures designed to
ensure compliance with HIPAA and other privacy and information security laws and require our third-party
vendors to do so as well. If, however, we or our third-party vendors experience a breach, loss, or other
compromise of unsecured protected health information or other personal information, such an event could result
in 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.

Furthermore, our information technology systems, and those of our third-party vendors, are maintained with
safeguards protecting against cyber-attacks. A cyber-attack that bypasses our information technology security
systems, or those of our third-party vendors, could result in a material adverse effect on our business, financial
condition, results of operations, or cash flows. In addition, 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 information
technology systems and subsequent mitigation activities, or regulatory action taken as a result of such incident.
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 operations.

We depend upon the cultivation and maintenance of relationships with the physicians in our markets.

Our success is dependent upon referrals from physicians in the communities our clinics serve and our ability
to maintain good relations 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 practice.
If we are unable to successfully cultivate and maintain strong relationships with physicians and other referral
sources, our business may decrease, and our net operating revenues may decline.

Our business depends upon hiring, training, and retaining qualified employees.

Our workforce costs represent our largest operating expense, and our ability to meet our labor needs while
controlling labor costs is subject to numerous external factors, including market pressures with respect to
prevailing wage rates and unemployment levels. We compete with rehabilitation companies and other businesses
for many of our clinical and non-clinical employees, and turnover in these positions can lead to increased
training and retention costs, particularly in a competitive labor market. We cannot be assured that we can
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continue to hire, train and retain qualified employees at current wage rates since we operate in a competitive
labor market, and there are currently significant inflationary and other pressures on wages. If we are unable to
hire, properly train and retain qualified employees, we could experience higher employment costs and reduced
revenues, which could adversely affect our earnings.

We depend upon our ability to recruit and retain experienced physical therapists.

Our revenue generation is dependent upon referrals from physicians in the communities our clinics serve, and our
ability to maintain good relations with these physicians. Our therapists are the front line for generating these referrals
and we are dependent on their talents and skills to successfully cultivate and maintain strong relationships with these
physicians. If we cannot recruit and retain our base of experienced and clinically skilled therapists, our business may
decrease, and our net operating revenues may decline. Periodically, we have clinics in isolated communities that are
temporarily unable to operate due to the unavailability of a therapist who satisfies our standards.

We may also experience increases in our labor costs, primarily due to higher wages and greater benefits
required to attract and retain qualified healthcare personnel, and such increases may adversely affect our
profitability. Furthermore, while we attempt to manage overall labor costs in the most efficient way, our efforts to
manage them may have limited effectiveness and may lead to increased turnover and other challenges.

Failure to maintain effective internal control over our financial reporting could have an adverse effect on our
ability to report our financial results on a timely and accurate basis.

We are required to produce our consolidated financial statements in accordance with the requirements of
accounting principles generally accepted in the United States of America. Effective internal control over financial
reporting is necessary for us to provide reliable financial reports, to help mitigate the risk of fraud and to operate
successfully. We are required by federal securities laws to document and test our internal control procedures 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.

We may not be able to conclude on an ongoing basis that we have effective internal control over financial
reporting in accordance with applicable 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. 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.

Our revenues may fluctuate due to weather.

We have a significant number of clinics in states that normally experience snow and ice during the winter
months. Also, a significant number of our clinics are located in states along the Gulf Coast and Atlantic Coast
which are subject to periodic winter storms, hurricanes and other severe storm systems. Periods of severe
weather may cause physical damage to our facilities or prevent our staff or patients from traveling to our clinics,
which may cause a decrease in our net operating revenues.

We operate in a highly competitive industry.

We encounter competition from local, regional or national entities, some of which have superior resources or
other competitive advantages. Intense competition may adversely affect our business, financial condition or
results of operations. For a more complete description of this competitive environment, see
“Business—Competition” in Item 1. An adverse effect on our business, financial condition or results of
operations may require us to write down goodwill.

We may incur closure costs and losses.

The competitive, economic or reimbursement conditions in our markets in which we operate may require us
to reorganize or to close certain clinics. In the event a clinic is reorganized or closed, we may incur losses and
closure costs. The closure costs and losses may include, but are not limited to, lease obligations, severance, and
write-down or write-off of goodwill and other intangible assets.
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Future acquisitions may use significant resources, may be unsuccessful and could expose us to unforeseen
liabilities.

As part of our growth strategy, we intend to continue pursuing acquisitions of outpatient physical therapy
clinics and industrial injury prevention services businesses. There can be no assurance that we will be able to
successfully identify or complete future 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 involve numerous risks,
including:

e the difficulty and expense of integrating acquired personnel into our business;

e the diversion of management’s time from existing operations;

e the potential loss of key employees of acquired companies;

e the difficulty of assignment and/or procurement of managed care contractual arrangements; and

e the assumption of the liabilities and exposure to unforeseen liabilities of acquired companies, including
liabilities for failure to comply with healthcare regulations.

Employer and other contracted customers may terminate their relationship with us which could adversely
affect the business.

In our industrial injury prevention services business, we perform services for large employers and their
employees pursuant to contracts and other services agreement. These contracts and other services agreements are
able to be terminated by the employer-clients on little or short notice, and either a breach or termination of those
contractual arrangements by such clients could cause operating results to be less than expected. Similarly, in our
rehabilitation business, we have management and other services agreements with hospitals, physician groups and
other ancillary providers; either a breach or termination of those contractual arrangements by such clients could
cause operating results to be less than expected.

RISKS RELATED TO OUR COMMON STOCK

Issuance of shares in connection with financing transactions or under stock incentive plans will dilute current
stockholders.

Pursuant to our stock incentive plans, our Compensation Committee of the Board, consisting solely of
independent directors, is authorized to grant stock awards to our employees, directors and consultants.
Shareholders will incur dilution upon the exercise of any outstanding stock awards or the grant of any restricted
stock. In addition, if we raise additional funds by issuing additional common stock, or securities convertible into
or exchangeable or exercisable for common stock, further dilution to our existing stockholders will result, and
new investors could have rights superior to existing stockholders.

The number of shares of our common stock eligible for future sale could adversely affect the market price of
our stock.

On December 31, 2024, we had reserved approximately 424,722 shares for future equity grants. We may
issue additional restricted securities or register additional shares of common stock under the Securities Act of
1933, as amended (the “Securities Act’), in the future. The issuance of a significant number of shares of
common stock upon the exercise of stock options or the availability for sale, or sale, of a substantial number of
the shares of common stock eligible for future sale under effective registration statements, under Rule 144 or
otherwise, could adversely affect the market price of the common stock.

Provisions in our articles of incorporation and bylaws could delay or prevent a change in control of our
company, even if that change would be beneficial to our stockholders.

Certain provisions of our articles of incorporation and bylaws may delay, discourage, prevent or render more
difficult an attempt to obtain control of our company, whether through a tender offer, business combination,
proxy contest or otherwise. These provisions include the charter authorization of “blank check” preferred stock
and a restriction on the ability of stockholders to call a special meeting.
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ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 1C. CYBERSECURITY
RISK MANAGEMENT AND STRATEGY

The Company recognizes the critical importance of developing, implementing, and maintaining robust
cybersecurity measures to safeguard our information systems and protect the confidentiality, integrity, and
availability of our patients’ health information and all our data.

Managing Material Risks & Integrated Overall Risk Management

The Company has strategically integrated cybersecurity risk management into our broader risk management
framework to promote a company-wide culture of cybersecurity risk management. Cybersecurity considerations
are an integral part of our decision-making processes where communication, data and access are involved. Our
Information technology (“IT”’) department works closely with our operations teams to continuously evaluate and
address cybersecurity risks in alignment with our business and operational objectives. Our Chief Information
Systems Officer, (““CISO”) and IT teams play an important role in assessing the cybersecurity infrastructure
employed within our acquired practices to ensure that necessary security enhancements are employed in a timely
manner. The Company provides annual cybersecurity awareness training to its employees to mitigate risks by
educating employees regarding best practices to avoid cybersecurity related breaches.

Engage Third-parties on Risk Management

Understanding the ever-changing and complex nature of cybersecurity threats, our organization values
collaboration with external experts, including cybersecurity consultants, for advisory purposes. These
collaborations are aimed at enhancing our understanding and management of cybersecurity risks. Through such
engagements, we seek to gain insights and recommendations on improving our risk management frameworks and
responses to potential cybersecurity incidents.

This approach allows us to benefit from specialized expertise, helping ensure that our cybersecurity
strategies and processes are informed by current industry insights. While these collaborations are not mandated,
they are encouraged as part of our commitment to maintaining a vigilant and adaptive cybersecurity posture in
line with evolving best practices.

Oversee Third-party Risk

Aware of the potential risks posed by third-party service providers, our Company takes steps to perform
security-related diligence on such providers. This diligence process aims to understand and evaluate the security
measures and practices of our third-party partners. Our approach includes reviewing available information and
seeking insights into their security and data management practices. This method is part of our broader strategy to
mitigate the risks associated with data breaches or other security incidents that may arise from third-party
engagements.

Risks from Cybersecurity Threats

We have not encountered cybersecurity challenges that have materially impaired our operations or financial
standing. While we have experienced cybersecurity incidents within several of our partnership subsidiaries over
the years, these incidents have not been material, as each incident (i) has been isolated to certain segregated
IT environments, (ii) has affected relatively few patients and their associated health information, and/or (iii) had
a low probability of compromised data. Each of the foregoing cybersecurity incidents has been remediated in the
ordinary course of business. However, we could experience a cybersecurity incident that materially affects us in
the future. See *“‘Risk Factors™ in Item 1A on this Form-10K for additional discussion of cybersecurity risks to
our business.

Governance

The Board of Directors recognizes the significance of cybersecurity threats to the Company’s operational
integrity, data security and stakeholders. The Board of Directors is acutely aware of the critical nature of
managing risks associated with cybersecurity threats and sees this as a major priority for the company. The
Board has established oversight mechanisms to ensure effective governance in managing risks associated with
cybersecurity threats.
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Board of Directors Oversight

The Compliance Committee is central to the Board’s oversight of cybersecurity risks and bears the primary
responsibility for this domain. The Compliance Committee is composed of board members with diverse expertise,
including risk management, technology, health care operations, and finance, equipping them to oversee
cybersecurity risks effectively. In addition, each of the directors on the Compliance Committee has completed the
Diligent Cyber Risk and Strategy Certification Program, developed by Diligent Corporation, a leading corporate
governance technology company, which teaches cyber literacy for corporate directors to effectively govern
significant enterprise-wide cyber risks and have meaningful conversations with management.

Management’s Role Managing Risk

The CISO plays a pivotal role in informing the Compliance Committee on cybersecurity risks. The CISO, in
concert with the Chief Compliance Officer and General Counsel, provides comprehensive briefings to the
Compliance Committee on a regular basis. These briefings encompass a broad range of topics, including:

e  Current cybersecurity landscape and emerging threats;

e  Status of ongoing cybersecurity initiatives and strategies;

e Incident reports and learnings from any cybersecurity events; and
e  Compliance with regulatory requirements and industry standards.

In addition to our scheduled meetings, the Compliance Committee and management maintain an ongoing
dialogue regarding emerging or potential cybersecurity risks. The Compliance Committee actively participates in
strategic decisions related to cybersecurity. This involvement ensures that cybersecurity considerations are
integrated into the Company’s broader strategic objectives.

Risk Management Personnel

Primary responsibility for assessing, monitoring and managing our cybersecurity risks rests with the CISO,
Mr. Chadd Pence. With over 25 years of experience in the field of IT and cybersecurity, Mr. Pence brings a
wealth of expertise to his role. His background includes experience as an enterprise CISO and his knowledge and
experience are instrumental in developing and executing our cybersecurity strategies. Our CISO oversees our
cybersecurity efforts and governance programs, tests our compliance with standards, remediates known risks, and
provides regular guidance to management and the Board on these areas. In addition, to supplement this expertise,
we periodically engage external experts, including cybersecurity consultants, to help us evaluate our risk
management related policies and to help us to review and remediate cybersecurity incidents.

Monitor Cybersecurity Incidents

The CISO is continually informed about the latest developments in cybersecurity, including potential threats
and innovative risk management techniques. This ongoing knowledge acquisition is crucial for effective
prevention, detection, mitigation, and remediation of cybersecurity incidents. The CISO implements and oversees
processes for the regular monitoring of our information systems. This includes the deployment of a variety of
security measures and system audits to identify potential vulnerabilities. In the event of a cybersecurity incident,
the CISO is equipped with a well-defined incident response plan. This plan includes immediate actions to
mitigate the impact and long-term strategies for remediation and prevention of future incidents.

Reporting to Board of Directors

The CISO, in his capacity, regularly informs our Chief Financial Officer, President, and Chief Executive
Officer of all aspects related to cybersecurity risks and incidents. This ensures that the highest levels of
management are kept abreast of the cybersecurity posture and potential risks facing the Company. Furthermore,
significant cybersecurity matters, and strategic risk management decisions are escalated to the Compliance
Committee and the full Board of Directors, ensuring that they have comprehensive oversight and can provide
guidance on critical cybersecurity issues.
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ITEM 2. PROPERTIES

We lease the properties used for our clinics under non-cancellable operating leases, commonly with terms
ranging from five to ten years (a range of one year to 15.0 years), with the exception of the property for one
clinic which we own. We intend to lease the premises for any new clinic location except in rare instances where
leasing is not a cost-effective alternative. Our typical clinic occupies 1,000 to 7,000 square feet of leased space
in an office building or shopping center. There are 20 clinics occupying space in the range of over
7,000 square feet to 16,500 square feet.

We also lease our executive offices located in Houston, Texas, under a non-cancelable operating lease
expiring in February 2028. We currently lease approximately 44,000 square feet of space (including allocations
for common areas) at our executive offices.

ITEM 3. LEGAL PROCEEDINGS

We are a party to various legal actions, proceedings, and claims (some of which are not insured), and
regulatory and other governmental audits and investigations in the ordinary course of our business. We cannot
predict the ultimate outcome of pending litigation, proceedings, regulatory and other governmental audits and
investigations. These matters could potentially subject the Company to sanctions, damages, recoupments, fines,
and other penalties. The Department of Justice, CMS, or other federal and state enforcement and regulatory
agencies may conduct additional investigations related to our businesses in the future that may, either
individually or in the aggregate, have a material adverse effect on our business, financial position, results of
operations, and liquidity.

Healthcare providers are subject to lawsuits under the qui tam provisions of the federal False Claims Act.
Qui tam lawsuits typically remain under seal for some time while the government decides whether or not to
intervene on behalf of a private qui tam plaintiff (known as a relator) and take the lead in the litigation. These
lawsuits can involve significant monetary damages and penalties and award bounties to private plaintiffs who
successfully bring the suits. We have been a defendant in these cases in the past and may be named as a
defendant in similar cases from time to time in the future.

ITEM 4. MINE SAFETY DISCLOSURES
Not Applicable.

27



PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock has traded on the New York Stock Exchange (“NYSE’) since August 14, 2012, under
the symbol “USPH”. As of March 3, 2025, there were 85 holders of record of our outstanding common stock.

DIVIDENDS
Our Board of Directors declared the following dividends during the year ended December 31, 2024:

Aggregate Amount
Declaration Date Record Date Payment Date Dividend Per Share (In thousands)
2/27/2024 3/12/2024 4/5/2024 $0.44 $6,630
5/7/2024 5/23/2024 6/14/2024 $0.44 6,634
8/12/2024 8/23/2024 9/13/2024 $0.44 6,634
11/4/2024 11/15/2024 12/6/2024 $0.44 6,642

There is no assurance that future dividends will be declared. The declaration and payment of dividends in
the future are at the discretion of our Board of Directors after taking into account various factors, including, but
not limited to, our financial condition, operating results, available cash and current and anticipated cash needs,
and the terms of our Credit Agreement (as defined in “Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Liquidity and Capital Resources’’). We are currently restricted
from paying dividends on our common stock in excess of $50,000,000 in any fiscal year on our common stock
under the Credit Agreement.

FIVE YEAR PERFORMANCE GRAPH

The following performance graph compares the cumulative total stockholder return of our common stock to
The NYSE Composite Index and the NYSE Health Care Index for the period from December 31, 2019 through
December 31, 2024. The graph assumes that $100 was invested in our common stock and the common stock of
each of the companies listed on The NYSE Composite Index and The NYSE Health Care Index on
December 31, 2019 and that any dividends were reinvested.
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Comparison of Five Years Cumulative Total Return for the Year Ended December 31, 2024
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The foregoing performance graph and related description shall not be deemed incorporated by reference into any
filing under the Securities Act or under the Exchange Act, except to the extent that we specifically incorporate
this information by reference. In addition, the performance graph and the related description shall not be deemed
“soliciting material” or ““filed” with the SEC or subject to Regulation 14A or 14C.

ITEM 6. RESERVED

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion and analysis of U.S. Physical Therapy, Incl and its subsidiaries (herein referred to
as “we”, “us”, “our” or the “Company”) should be read in conjunction with the Company’s consolidated
financial statements and accompanying notes included elsewhere in this Annual Report on Form 10-K. Some of
the information contained in this discussion and analysis, including information with respect to our plans and
strategy for our business, includes forward-looking statements that involve risks and uncertainties. You should
review the “Risk Factors” and “Forward-Looking Statements” sections of this Annual Report on Form 10-K for
a discussion of important factors that could cause actual results to differ materially from the results described in

or implied by the forward-looking statements contained in the following discussion and analysis.

This section of this Annual Report on Form 10-K generally discusses 2024 and 2023 items and year-to-year
comparisons between 2024 and 2023. Discussions of 2022 items and year-to-year comparisons between 2023
and 2022 can be found in “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” in Part II, Item 7 of the Company’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2023, filed with the Securities and Exchange Commission on February 29, 2024.

EXECUTIVE SUMMARY

U.S. Physical Therapy, Inc. and our subsidiaries (collectively, “we”, “us”, “our” or the “Company”),
operate our business through two reportable business segments. Our reportable segments consist of the physical
therapy operations segment and the industrial injury prevention services (“IIP”’) segment. Through our
subsidiaries, we operate and/or manage outpatient physical therapy clinics that provide pre-and post-operative
care for a variety of orthopedic-related disorders and sports-related injuries, treatment for neurological-related
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injuries and rehabilitation of injured workers. We also have a majority interest in businesses which are leading
providers of industrial injury prevention services. Services provided in this business include onsite injury
prevention and rehabilitation, performance optimization, post-offer employment testing, functional capacity
evaluations and ergonomic assessments. The majority of the IIP services are contracted with and paid for directly
by employers, including a number of Fortune 500 companies. Other clients include large insurers and their
contractors. These services are performed through Industrial Sports Medicine Professionals, consisting primarily
of specialized certified athletic trainers.

During the last three years, we completed the following acquisitions of outpatient physical therapy practices,
companies that manage and/or provide administrative services to outpatient physical therapy practices, and
IIP businesses detailed below:

% Interest Number of

Acquisition Date Acquired Clinics
November 2024 Acquisition. . ............c.vuvuineneno... November 30, 2024 75% 8
October 2024 AcqUiSItioN. . . ...ttt October 31, 2024 50% 50
August 2024 Acquisition .. ... August 31, 2024 70% 8
April 2024 AcquiSition . . . ...t April 30, 2024 wE *
March 2024 Acquisition . .. ......vtit i March 29, 2024 50% 9
October 2023 AcquiSition. .. .......vuvtntn i October 31, 2023 ok *
September 2023 Acquisition 1 ............ ... ... .. ... ... September 29, 2023 70% 4
September 2023 Acquisition 2 ........ ... ... September 29, 2023 70% 1
July 2023 Acquisition . . . ....vvvii i July 31, 2023 70% 7
May 2023 ACqUiSItion. . . ..ottt May 31, 2023 45% 4
February 2023 Acquisition ... ........... ... .. .. . ...... February 28, 2023 80% 1
November 2022 AcqUiSition. . .. .....vvvtnee ... November 30, 2022 80% 13
October 2022 ACqUISItION . . .« ottt e e October 31, 2022 60% 14
September 2022 Acquisition. .. ...t September 30, 2022 80% 2
August 2022 ACqUISItioN . ... ..ot August 31, 2022 70% 6
March 2022 Acquisition . . ......... .. ... i March 31, 2022 70% 6
* IIP business

*#*  On April 30, 2024, one of our primary IIP businesses, Briotix Health Limited Partnership, acquired 100% of an IIP business.

##%  On October 31, 2023, we concurrently acquired 100% of an IIP business and a 55% equity interest in an ergonomics software business
(“October 2023 Acquisition™).

The following table provides a roll forward of our clinic count for the periods presented.

Clinic Count Roll Forward

For the Year Ended
December 31, 2024  December 31, 2023

Number of clinics owned or managed, beginning of period .............. 671 640
AddItions™ . . ..o 103 46
Closed or SOId. . . ...t (45) (15)
Number of clinics owned or managed, end of period ................... E 671

(1)  The Company also manages clinics owned by third parties through management contracts. In addition to the clinic count shown above,
as of December 31, 2024, the Company managed 39 clinics bringing the total owned/managed clinics to 768. As of December 31,
2023, the Company managed 43 clinics bringing the total owned/managed clinics to 714.

(2) Includes clinics added through acquisitions.

Our strategy is to continue acquiring outpatient physical therapy practices, develop outpatient physical
therapy clinics as satellites in existing partnerships, and continue acquiring companies that manage outpatient
physical therapy clinics or provide or serve our IIP sector.

In May 2023, we completed a secondary offering of 1,916,667 shares of its common stock at an offering
price of $90.00 per share. Upon completion of the offering, we received net proceeds of approximately
$163.6 million, after deducting an underwriting discount of $8.6 million and recognizing related fees and
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expenses of $0.2 million. A portion of the net proceeds was used to repay the $35.0 million then outstanding
under our credit agreement while the remainder was used primarily for additional acquisitions.

On February 3, 2025, we completed the sales process that began in 2024 for a business unit within the
physical therapy operations segment. In connection with the sales process, the assets and liabilities of the clinics
sold were revalued as of December 31, 2024, and an impairment of approximately $2.4 million was included in
the accompanying Consolidated Statements of Net Income in Item 8. The sale closed at a price of $0.7 million.

On February 25, 2025, our Board of Directors raised our quarterly dividend rate from $0.44 per share to
$0.45 per share and declared a quarterly dividend for the first quarter of 2025 at the higher rate. The dividend
will be payable on April 11, 2025, to shareholders of record on March 14, 2025.

On February 28, 2025, we acquired a 65% interest in a physical therapy practice with three clinic locations.
The prior owners retained a 35% ownership interest.

Medicare Reimbursement

The Medicare program reimburses outpatient rehabilitation providers based on the Medicare Physician Fee
Schedule (“MPFS”’). Outpatient rehabilitation providers may enroll in Medicare as institutional outpatient
rehabilitation facilities (i.e., rehab agencies) or individual physical or occupational therapists in private practice.
The majority of our clinicians are enrolled as individual physical or occupational therapists in private practice
while the remaining balance of providers are reimbursed through enrolled rehab agencies.

For calendar years 2021, 2022 and 2023, Centers for Medicare and Medicaid Services (“CMS”) expected
decreases in Medicare reimbursement were partially offset by one-time increases in payments as a result of other
legislation passed by Congress, resulting in decreases of approximately 3.5%, 0.75% and 2.0% in each of these
years, respectively. For January 1 through March 8 of 2024, CMS’s final rule resulted in an approximate
3.5% decrease in Medicare payments for the therapy specialty. However, effective as of March 9, 2024, pursuant
to the Consolidated Appropriations Act, 2024, Congress minimized the reduction in Medicare payments for
therapy services for the balance of 2024, resulting in an approximate 1.8% reduction in Medicare payments for
therapy services (rather than the 3.5% decrease). The MPFS proposed by CMS for 2025 will decrease Medicare
reimbursement for therapy services by approximately 2.9% as compared to the reimbursement rates in effect for
most of 2024.

In the final 2020 MPFS rule, CMS clarified that when the physical therapist is involved for the entire
duration of the service and the physical therapist assistant (“PTA”) provides skilled therapy alongside the
physical therapist, an identification of the PTA’s participation (as denoted by a “CQ modifier’”) is not required.
Also, when the same service (code) is furnished separately by the physical therapist and PTA, CMS applies the
de minimis standard to each 15-minute unit of codes, not on the total physical therapist and PTA time of the
service. For dates of service on and after January 1, 2022, CMS pays for physical therapy and occupational
therapy services provided by PTAs and occupational therapist assistants (““OTAs”) at 85% of the otherwise
applicable Part B payment amount. CMS allows a timed service to be billed without a CQ (for PTA’s) or CO
(for OTA’s) modifier when a PTA or OTA participates in providing care, but the physical therapist or
occupational therapist meets the Medicare billing requirements without including the PTA’s or OTA’s minutes.
This occurs when the physical therapist or occupational therapist provides more minutes than the 15-minute
midpoint. The proposed 2025 MPFS final rule does not contain any policy changes concerning the modifiers for
services provided by physical therapy and occupational therapist assistants.
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RESULTS OF OPERATIONS
The defined terms with their respective description used in the following discussion are listed below:

Mature clinics are clinics opened or acquired prior to January 1, 2023, and are still operating as of the
balance sheet date.

Net rate per patient visit is net patient revenue related to our physical therapy operations divided by total
number of patient visits (defined below) during the periods presented.

Patient visits is the number of unique patient visits during the periods presented.

Average daily visits per clinic is patient visits divided by the number of days in which normal business
operations were conducted during the periods presented and further divided by the average number of clinics in
operation during the periods presented.

Clinics are outpatient physical therapy clinics that are either owned or managed by the Company or one of
its subsidiaries.

2024 Year period covering the twelve months ended December 31, 2024.

2023 Year period covering the twelve months ended December 31, 2023.
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Full Year 2024 versus Full Year 2023

Net patient 1eVenue. . .. .......ouvuevnenen.n.
Otherrevenue .............coovuvrvnenenn...

Netrevenue...............ciiiiiinnin...
Operating Cost:

Salaries and related costs . ...................
Rent, supplies, contract labor and other.........
Depreciation and amortization . ...............
Provision for credit losses . ..................
Clinic closure costs - lease and other ..........

Total operating cost. . ...,
Gross Profit........ ... .. . . i
Corporate office costs. ..............cooon. ..
Impairment of goodwill and other intangible
ASSEES © v vt
Impairment of assets held for sale.............

Operating Income . .......................
Other (expense) income:
Interest expense, debt and other...............
Interest income from investments .............
Change in fair value of contingent earn-out

consideration . .. ............... ...
Change in revaluation of put-right liability . . . . ..
Equity in earnings of unconsolidated affiliate. . . .
Relief Funds ........ ... .. .. . .. .. .. ...

Total other expense. . ............. ... ...
Income before taxes . .......................
Provision for income taxes. . .................

Netincome ...........ooiuiiniinninnenn...

Less: Net income attributable to non-controlling
interest:

Redeemable non-controlling interest - temporary

Net income attributable to USPH shareholders. . .

* Not meaningful

For the Year Ended Variance
December 31, December 31,
2024 2023 $ %
(In thousands, except percentages)

$560,553 83.5% $514,556 85.1% $ 45,997 8.9%
110,792 16.5% 90,246 14.9% 20,546 22.8%
671,345 100.0% 604,802 100.0% 66,543 11.0%
399,394 59.5% 353,390 584% 46,004 13.0%
118,910 17.7% 108,596 18.0% 10,314 9.5%
17,853 2.7% 14,960 2.5% 2,893 19.3%
6,912 1.0% 6,172 1.0% 740 12.0%
4,355 0.6% 175 0.0% 4,180 *
547,424 81.5% 483,293 79.9% 64,131 13.3%
123,921 18.5% 121,509 20.1% 2,412 2.0%
58,290 87% 51,953 8.6% 6,337 12.2%
— 0.0% 17,495 29% (17,495) *
2,418 0.4% — * 2,418 *
63,213 9.4% 52,061 8.6% 11,152 21.4%
(8,015) -1.2% (9,303) -1.5% 1,288 -13.8%
3,941 0.6% 3,774 0.6% 167 4.4%
(219)  00%  (1,550) -03% 1331 -86 %
(82)  0.0% 2,582 0.4%  (2,664) -103.2%
1,014 0.2% 955 0.2% 59 6.2%
— 0.0% 467 0.1% 467) *
357 0.1% 390 0.1% (33) -8.5%
(3,004)  -04% (2,685  -0.4% (319)  11.9%
60,209 9.0% 49,376 82% 10,833 21.9%
14,609 2.2% 12,156 2.0% 2,453 20.2%
45,600 6.8% 37,220 6.2% 8380  22.5%
(10,044)  -15%  (4,426) -07% (5618) 126.9%
(4,132) -0.6% (4,555) -0.8% 423 -9.3%
(14,176) -2.1% _ (8981) -1.5% _ (5,195) _57.8%
$ 31,424 4.7% $ 28,239 47% $ 3,185 11.3%

Total net revenue 2024 Year increased $66.5 million, or 11.0%, to $671.3 million from $604.8 million for
the 2023 Year while operating costs increased $64.1 million, or 13.3%, to $547.4 million from $483.3 million
over the same periods, respectively. These increases were primarily due to the increase in visits from the 58 net

new clinic additions during 2024 Year.

Gross profit, which included $4.4 million of costs associated with the 45 clinic closures, was $123.9 million,
or 18.5% of net revenue, during the 2024 Year compared to $121.5 million, or 20.1% of net revenue, for the
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2023 Year. Excluding the clinic closure costs, Adjusted gross profit'”, for the 2024 Year was $128.3 million, or
19.1% of net revenue, compared to $121.7 million, or 20.1% of net revenue, for the 2023 Year. USPH Net
Income was $31.4 million for the 2024 Year compared to $28.2 million for the 2023 Year. For the 2024 Year,
USPH Net Income included a charge of $4.4 million (prior to allocation of the related minority interest and
income taxes) related to the closure of 45 underperforming clinics, a non-cash charge of $2.4 million (prior to
allocation of income taxes) related to the impairment of assets held for sale and a $1.0 million true-up of income
tax expense. For the 2023 Year, USPH Net Income included a charge of $17.5 million (prior to the allocation of
minority interest and income taxes) related to the impairment of goodwill and other intangible assets.

In accordance with GAAP, the revaluation of noncontrolling interest, net of taxes, is not included in net
income but is charged directly to retained earnings; however, this change is included in the computation of
earnings per share. Earnings per share, was $1.84 for the 2024 Year compared to $1.28 in the 2023 Year.

The table below shows the calculation of earnings per share for the periods presented.

For the Year Ended
December 31, 2024  December 31, 2023
(In thousands, except per share data)

Computation of earnings per share - USPH shareholders:

Net income attributable to USPH shareholders ........................ $31,424 $ 28,239

Charges to retained earnings:

Revaluation of redeemable non-controlling interest..................... (4,964) (13,565)

Tax effect at statutory rate (federal and state) ......................... 1,268 3,466
$27,728 $ 18,140

Earnings per share (basic and diluted) ................ ... .. ... ...... $ 1.84 $ 1.28

Shares used in computation:
Basic and diluted earnings per share - weighted-average shares........... 15,064 14,188

Non-GAAP Measures

The following tables provide details of the basic and diluted earnings per share computation and reconcile
net income attributable to USPH shareholders calculated in accordance with GAAP to Adjusted EBITDA,
Operating Results and other non-GAAP measures. Management believes providing Adjusted EBITDA, Operating
Results, and other non-GAAP measures to investors is useful information for comparing the Company’s
period-to-period results as well as for comparing with other similar businesses since most do not have
redeemable instruments and therefore have different equity structures. Additionally, management believes that
these non-GAAP measures provide useful supplemental information to investors, analysts, and other stakeholders
in assessing the Company’s operational performance and financial trends. Management uses Adjusted EBITDA,
Operating Results and other non-GAAP measures, which eliminate certain items described above that can be
subject to volatility and unusual costs, as the principal measures to evaluate and monitor financial performance
period over period.

Adjusted EBITDA, a non-GAAP measure, is defined as net income attributable to our shareholders before
interest income, interest expense, taxes, depreciation, amortization, change in fair value of contingent earn-out
consideration, payments received from the federal government under the Corona virus Aid, Relief and Economic
Security Act (“‘Relief Funds’), non-cash impairment charges, changes in revaluation of put-right liability,
equity-based awards compensation expense, clinic closure costs, business acquisition related costs and other
income and related portions for non-controlling interests.

Operating Results, a non-GAAP measure, equals net income attributable to our shareholders less, changes in
revaluation of a put-right liability, Relief Funds, non-cash impairment charges, clinic closure costs, changes in
fair value of contingent earn-out consideration, business acquisition related costs and any allocations to
non-controlling interests, all net of taxes. Operating Results per share also excludes the impact of the revaluation
of redeemable non-controlling interest and the associated tax impact.

M These are non-GAAP Measures. See below for the definition and reconciliation of non-GAAP measures to the most directly comparable
GAAP measure.
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Adjusted EBITDA, Operating Results and other non-GAAP measures presented are not measures of
financial performance under GAAP. Adjusted EBITDA, Operating Results and other non-GAAP measures should
not be considered in isolation or as an alternative to, or substitute for, net income attributable to our shareholders
presented in the consolidated financial statements.

The tables below define and reconcile non-GAAP Adjusted EBITDA and non-GAAP Operating Results to
the most directly comparable GAAP measure.

For the Year Ended
December 31, 2024  December 31, 2023
(In thousands, except per share data)

Adjusted EBITDA (a non-GAAP measure)

Net income attributable to USPH shareholders . ....................... $31,424 $28,239
Adjustments:
Provision for income taxes . ... .........iiiiiiiii i 14,609 12,156
Depreciation and amortization. . .. ..., 18,681 15,695
Interest expense, debt and other, net............... ... .. .. ... .... 8,015 9,303
Interest income from investments .. ............................. (3,941) (3,774)
Impairment of goodwill and other intangible assets................. — 17,495
Impairment of assets held forsale............................... 2418 —
Equity-based awards compensation eXpense. . ..................... 7,823 7,236
Change in revaluation of put-right liability. .. ..................... 82 (2,582)
Change in fair value of contingent earn-out consideration ........... 219 1,550
Clinic closure Costs . . . 4,355 175
Business acquisition related costs® ............ ... ... .. ... ...... 819 —
Relief Funds . ... ... . . — 467)
Other INCOME . . . oottt ettt et et (357) (390)
Allocation to non-controlling interests . .......................... (2,379) (6,724)
$81,768 $77,912
Operating Results (a non-GAAP measure)
Net income attributable to USPH shareholders . ....................... $31,424 $28,239
Adjustments:
Impairment of goodwill and other intangible assets................. — 17,495
Impairment of assets held forsale............................... 2,418 —
Change in fair value of contingent earn-out consideration ........... 219 1,550
Change in revaluation of put-right liability. . ...................... 82 (2,582)
Clinic closure costs ). . . 4,355 175
Business acquisition related costs® ... ...... .. ... ... ... 819 —
Relief Funds . . ... ... — 467)
Allocation to non-controlling interest . ... ............. .. .. ....... (521) (5,196)
Tax effect at statutory rate (federal and state) ................... (1,884) (2,804)
$36,912 $36,410
Operating Results per share (a non-GAAP measure).................... $ 245 $ 257

(1)  Costs associated with the closure of 45 clinics during the 2024 Year. Closure costs in the 2023 Year were not material.

(2)  Primarily consists of legal and consulting expenses related to the acquisition of 50% equity interest in a management services
organization that provides management and administrative services to 50 physical therapy clinics.

Adjusted EBITDA", a non-GAAP measure, was $81.8 million for the 2024 Year, an increase of
$3.9 million, from $77.9 million for the 2023 Year.

Operating Results M a non-GAAP measure, was $36.9 million for 2024 Year, an increase of $0.5 million,
from $36.4 million in the 2023 Year. On a per share basis, Operating Results were $2.45 in the 2024 Year
compared to $2.57 in the 2023 Year due to the increase in the number of shares outstanding associated with the
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Company’s secondary offering completed in May 2023. In addition, the 2024 Year includes a $1.0 million
true-up of income tax expense recorded during the three months ended December 31, 2024.

The tables below reconcile other non-GAAP measures to the most directly comparable GAAP measures.

For the Year Ended

December 31, 2024 December 31, 2023
As As
As Adjusted As Adjusted
Reported Closure Non-Cash (Non- Reported  Closure Non-Cash (Non-

(GAAP) Costs’”  Impairment®  GAAP) (GAAP)  Costs” Impairment® GAAP)
(in thousands, except per share data, and percentages)

Operating costs . . . .. $547.424 $4355) $ — $543,069 $483,293 $(175) $ —  $483,118
Gross profit........ 123,921 4,355 — 128,276 121,509 175 — 121,684
Gross margin. ... ... 18.5% * * 19.1% 20.1% * * 20.1%
Operating income . . . 63,213 4,355 2,418 69,986 52,061 175 17,495 69,731
Provision for taxes .. 14,609  (1,113) (618) 12,878 12,156  (45)  (3,129) 8,082
Minority interest . ... (14,176) 492 — (13,684)  (8,981) 20 (5249)  (14,210)
USPH Net Income .. 31,424 3,734 1,800 36,958 28,239 150 9,117 37,506
Earnings per share... $ 1.84 0.25 0.12 $ 221 $ 1.28 0.01 $ 0.64 $ 193

Segment information
- Physical Therapy

Operations

Operating costs . .. .. $470,485 $(4,355) $ — $466,130 $421,484 $(175) $ —  $421,309
Gross profit........ 103,948 4,355 — 108,303 105,064 175 — 105,239
Gross margin. . .. ... 18.1% * * 18.9% 20.0% * * 20.0%

(1)  Costs associated with the closure of 45 clinics during the 2024 Year. Closure costs for the comparable prior year periods were not
material. We believe that presenting this information will allow investors to evaluate the performance of the Company’s business more
objectively.

(2) A non-cash impairment charge of $2.4 million was recognized during the three months ended December 31, 2024, related to the
impairment of assets held for sale, while $17.5 million of a non-cash impairment charge was recognized during the three months ended
December 31, 2023, related to a reporting unit in the Company’s IIP segment.

* Not meaningful

Physical Therapy Operations

For the Year Ended Variance
December 31, 2024 December 31, 2023 $ %
(In thousands, except percentages)

Revenue related to:

Mature Clinics" . ... . ... i, $ 501,304 $ 489,233 12,071 2.5%
Clinic additions® ........ ... ... . ... .. . ... ..... 52,943 12,406 40,537 326.8%
Clinics sold or closed® ... ... 6,306 12,917 6,611) (51.2)%
Net Patient Revenue . ......... ... ... ........... 560,553 514,556 45,997 8.9%
Other™ . ... 13,880 11,992 1,888 15.7%
Total . ... 574,433 526,548 47,885 9.1%
Operating costs™. . ... ... . ... ... .. ... ... ... 470,485 421,484 49,001  11.6%
Gross profit .. ... $ 103,948 $ 105,064 $ (L,116) (1.1D)%
Financial and operating metrics (not in thousands):
Net rate per patient visit™" . ... ... ... ... ... . ... ... $  104.71 $ 10280 $ 191 1.9%
Patient visits'" . ... ... .. 5,353,189 5,005,426 347,763 6.9%
Average daily visits per clinic™....... ... ... ... ... .. 30.4 30.0 04 13%
GroSS MArZIN . ..o vttt ettt e 18.1% 20.0%
Gross margin excluding closure costs, non-GAAP® .. . .. 18.9% 20.0%
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For the Year Ended Variance

December 31, 2024 December 31, 2023 $ Y%
(In thousands, except percentages)
Salaries and related costs per visit, clinics™............ $61.66 $59.19 $2.47 4.2%
Operating costs per visit, clinics™ . ................... $86.43 $82.79 $3.64 4.4%
Operating costs per visit, clinics, excluding closure costs,
non-GAAP® .. ... $85.61 $82.75 $2.86  3.5%
Number of clinics at the end of the period ............. 729 671 58.0 8.6%

(1)  See defined terms above for definitions.
(2)  Clinic additions during the years ended 2024 and 2023.

(3) Revenue from closed clinics includes revenue from the 45 and 15 clinics closed during the full year December 31, 2024 and 2023,
respectively.

(4)  Includes revenues and costs from management contracts.
(5)  Per visit costs excludes management contract costs.

(6)  Excludes closure costs during the twelve months ended; refer to reconciliation of non-GAAP measured to most comparable GAAP
measures for more information.

Revenues

Revenues from physical therapy operations increased $47.9 million, or 9.1%, to $574.4 million in the 2024
Year compared to $526.5 million in the 2023 Year. This increase was primarily due to the increase in volume
from the 58 net clinics added since the comparable prior year period, a 1.5% increase in volume at mature
clinics and an increase in net rate per patient visit to $104.71 for the 2024 Year from $102.80 for the 2023 Year.
The increase in net rate per patient visit was mainly driven by higher reimbursement rates from commercial and
other payors as a result of contract negotiations as well as an increase in workers compensation as a percent of
our total net patient revenues.

Other revenue was $13.9 million for the 2024 Year and $12.0 million for the 2023 Year, of which
management contracts was $9.8 million for the 2024 Year as compared to $8.6 million for the 2023 Year.

Operating costs

Operating costs increased by $49.0 million or 11.6% to $470.4 million for the 2024 Year from
$421.4 million in the 2023 Year. The increase was primarily due to the higher volume from the new clinics
added since the comparable year period as well as increased patient visits in Mature Clinics. On a per visit basis
(excluding management contracts), operating costs increased to $86.43 for the 2024 Year compared to $82.79 for
the 2023 Year.

Salaries and related costs, clinics (excluding management contracts) increased to $330.1 million in the 2024
Year from $296.3 million in the 2023 Year, an increase of $33.8 million, or 11.4% mostly due to the new clinics
added year over year as well as increased volume from Mature Clinics. Salaries and related costs per visit
(excluding management contracts), related to clinics increased to $61.66 for the 2024 Year from 59.19 for the
2023 Year.

Rent, supplies, contract labor and other costs, related to clinics (excluding management contracts) increased
to $104.6 million in the 2024 Year from $97.2 million in the 2023 Year, an increase of $7.4 million, or
7.6% mostly due to clinic additions. Rent, supplies, contract labor and other per visit (excluding management
contracts), related to clinics increased slightly to $19.53 for the 2024 Year from 19.43 for the 2023 Year.

Depreciation and amortization increased to $16.7 million in 2024 Year from $14.5 million in the 2023 Year,
an increase of $2.2 million, or 15.1% primarily due to additional clinics in the 2024 Year compared to the 2023
Year.

Clinic closure costs increased to $4.4 million in the 2024 Year from $0.2 million in the 2023 Year, due to
the closure of 45 underperforming clinics in the 2024 Year.

The provision for credit losses was $6.9 million for the 2024 Year and $6.2 million for the 2023 Year. As a
percentage of net revenues, the provision for credit losses were 1.0% for both 2024 and 2023.
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Gross Profit

Gross profit from physical therapy operations, which included $4.4 million of costs associated with the 45
clinic closures, was $103.9 million, or 18.1% of net revenue, for the 2024 Year compared to $105.1 million, or
20.0% of net revenue, for the 2023 Year. Excluding the clinic closure costs, adjusted physical therapy gross
profit™" was $108.3 million, or 18.9% of net revenue, in the 2024 Year compared to $105.2 million, or 20.0% of
net revenue, in the 2023 Year.

Industrial Injury Prevention Services

For the Year Ended Variance
December 31, 2024 December 31, 2023 $ %
(In thousands, except percentages)
NEt TEVENUL. . . . vttt ettt e e e e $96,912 $78,254 $18,658 23.8%
OPerating COSES. .« . v vttt et ettt e 76,939 61,809 15,130 24.5%
Gross profit. . . ... $19,973 $16,445 $ 3,528 21.5%
Gross Margin ... ....ouvvu vt et 20.6% 21.0%

Revenues from IIP increased $18.7 million, or 23.8%, to $96.9 million for the 2024 Year from $78.3 million
for the 2023 Year. Gross profit from IIP operations increased $3.5 million, or 21.5%, to $20.0 million for the
2024 Year from $16.4 million for the 2023 Year while the gross profit margin from IIP operations was 20.6% for
the 2024 Year compared to 21.0% for the 2023 Year.

Corporate Office Costs

Corporate office costs were $58.3 million, or 8.7% of net revenue, in the 2024 Year, compared to
$52.0 million, or 8.6% of net revenue, in the 2023 Year. The increase in corporate office costs was primarily due
to higher salaries and related costs to support the larger number of clinics.

Impairment of Goodwill and Other Intangible Assets, and Assets Held for Sale

A non-cash impairment charge of $2.4 million was recognized during the 2024 Year related to the
impairment of assets held for sale while a non-cash impairment charge of $17.5 million was recognized during
the 2023 Year related to the reporting unit in the Company’s IIP segment.

Operating Income

Operating income was $63.2 million for the 2024 Year compared to $52.1 million for the 2023 Year.
Excluding the clinic closure costs and non-cash impairment charges, adjusted operating income® was
$70.0 million during the 2024 Year compared to $69.7 million during the 2023 Year.

Other (Expenses) Income

Interest Expense, Debt and Other

Interest expense, debt and other was $8.0 million compared to $9.3 million in the 2023 Year, with the
decrease primarily due to lower outstanding borrowings with proceeds from the Company’s secondary offering
completed in May 2023. The interest rate on the Company’s term loan was 4.7% for the 2024 Year and 4.9% for
the 2023 Year, with an all-in effective interest rate on the credit facility including all associated costs, of
5.5% and 5.3% over the same periods, respectively.

Interest income from investment

Interest income from investment amounted to $3.9 million for the 2024 Year and $3.8 million for 2023 Year.
This interest income is a result of investing excess cash associated with proceeds from our secondary offering
completed in May 2023.

@ These are Non-GAAP Measures. Please see above in the “Non-GAAP Measures” section for the definition and reconciliation of
Non-GAAP measures to the most directly comparable GAAP measure.
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Change in fair value of contingent earn-out consideration and put-right liabilities

We revalued contingent earn-out consideration related to certain acquisitions resulting in an expense of
$0.2 million for the 2024 Year compared to $1.6 million for the 2023 Year.

For the 2024 Year, we recorded a loss of $0.1 million on the valuation of the put-right liability compared to
a $2.6 million gain for the 2023 Year. The put-right relates to the potential future purchase of a company that
provides physical therapy and rehabilitation services to hospitals and other ancillary providers in a distinct
market area.

Equity in earnings of unconsolidated affiliate

We recognized income of $1.0 million for both the 2024 Year and the 2023 Year from a joint venture which
provides physical therapy services for patients at hospitals. Since we are deemed to not have a controlling
interest in the joint venture, our investment is accounted for using the equity method of accounting.

Provision for Income Taxes

The provision for income tax was $14.6 million for the 2024 Year and $12.2 million for the 2023 Year
while the effective tax rate was 31.7% and 30.1% over the same periods, respectively. The 2024 Year includes a
$1.0 million true-up of income tax expense. The following table shows the calculation of our effective tax rate
for the periods presented.

For the Year Ended
December 31, December 31,

2024 2023
(In thousands, except percentages)
Income before taxes . .. ... ottt $ 60,209 $49,376
Less: Net income attributable to non-controlling interest:
Redeemable non-controlling interest - temporary equity . ..................... (10,044) (4,426)
Non-controlling interest - permanent equity . ... .......ououentneenenenenn... (4,132) (4,555)

$(14,176) $(8,981)

Income before taxes less net income attributable to non-controlling interest . . ... ... $ 46,033 $40,395
Provision for inCOME taXes. . . . o oottt e $ 14,609 $12,156
Effective income tax Tate . . ...ttt e 31.7% 30.1%

Net Income Attributable to Non-controlling Interest

Net income attributable to redeemable non-controlling interest (temporary equity) was $10.0 million for the
2024 Year and $4.4 million for the 2023 Year. Net income attributable to non-controlling interest (permanent
equity) was $4.1 million for the 2024 Year and $4.6 million for the 2023 Year.

Other Comprehensive Income

We entered into an interest rate swap agreement in May 2022, which became effective on June 30, 2022.
The maturity date of the swap agreement is June 30, 2027. It has a $150 million notional value adjusted
concurrently with scheduled principal payments made on the term loan. Beginning in July 2022, we pay a fixed
one-month Secured Overnight Financing Rate (““SOFR”’) of interest of 2.815%. The total interest rate in any
period also includes an applicable margin based on the Company’s consolidated leverage ratio. In the 2024 Year,
our interest rate including the applicable margin was 4.7%. Unrealized gains and losses related to the fair value
of the interest rate swap are recorded to accumulated other comprehensive income (loss), net of tax.

The fair value of the interest rate swap was $3.8 million, and $3.7 million at December 31, 2024 and
December 31, 2023 respectively, which has been included within other assets (current and long term) in the
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Consolidated Balance Sheet. The impact of the interest rate swap on the accompanying Consolidated Statements
of Comprehensive Income was an unrealized gain of less than $0.1 million, net of tax, for the 2024 Year and an
unrealized loss of $1.2 million, net of tax, for the 2023 Year.

LIQUIDITY AND CAPITAL RESOURCES

We believe that our business has sufficient cash to allow us to meet our short-term cash requirements. Total
cash and cash equivalents were $41.4 million as of December 31, 2024, compared to $152.8 million as of
December 31, 2023.

Additionally, we had $151.6 million of outstanding borrowings and $164.0 million in available credit under
our credit facilities as of December 31, 2024, compared to $144.4 million of outstanding borrowings and
$175.0 million in available credit under our credit facilities as of December 31, 2023.

On May 30, 2023, we completed a secondary offering of our common stock resulting in net proceeds of
$163.6 million after deducting fees associated with the transaction. A portion of the net proceeds was used to
repay the $35.0 million then outstanding under our Credit Agreement while the remainder was used primarily for
acquisitions from May 2023 through December 2024. Prior to using the cash, our cash was invested in a
high-yield savings account which generated interest income of approximately 3.9 million and $3.8 million in the
Year 2024 and Year 2023, respectively.

We believe that our cash and cash equivalents and availability under our Credit Facilities are sufficient to
fund the working capital needs of our operating subsidiaries through at least March 3, 2026.

As of December 31, 2024, we had $41.4 million of cash on hand, a significant portion of which is available
for deployment into development and other growth initiatives. We plan to continue developing new clinics and
making additional acquisitions. We have, from time to time, purchased from or sold to non-controlling interests
of limited partners in our existing partnerships. We may purchase or sell additional non-controlling interests in
the future. Generally, any acquisition or purchase of non-controlling interests is expected to be accomplished
using our cash, financing, or a combination of the two.

We make reasonable and appropriate efforts to collect accounts receivable, including applicable deductible
and co-payment amounts. Claims are submitted to payors daily, weekly or monthly in accordance with our policy
or payor’s requirements. When possible, we submit our claims electronically. The collection process is
time-consuming and typically involves the submission of claims to multiple payors whose payment of claims
may be dependent upon the payment of another payor. Claims under litigation and vehicular incidents can take a
year or longer to collect. Medicare and other payor claims relating to new clinics awaiting CMS approval
initially may not be submitted for six months or more. When all reasonable internal collection efforts have been
exhausted, accounts are written off prior to sending them to outside collection firms. With managed care,
commercial health plans and self-pay payor type receivables, the write-off generally occurs after the balance has
been outstanding for 120 days or longer. As of December 31, 2024, we have accrued $6.4 million related to
credit balances (including in accrued expenses), a portion of which is due to patients and payors. The credit
balances are expected to be resolved or paid in the next twelve months.

The average accounts receivable days outstanding was 31 days on December 31, 2024, and 29 days on
December 31, 2023. Net patient receivables in the amounts of $6.1 million and $6.3 million were written off in
2024 and 2023, respectively.

Cash Flow

A summary of our operating, investing, and financing activities is discussed below.

Year Ended
December 31, 2024 December 31, 2023 December 31, 2022
Net cash provided by operating activities .............. $ 74,940 $ 81,978 $ 58,537
Net cash used in financing activities .................. (149,450) (45,015) (81,269)
Net cash (used in) provided by financing activities . ... .. (36,953) 84,268 25,759

Operating Activities

Cash provided by operating activities decreased $7.0 million to $74.9 million for the year ended
December 31, 2024, as compared to $82.0 million for the year ended December 31, 2023.
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Investing Activities

Cash used in investing activities during the year ended December 31, 2024, totaled $149.5 million and
consisted of $142.1 million used in the purchase of majority interests in businesses and non-controlling interest,
temporary and permanent equity, and $9.2 million of fixed assets purchases. These were partially offset by
$1.0 million in distributions from an unconsolidated affiliate.

Financing Activities

Cash used in financing activities during the year ended December 31, 2024, totaled $37.0 million and
primarily consisted of $26.5 million of dividends paid to our shareholders, $11.8 million of net payments under
our revolving credit facility, and $14.7 million of distributions to non-controlling interests. These uses were
partially offset by new borrowings of $19.0 million on our Senior Credit Facilities.

Senior Credit Facilities

On December 5, 2013, we entered into an Amended and Restated Credit Agreement with a commitment for
a $125.0 million revolving credit facility. This agreement was amended and/or restated in August 2015,
January 2016, March 2017, November 2017, and January 2021.0On June 17, 2022, we entered into the
Third Amended and Restated Credit Agreement (the “Credit Agreement””) among Bank of America, N.A., as
administrative agent (‘“Administrative Agent”’) and the lenders from time-to-time party thereto.

The Credit Agreement, which matures on June 17, 2027, provides for loans in an aggregate principal
amount of $325 million. Such loans will be available through the following facilities (collectively, the ““Senior
Credit Facilities™):

1) Revolving Facility: $175 million, five-year, revolving credit facility (‘“Revolving Facility’’), which
includes a $12 million sublimit for the issuance of standby letters of credit and a $15 million sublimit
for swingline loans (each, a “Swingline Loan”).

2) Term Facility: $150 million term loan facility (the “Term Facility”’). The Term Facility amortizes in
quarterly installments of: (a) 0.625% in each of the first two years, (b) 1.250% in the third and
fourth year, and (c) 1.875% in the fifth year of the Credit Agreement. The remaining outstanding
principal balance of all term loans is due on the maturity date.

The proceeds of the Revolving Facility have been and shall continue to be used by us for working capital
and other general corporate purposes of our Company and its subsidiaries, including to fund future acquisitions
and invest in growth opportunities. The proceeds of the Term Facility were used by us to refinance the
indebtedness outstanding under the Second Amended and Restated Credit Agreement, to pay fees and expenses
incurred in connection with the loan facilities transactions, for working capital and other general corporate
purposes.

We are permitted to increase the Revolving Facility and/or add one or more tranches of term loans in an
aggregate amount not to exceed the sum of (i) $100 million plus (ii) an unlimited additional amount, provided
that (in the case of clause (ii)), after giving effect to such increases, the pro forma Consolidated Leverage Ratio
(as defined in the Credit Agreement) would not exceed 2.0:1.0, and the aggregate amount of all incremental
increases under the Revolving Facility does not exceed $50,000,000.

The interest rates per annum applicable to the Senior Credit Facilities (other than in respect of Swingline
Loans) will be Term SOFR as defined in the agreement plus an applicable margin or, at our option, an alternate
base rate plus an applicable margin.

We also pay to the Administrative Agent, for the account of each lender under the Revolving Facility, a
commitment fee equal to the actual daily excess of each lender’s commitment over its outstanding credit
exposure under the Revolving Facility (‘“‘unused fee”’). We may prepay and/or repay the revolving loans and the
term loans, and/or terminate the revolving loan commitments, in whole or in part, at any time without premium
or penalty, subject to certain conditions.

The Credit Agreement contains customary covenants limiting, among other things, the incurrence of
additional indebtedness, the creation of liens, mergers, consolidations, liquidations and dissolutions, sales of
assets, dividends, and other payments in respect of equity interests, acquisitions, investments, loans and
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guarantees, subject, in each case, to customary exceptions, thresholds and baskets. The Credit Agreement
includes certain financial covenants which include the Consolidated Fixed Charge Coverage Ratio and the
Consolidated Leverage Ratio, as defined in the Credit Agreement. The Credit Agreement also contains customary
events of default.

Our obligations under the Credit Agreement are guaranteed by our wholly owned material domestic
subsidiaries (each, a “Guarantor’’), and our obligations and any Guarantors are secured by a perfected first
priority security interest in substantially all of our existing and future personal property and each Guarantor,
subject to certain exceptions.

As of December 31, 2024, $140.6 million was outstanding on the Term Facility while $11.0 million was
outstanding under the Revolving Facility, resulting in $164.0 million of credit availability. As of December 31,
2024, we were in compliance with all of the covenants contained in the Credit Agreement. The interest rate for
the 2024 Year on our Senior Credit Facilities, net of savings from the interest rate swap described below, was
4.7%, with an all-in interest rate, including all associated costs, of 5.5%. Interest is payable at the end of the
selected interest period but no less frequently than quarterly and on the date of maturity.

Interest Rate Swap

In May 2022, we entered into an interest rate swap agreement, effective on June 30, 2022, with Bank of
America, N.A, which became effective on June 30, 2022. It has a $150 million notional value adjusted
concurrently with scheduled principal payments made on the term loan and has a maturity date of June 30, 2027.
Beginning in July 2022, we receive 1-month SOFR, and pay a fixed rate of interest of 2.815% on 1-month
SOFR on a quarterly basis. The total interest rate in any period also includes an applicable margin based on our
consolidated leverage ratio. In connection with the swap, no cash was exchanged between us and the
counterparty.

We designated our interest rate swap as a cash flow hedge and structured it to be highly effective.
Consequently, unrealized gains and losses related to the fair value of the interest rate swap are recorded to
accumulate other comprehensive income (loss), net of tax.

As of December 31, 2024, the fair value of the interest rate swap was $3.8 million, an increase of
$0.1 million, net of any income tax effect, as compared to December 31, 2023. The fair value of the interest rate
swap is included in other assets (current and long term) in our consolidated balance sheet while the increase in
fair value is presented as unrealized loss in our consolidated statements of comprehensive income. The interest
rate swap arrangement generated $3.4 million in interest savings for the 2024 Year. The average interest rate for
the term facility, net of the savings from the swap in the 2024 Year was 4.7%.

Notes Payable and Deferred Payments Related to Acquisitions

We generally enter into various notes payable as a means of financing our acquisitions. Our present
outstanding notes payable primarily relate to the acquisitions of a business or acquisitions of majority interests in
such businesses. At December 31, 2024, our remaining outstanding balance on these notes aggregated
$3.0 million, of which $2.0 million are payable in 2025, $0.9 million are payable in 2026, and $0.1 million are
payable in 2027. Notes are generally payable in equal annual installments of principal over two years plus any
accrued and unpaid interest. Interest accrues at various interest rates ranging from 4.0% to 8.5% per annum.

On November 30, 2024, we acquired a 75% equity interest in an eight-clinic physical therapy practice. The
owner of the practice retained 25% of the equity interests. The purchase price for the 75% equity interest was
approximately $15.9 million, of which $15.7 million was paid in cash, and $0.2 million was in the form of a
note payable. The note accrues interest at 5.0% per annum and the principal and interest is payable in one
installment which is due on December 1, 2026.

On October 31, 2024, we acquired a 50% interest in MSO Metro, LLC (“Metro”) pursuant to a Equity
Interest Purchase Agreement (the “Purchase Agreement’) dated October 7, 2024 among U.S. Physical Therapy,
Ltd. (a subsidiary of the Company), Metro, the members of Metro, and Michael G. Mayrsohn, as Sellers’
Representative. We also became the managing member of Metro. We paid a purchase price of approximately
$76.5 million, $75.0 million of which was funded by our cash on hand and the remaining $1.5 million through
the issuance of 18,358 shares of the Company’s common stock based on a trailing five-day average as of the day
immediately prior to closing. The shares of the Company’s common stock were issued in reliance upon
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exemptions from registration pursuant to Section 4(2) under the Securities Act. The Purchase Agreement also
included an earnout where the sellers can earn up to another $20.0 million of additional consideration if certain
performance criteria relating to the Metro business are achieved. The value of the contingent consideration at
December 31, 2024 was $11.3 million.

On August 31, 2024, we acquired a 70% equity interest in an eight-clinic practice physical therapy and the
original practice owners retained a 30% equity interest. The purchase price for the 70% equity interest was
approximately $2.0 million. As part of the transaction, we agreed to additional contingent consideration if future
operational and financial objectives are met. The maximum amount of additional contingent consideration due
under this agreement is $3.6 million. The contingent consideration was valued at $3.2 million on December 31,
2024.

On April 30, 2024, we acquired 100% of an IIP business through one of its primary IIP businesses,
Briotix Health Limited Partnership, for a purchase price of approximately $24.0 million, of which $0.5 million
was in the form of a note payable. The note accrues interest at 5.0% per annum and the principal and the interest
are payable on May 1, 2025. As part of the transaction, we agreed to additional contingent consideration if future
operational objectives are met by the business. The maximum amount of additional contingent consideration due
under this agreement is $10.0 million. The contingent consideration was valued at $2.5 million as of
December 31, 2024.

On March 29, 2024, we acquired a 50% equity interest in a nine-clinic physical therapy and hand therapy
practice. The original owners of the practice retained the remaining 50%. The purchase price for the 50% equity
interest was approximately $16.4 million, of which $0.5 million was in the form of a note payable. The note
accrues interest at 4.5% per annum and the principal and the interest are payable on March 29, 2026. As part of
the transaction, we agreed to additional contingent consideration if future operational and financial objectives are
met. There is no maximum payout. The contingent consideration was valued at $0.2 million on December 31,
2024.

On September 29, 2023, we acquired a 70% equity interest in a four-clinic physical therapy practice. The
owner of the practice retained 30% of the equity interests. The purchase price for the 70% equity interest was
approximately $6.0 million, of which $5.4 million was paid in cash, and $0.6 million was in the form of a note
payable. The note accrues interest at 5.0% per annum and the principal and interest are payable in two
installments. The first payment of principal and interest of $0.3 million was paid in January 2024, and the second
installment of $0.3 million is due on September 30, 2025.

In a separate transaction, on September 29, 2023, we acquired a 70% equity interest in a single clinic
physical therapy practice. The owner of the practice retained 30% of the equity interests. The purchase price for
the 70% equity interest was approximately $7.8 million, of which $7.4 million was paid in cash and $0.4 million
is a deferred payment due on June 30, 2025.

On July 31, 2023, we acquired a 70% equity interest in a five-clinic practice. The practice’s owners retained
a 30% equity interest. The purchase price for the 70% equity interest was approximately $2.1 million, of which
$1.8 million was paid in cash and $0.3 million is a deferred payment due on June 30, 2025.

On May 31, 2023, we and a local partner together acquired a 75% interest in a four-clinic physical therapy
practice. After the transaction, our ownership interest is 45%, our local partner’s ownership interest is 30%, and
the practice’s pre-acquisition owners have a 25% ownership interest. The purchase price for the 75% equity
interest was approximately $3.1 million, of which $1.7 million was paid in cash by us, $1.1 million was paid in
cash by the local partner, and $0.3 million was in the form of a note payable (of which $0.2 million was to be
paid by us and $0.1 million was to be paid by the local partner). The note was paid in full on July 1, 2024.

On February 28, 2023, we acquired 80% interest in a one-clinic physical therapy practice. The practice’s
owners retained 20% of the equity interests. The purchase price for 80% equity interest was approximately
$6.2 million, of which $5.8 million was paid in cash and $0.4 million in the form of a note payable. The note
accrues interest at 4.5% per annum and the principal and interest were paid on February 28, 2025.

Redeemable Non-Controlling Interest

Certain of our limited partnership agreements and operating agreements provide that, upon the triggering
events, we have a call right and the selling entity or individual has a put right for the purchase and sale of the
limited partnership interest held by the partner. Once triggered, the put right and the call right do not expire,
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even upon an individual partner’s death, and contain no mandatory redemption feature. In addition, in certain of
these limited partnership agreements and operating agreements, the selling entity or individual also has a put
right that can be exercised after the passage of a designated period of time or upon a termination of employment.
The purchase price of the underlying equity interest upon the exercise of either the put right or the call right is
calculated per the terms of the respective agreements and classified as redeemable non-controlling interest
(temporary equity) in our consolidated balance sheets. The fair value of the redeemable non-controlling interest
at December 31, 2024 was $269.0 million.

Contractual Obligations

We have future obligations for debt repayments and associated interest payments as well as future minimum
lease payments under our non-cancellable operating leases. The obligations as of December 31, 2024, are
summarized as follows:

Total 2025 2026 2027 2028 2029 Thereafter
(In thousands)
Company’s Senior Credit Facilities”. . . . .. $151,625 $ 9,375 $ 9,375 $132875 ¢ —$ — $ —
Notes payable®. . ..................... 2,952 2,047 894 11 — — —
Interest expense on Senior Credit Facilities
and notes payable®. ... .............. 18,739 6,456 6,182 6,101 — — —
Operating leases™ ... .................. 188,799 55,557 45,020 33,718 22,556 13,389 18,559

$362,115 $73,435 $61,471 $172,705 $22,556 $13,389 $18,559

(1)  Amounts due under our Senior Credit Facilities discussed above.
(2) Amounts due related to certain acquisitions discussed above.

(3) Interest on our Senior Credit Facilities was estimated using the average outstanding balance for the respective periods and our effective
interest rate on our Term Facility and Revolving Facility at December 31, 2024. Interest on our other debt was estimated using the
stated rate in the debt agreement.

(4) Includes variable non-lease components, including but not limited to common area maintenance.

CRITICAL ACCOUNTING POLICIES

Management’s discussion and analysis of financial condition and results of operations is based upon our
consolidated financial statements which have been prepared in accordance with accounting principles generally
accepted in the United States. The preparation of these financial statements requires estimates and judgments that
affect the reported amounts of our assets, liabilities, net sales and expenses, and disclosure of contingent assets
and liabilities. Management bases estimates on historical experience and other assumptions it believes to be
reasonable given the circumstances and evaluates these estimates on an ongoing basis. Actual results may differ
from these estimates under different assumptions or conditions.

We believe that the following critical accounting policies involve a higher degree of judgment and
complexity. See Note 2, Significant Accounting Policies, to our audited consolidated financial statements which
are included elsewhere in this Annual Report on Form 10-K for a complete discussion of our significant
accounting policies. The following reflect the significant estimates and judgments used in the preparation of our
consolidated financial statements.

Revenue Recognition

Patient revenue

Revenues are recognized in the period in which services are rendered. Net patient revenue consists of
revenues from physical therapy and occupational therapy clinics that provide pre-and post-operative care and
treatment for orthopedic related disorders, sports-related injuries, preventative care, rehabilitation of injured
workers and neurological-related injuries. Net patient revenue (patient revenues less estimated contractual
adjustments — described below) is recognized at the estimated net realizable amounts from third-party payors,
patients and others in exchange for services rendered when obligations under the terms of the contract are
satisfied. There is an implied contract between us and the patient upon each patient visit. Separate contractual
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arrangements exist between us and third-party payors (e.g. insurers, managed care programs, government
programs, and workers’ compensation programs) which establish the amounts the third parties pay on behalf of
the patients for covered services rendered. While these agreements are not considered contracts with the
customer, they are used for determining the transaction price for services provided to the patients covered by the
third-party payors. The payor contracts do not indicate performance obligations for us but indicate reimbursement
rates for patients who are covered by those payors when the services are provided. At that time, we are obligated
to provide services for the reimbursement rates stipulated in the payor contracts. The execution of the contract
alone does not indicate a performance obligation. For self-paying customers, the performance obligation exists
when we provide the services at established rates. The difference between our established rate and the anticipated
reimbursement rate is accounted for as an offset to revenue—contractual allowance.

Other Revenues

Revenue derived from management agreements with physicians and hospitals is included in other revenue in
the consolidated statements of net income. We do not have any ownership interest in these clinics. Typically,
revenues are determined based on the number of visits conducted at the clinic and recognized at the point in time
when services are performed. Costs, typically salaries for our employees, are recorded when incurred.

Revenues from the IIP business, which are included in other revenues in the consolidated statements of net
income, are derived from onsite services we provide to clients’ employees including injury prevention,
rehabilitation, ergonomic assessments, and performance optimization. Revenue from the IIP business is
recognized when obligations under the terms of the contract are satisfied. Revenues are recognized at an amount
equal to the consideration we expect to receive in exchange for providing injury prevention services to our
clients. The revenue is determined and recognized based on the number of hours and respective rate for services
provided in a given period.

Additionally, other revenue includes services we provide on-site at locations such as schools and industrial
worksites for physical or occupational therapy services, athletic trainers and gym membership fees. Contract
terms and rates are agreed to in advance between us and the third parties. Services are typically performed over
the contract period and revenue is recorded at the point of service. If the services are paid in advance, revenue is
recorded as a contract liability over the period of the agreement and recognized at the point in time when the
services are performed.

We determine allowances for credit losses based on the specific agings of receivables and payor
classifications at each clinic. The provision for credit losses is included in clinic operating costs in the statements
of net income. Patient accounts receivable, which are stated at the historical carrying amount net of contractual
allowances, write-offs and provision for credit losses, includes only those amounts we estimate to be collectible.
Our provision for credit losses was 1.0% of total net revenue for each years ended December 31, 2024, 2023 and
2022, respectively. Management believes that this is reasonable because the majority of our payors consist of
highly solvent, highly regulated, commercial insurance companies as well as government programs, including
Medicare.

Contractual Allowances

Contractual allowances result from the differences between the rates charged for services performed and expected
reimbursements by both insurance companies and government sponsored healthcare programs for such services.
Medicare regulations and the various third-party payors and managed care contracts are often complex and may
include multiple reimbursement mechanisms payable for the services provided in our clinics. We estimate contractual
allowances based on our interpretation of the applicable regulations, payor contracts and historical calculations. Each
month we estimate our contractual allowance for each clinic based on payor contracts and the historical collection
experience of the clinic and apply an appropriate contractual allowance reserve percentage to the gross accounts
receivable balances for each payor of the clinic. Based on our historical experience, calculating the contractual
allowance reserve percentage at the payor level is sufficient to allow us to provide the necessary detail and accuracy
with our collectability estimates. However, the services authorized and provided and related reimbursement are subject
to interpretation that could result in payments that differ from our estimates. Payor terms are periodically revised
necessitating continual review and assessment of the estimates made by management. Our billing systems may not
capture the exact change in our contractual allowance reserve estimate from period to period. Therefore, in order to
assess the accuracy of our revenues and hence our contractual allowance reserves, our management regularly compares
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our cash collections to corresponding net revenues measured both in the aggregate and on a clinic-by-clinic basis. In
the aggregate, the historical difference between net revenues and corresponding cash collections in any given fiscal
year has generally reflected a difference within approximately 1.0% to 1.5% of net revenues. Additionally, analysis of
subsequent period’s contractual write-offs on a payor basis reflects a difference within approximately 1.0% to 1.5%
between the actual aggregate contractual reserve percentage as compared to the estimated contractual allowance
reserve percentage associated with the same period end balance. As a result, we believe that a reasonable likely change
in the contractual allowance reserve estimate would not be more than 1.0% to 1.5% of gross billings in accounts
receivable at December 31, 2024. For purposes of demonstrating the sensitivity of this estimate on our Company’s
financial condition, a 1.0% to 1.5% increase or decrease in our aggregate contractual allowance reserve percentage
would decrease or increase, respectively, net patient revenue by approximately $1.0 million to $1.5 million for the year
ended December 31, 2024. Management believes the changes in the estimate of the contractual allowance reserve for
the periods ended December 31, 2024, and 2023 have not been material to the statements of income.

Goodwill and Other Indefinite-Lived Intangible Assets

Goodwill represents the excess of the amount paid and fair value of the non-controlling interests over the
fair value of the acquired business assets, which include certain identifiable intangible assets. Historically,
goodwill has been derived from acquisitions and, prior to 2009, from the purchase of some or all of a particular
local management’s equity interest in an existing clinic. Effective January 1, 2009, if the purchase price of a
non-controlling interest by the Company exceeds or is less than the book value at the time of purchase, any
excess or shortfall is recognized as an adjustment to additional paid-in capital.

Goodwill and other indefinite-lived intangible assets are not amortized but are instead subject to periodic
impairment evaluations. The fair value of goodwill and other identifiable intangible assets with indefinite lives
are evaluated for impairment at least annually and upon the occurrence of certain events or conditions and are
written down to fair value if considered impaired. These events or conditions include but are not limited to a
significant adverse change in the business environment, regulatory environment, or legal factors; a current period
operating, or cash flow loss combined with a history of such losses or a projection of continuing losses; or a sale
or disposition of a significant portion of a reporting unit. The occurrence of one of these events or conditions
could significantly impact an impairment assessment, necessitating an impairment charge. We evaluate
indefinite-lived tradenames in conjunction with our annual goodwill impairment test.

Impairment of Goodwill, Other Indefinite-Lived Intangible Assets and Long-Lived Assets

We operate our business through two segments consisting of our physical therapy clinics and our IIP
business. For purposes of goodwill impairment analysis, each of our segments is further broken down into
reporting units. Reporting units within our physical therapy business comprise of regions primarily based on each
clinic’s location. In addition to the six regions, in 2024 and 2023, the IIP business consisted of two reporting
units.

As part of the impairment analysis, we are first required to assess qualitatively if we can conclude whether
goodwill is more likely than not impaired. If goodwill is more likely than not impaired, we are then required to
complete a quantitative analysis of whether a reporting unit’s fair value is less than its carrying amount. In
evaluating whether it is more likely than not that the fair value of a reporting unit is less than its carrying
amount, we consider relevant events or circumstances that affect the fair value or carrying amount of a reporting
unit. We consider both the income and market approach in determining the fair value of its reporting units when
performing a quantitative analysis.

An impairment loss generally would be recognized when the carrying amount of the net assets of a
reporting unit, inclusive of goodwill and other identifiable intangible assets, exceeds the estimated fair value of
the reporting unit.

Additionally, we review property and equipment and intangible assets with finite lives for impairment upon
the occurrence of certain events or circumstances that indicate the related amounts may be impaired.

We recorded a non-cash impairment charge of $2.4 million related to assets held for sale during the
year-ended December 31, 2024 and $17.5 million related to a reporting unit in our IIP business during the year
ended December 31, 2023.

We will continue to monitor for any triggering events or other indicators of impairment.
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Redeemable Non-Controlling Interest

The non-controlling interests that are reflected as redeemable non-controlling interest in our consolidated
financial statements consist of those owners, including us, that have certain redemption rights, whether currently
exercisable or not, and which currently, or in the future, require that we purchase or the owner sell the
non-controlling interest held by the owner, if certain conditions are met and the owners request the purchase
(“‘Put Right”). We also have a call right (“Call Right’’). Most of the Put Rights or Call Rights may be triggered
by the owner or us, respectively, at such time as both of the following events have occurred: 1) termination of
the owner’s employment, regardless of the reason for such termination, and 2) the passage of specified number
of years after the closing of the transaction, typically three to five years, as defined in the limited partnership
agreement. Other Put Rights may be triggered at the discretion of the owner after a set period of time has
passed. The Put Rights and Call Rights are not automatic (even upon death) and require either the owner or us to
exercise our rights when the conditions triggering the Put or Call Rights have been satisfied. The purchase price
is derived at a predetermined formula based on a multiple of trailing twelve months earnings performance as
defined in the respective limited partnership agreements.

On the date we acquire a controlling interest in a Subsidiary and the limited partnership agreement or
operating agreement, as applicable, for such Subsidiary contains redemption rights not under our control, the fair
value of the non-controlling interest is recorded in the consolidated balance sheet under the caption—Redeemable
non-controlling interest. Then, in each reporting period thereafter until it is purchased by us, the redeemable
non-controlling interest is adjusted to the greater of its then current redemption value or initial value, based on
the predetermined formula defined in the respective limited partnership agreement. As a result, the value of the
non-controlling interest is not adjusted below its initial value. We record any adjustment in the redemption value,
net of tax, directly to retained earnings and not in the consolidated statements of net income. Although the
adjustments are not reflected in the consolidated statements of net income, current accounting rules require that
we reflect the adjustments, net of tax, in the earnings per share calculation. The amount of net income
attributable to redeemable non-controlling interest owners is included in consolidated net income on the face of
the consolidated statement of income. We believe the redemption value (i.e. the carrying amount) and fair value
are the same.

Non-Controlling Interest

We recognize non-controlling interests, in which we have no obligation but the right to purchase the
non-controlling interests, as equity in the consolidated financial statements separate from the parent entity’s
equity. The amount of net income attributable to non-controlling interests is included in consolidated net income
on the face of the consolidated statements of net income. Operating losses are allocated to non-controlling
interests even when such allocation creates a deficit balance for the non-controlling interest partner. When we
purchase a non-controlling interest and the purchase differs from the book value at the time of purchase, any
excess or shortfall is recognized as an adjustment to additional paid-in capital.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We maintain an interest rate swap arrangement which is considered a derivative instrument. Our
indebtedness as of December 31, 2024, was the outstanding balance of seller notes from our acquisitions of
$2.9 million, and an outstanding balance on our Credit Facilities of $151.6 million. The Revolving Facility
within our Credit Facilities has a balance of $11.0 million as of December 31, 2024, and is subject to fluctuating
interest rates. A 1% change in the interest rate would yield an additional $0.1 million of interest expense. See
Note 11 to our consolidated financial statements included in Item 8.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Shareholders
U.S. Physical Therapy, Inc.

Opinion on the financial statements

We have audited the accompanying consolidated balance sheets of U.S. Physical Therapy, Inc. (a Nevada
corporation) and subsidiaries (the “Company’”) as of December 31, 2024 and 2023, the related consolidated
statements of net income, comprehensive income, changes in equity, and cash flows for each of the three years in
the period ended December 31, 2024, and the related notes and financial statement schedule included under
Item 15(a) (collectively referred to as the “consolidated financial statements’). In our opinion, the consolidated
financial statements present fairly, in all material respects, the financial position of the Company as of
December 31, 2024 and 2023, and the results of its operations and its cash flows for each of the three years in
the period ended December 31, 2024, in conformity with accounting principles generally accepted in the United
States of America.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States) (“PCAOB”’), the Company’s internal control over financial reporting as of December 31, 2024,
based on criteria established in the 2013 Internal Control—Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (“COSQO’"), and our report dated March 3, 2025
expressed an unqualified opinion.

Basis for opinion

These consolidated financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on the Company’s consolidated financial statements based on our audits.
We are a public accounting firm registered with the PCAOB and are required to be independent with respect to
the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the
Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement, whether due to error or fraud. Our audits included performing procedures to assess the
risks of material misstatement of the financial statements, whether due to error or fraud, and performing
procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding
the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting
principles used and significant estimates made by management, as well as evaluating the overall presentation of
the financial statements. We believe that our audits provide a reasonable basis for our opinion.

Critical audit matter

The critical audit matter communicated below is a matter arising from the current period audit of the
financial statements that was communicated or required to be communicated to the audit committee and that:
(1) relates to accounts or disclosures that are material to the financial statements and (2) involved our especially
challenging, subjective, or complex judgments. The communication of critical audit matters does not alter in any
way our opinion on the financial statements, taken as a whole, and we are not, by communicating the critical
audit matter below, providing a separate opinion on the critical audit matter or on the accounts or disclosures to
which it relates.

Measurement of Patient Revenue Net of Contractual Adjustments

As further discussed in Note 2 to the consolidated financial statements, revenues are recognized in the
period in which services are rendered. Net patient revenues (patient revenues less estimated contractual
adjustments) are recognized at the estimated net realizable amounts from third-party payors, patients and others
in exchange for services rendered when obligations under the terms of the contract are satisfied. The Company
has agreements with third-party payors that provide for payments at amounts different from its established rates.
Each month the Company estimates its contractual adjustment for each clinic based on the terms of third-party
payor contracts and the historical collection and write-off experience of the clinic and applies a contractual
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adjustment reserve percentage to the gross accounts receivable balances. The Company then performs a
comparison of cash collections to corresponding net revenues for the prior twelve months. We identified the
measurement of contractual adjustments as a critical audit matter.

The principal consideration for our determination that the measurement of contractual adjustments is a
critical audit matter is that the estimate requires a high degree of auditor subjectivity in evaluating management’s
assumptions related to developing future collection patterns across the various clinic locations.

Our audit procedures related to the Company’s measurement of contractual adjustments included the
following, among others.

e  We tested the design and operating effectiveness of controls relating to billing and cash collections, net
rate trend analysis and cash collections versus net revenue trend analysis.

e  For a sample of patient visits, we inspected and compared underlying documents for each transaction,
which included gross billing rates and cash collected (net revenue).

e  For a sample of patient visits, we traced gross billings and net revenue to net revenue recorded in the
general ledger and to each report used in determining and assessing the contractual adjustment
calculation.

e  We compared cash collections to recorded net revenue for the twelve month period ended
December 31, 2024 and again for the twelve month period ended in the first month subsequent to
period end, to identify whether there were unusual trends that would indicate that the usage of
historical collection patterns would no longer be reasonable to predict future collection patterns.

/s/ GRANT THORNTON LLP
We have served as the Company’s auditor since 2004.

Houston, Texas
March 3, 2025
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Shareholders
U.S. Physical Therapy, Inc.

Opinion on internal control over financial reporting

We have audited the internal control over financial reporting of U.S. Physical Therapy, Inc. (a Nevada
corporation) and subsidiaries (the ‘“Company’”) as of December 31, 2024, based on criteria established in the
2013 Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (““COSO”). In our opinion, the Company maintained, in all material respects, effective
internal control over financial reporting as of December 31, 2024, based on criteria established in the
2013 Internal Control—Integrated Framework issued by COSO.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States) (“PCAOB’’), the consolidated financial statements of the Company as of and for the year ended
December 31, 2024, and our report dated March 3, 2025 expressed an unqualified opinion on those financial
statements.

Basis for opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting
and for its assessment of the effectiveness of internal control over financial reporting, included in the
accompanying Management’s Report on Internal Control over Financial Reporting (‘‘Management’s Report™).
Our responsibility is to express an opinion on the Company’s internal control over financial reporting based on
our audit. We are a public accounting firm registered with the PCAOB and are required to be independent with
respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial
reporting was maintained in all material respects. Our audit included obtaining an understanding of internal
control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the
design and operating effectiveness of internal control based on the assessed risk, and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion.

Our audit of, and opinion on, the Company’s internal control over financial reporting does not include the
internal control over financial reporting of MSO Metro, LLC, a consolidated subsidiary, whose financial
statements reflect total assets and revenues constituting 3.6 and 1.5 percent, respectively, of the related
consolidated financial statement amounts as of and for the year ended December 31, 2024. As indicated in
Management’s Report, MSO Metro, LLC was acquired during 2024. Management’s assertion on the effectiveness
of the Company’s internal control over financial reporting excluded internal control over financial reporting of
MSO Metro, LLC.

Definition and limitations of internal control over financial reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the financial statements.
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Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

/s/ GRANT THORNTON LLP

Houston, Texas
March 3, 2025
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U.S. PHYSICAL THERAPY, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS)

December 31, December 31,

2024 2023
ASSETS
Current assets:
Cash and cash equIVaIENLS. . . . . .. .ottt e $ 41362 $152,825
Patient accounts receivable, less provision for credit losses of $3,506 and $2,736, respectively. . 59,040 51,866
Accounts receivable - other. . . ... .. 26,626 17,854
Other CUITENt @SSELS . . . . o o\ttt e e e e e e e e e e e e e e e e e e e e 10,555 10,830
Total CUITENt ASSELS . . . o o ottt e e e e e e e e e 137,583 233,375
Fixed assets:
Furniture and eqUipment . . . ... ... ... .. 68,128 63,982
Leasehold improvements. . . . . ... ...ttt t ettt 51,105 46,941
Fixed asSets, SIOSS . . . oo e e e 119,233 110,923
Less accumulated depreciation and amortization. . . . ...ttt (87,093) (84,821)
Fixed assets, Net. . . . . . . o e 32,140 26,102
Operating lease right-of-use assets. . . . ... ...t 133,936 103,431
Investment in unconsolidated affiliate . ... ... ... ... . .. . . .. 12,190 12,256
GoodWill . . oo 667,152 509,571
Other identifiable intangible assets, Net . . .. ... ... ... 179,311 109,682
Other assets . . . ..o 5,155 2,821
TOtal ASSELS. « . o o vttt e $1,167,467  $997,238
LIABILITIES, REDEEMABLE NON-CONTROLLING INTEREST, USPH SHAREHOLDERS’
EQUITY AND NON-CONTROLLING INTEREST
Current liabilities:
Accounts payable - trade. . . ... ... $ 5936 $ 3,898
ACCTUCA BXPENSES « « v v vt et e e et e e e e 59,513 55,344
Current portion of operating lease liabilities. . . . ........ ... ... . ... . .. .. . ... 39,835 35,252
Current portion of term loan and notes payable .. ......... ... .. . . . . . 10,999 7,691
Total current liabilities . .. . ... ... ... . . . 116,283 102,185
Notes payable, net of current portion. . .. .......... ... 903 1,289
Revolving facility . . . . .. e 11,000 —
Term loan, net of current portion and deferred financing costs .. ........ ... ... ... ........ 130,627 137,702
Deferred taxes . . . ... e 29,465 24,815
Operating lease liabilities, net of current portion. . . ..............uuiiiinneeee .. 101,868 76,653
Other long-term Habilities . . . . . .. ..ot 18,275 2,356
Total lHabilities . . . . . . ..o 408,421 345,000
Redeemable non-controlling interest - temporary equity . . ... ...« 269,025 174,828
Commitments and Contingencies
U.S. Physical Therapy, Inc. (““USPH”) shareholders’ equity:
Preferred stock, $0.01 par value, 500,000 shares authorized, no shares issued and outstanding . . — —
Common stock, $0.01 par value, 20,000,000 shares authorized, 17,309,120 and 17,202,291
shares issued, respectively. . . . . ..ot 172 172
Additional paid-in capital . .. ... ... 290,321 281,096
Accumulated other comprehensive gain. . ......... ... . e 2,799 2,782
Retained €arnings . . . . . .o oo 227,265 223,772
Treasury stock at cost, 2,214,737 shares. . . . ... ... (31,628) (31,628)
Total USPH shareholders” equity . . . . ... ... 488,929 476,194
Non-controlling interest - permanent eqUity . . . . . .. ..o vttt ettt et 1,092 1,216
Total USPH shareholders’ equity and non-controlling interest - permanent equity. . .. ...... 490,021 477,410
Total liabilities, redeemable non-controlling interest, USPH shareholders’ equity and
non-controlling interest - permanent €quity . ... ........... ...t .. $1,167,467  $997,238

The accompanying notes are an integral part of these Consolidated Financial Statements.
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U.S. PHYSICAL THERAPY, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF NET INCOME
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTYS)

For the Year Ended
December 31, December 31, December 31,

2024 2023 2022
Net patient TEVENUE. . . ..o vttt et e e e e e e e e ee e $560,553 $514,556 $464,590
Other TEVENUE . . . . .ottt et e 110,792 90,246 88,554
Net TEVENUE. . . . e e e 671,345 604,802 553,144
Operating cost:
Salaries and related COStS . . ..o oot 399,394 353,390 319,191
Rent, supplies, contract labor and other ....................... 118,910 108,596 102,370
Depreciation and amortization . . . ..............ouuiunenenan .. 17,853 14,960 13,939
Provision for credit 10SSes .. ... 6,912 6,172 5,548
Clinic closure costs - lease and other ......................... 4,355 175 72
Total operating CoSt . ... ..ot 547,424 483,293 441,120
Gross profit. . .. ..ot 123,921 121,509 112,024
Corporate office COSES. . .. v v it 58,290 51,953 46,111
Impairment of goodwill and other intangible assets................ — 17,495 9,112
Impairment of assets held forsale............. ... .. ... ... ... 2,418 — —
Operating iNCOME . . . .. v\ttt et ettt e e eeens 63,213 52,061 56,801
Other (expense) income
Interest expense, debt and other. . ............................ (8,015) (9,303) (5,779)
Interest income from investments . ........................... 3,941 3,774 —
Change in fair value of contingent earn-out consideration. . ....... 219) (1,550) 2,520
Change in revaluation of put-right liability..................... (82) 2,582 ’)
Equity in earnings of unconsolidated affiliate. . ................. 1,014 955 1,175
Relief Funds . ... ... . .. . . — 467 —
Other . ... 357 390 859
Total other eXpense. .. ...t (3,004) (2,685) (1,230)
Income before taxes . . ... 60,209 49,376 55,571
Provision for inCome taxes. . .. .....ovi it 14,609 12,156 12,164
NEt INCOME . . . v e e e e e e e 45,600 37,220 43,407
Less: Net income attributable to non-controlling interest:
Redeemable non-controlling interest - temporary equity .......... (10,044) (4,426) (6,902)
Non-controlling interest - permanent equity .. .................. (4,132) (4,555) (4,347)
(14,176) (8,981) (11,249)
Net income attributable to USPH shareholders. .. ................. $ 31,424 $ 28,239 $ 32,158
Basic and diluted earnings per share attributable to USPH
shareholders .. ... ...ttt $ 184 $  1.28 $ 225
Shares used in computation - basic and diluted . .................. 15,064 14,188 12,985
Dividends declared per common share .......................... $ 176 $ 172 $ 1.64

The accompanying notes are an integral part of these Consolidated Financial Statements.
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U.S. PHYSICAL THERAPY, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(IN THOUSANDS)

Year Ended
December 31, December 31, December 31,
2024 2023 2022

NEt INCOME . . . o ve e et et e e e e e e e e e e e $ 45,600 $37,220 $ 43,407
Other comprehensive income
Unrealized gain (loss) on cash flow hedge .. ..................... 23 (1,642) 5,378
Tax effect at statutory rate (federal and state). . ................... (6) 420 (1,374)
Comprehensive iNCOME . .. ......ouuueeetneeeeine e $ 45,617 $35,998 $ 47,411
Comprehensive income attributable to non-controlling interest. . ... .. (14,176) (8,981) (11,249)
Comprehensive income attributable to USPH shareholders . ......... $ 31,441 $27,017 $ 36,162

The accompanying notes are an integral part of these Consolidated Financial Statements.
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U.S. PHYSICAL THERAPY, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(IN THOUSANDS)

U.S. Physical Therapy, Inc.

Common Stock 5 ggitional Accumulated Other Retained _1reasury Stock poea) Shareholders’ Non-Controlling
Shares Amount Paid-In Capital Comprehensive Gain Earnings Shares Amount Equity Interests Total

Balance January 1, 2022. .. 15,126  $151 $102,688 $ — $224,395 (2,215) $(31,628) $295,606 $ 1,575 $297,181
Net income attributable to

USPH shareholders. . . . . — — — 32,158 — — 32,158 — 32,158
Net income attributable to

non-controlling interest -

permanent equity . . . . . . — — — — — — — 4,347 4,347
Issuance of restricted stock,

net of cancellations. . . . . 90 1 — — — — — 1 — 1
Revaluation of redeemable

non-controlling interest . . — — — — (2,896) — — (2,896) — (2,896)
Purchase of non-controlling

interest . . . ... ... ... — — (353) — — — — (353) (101) (454)
Compensation expense -

equity-based awards . . . . — — 7,264 — — — — 7,264 — 7,264
Transfer of compensation

liability for certain

stock . ... — — 707 — — — — 707 — 707
Dividends paid to USPH

shareholders . . . . ... .. — — — — (21,321) — — (21,321) — (21,321)
Distributions to

non-controlling interest

partners - permanent

equity. . . . . ... ... .. — — — — — — — — (5,246) (5,246)
Deferred taxes related to

redeemable

non-controlling interest -

temporary equity . . . . . .
Other comprehensive gain . .

— 613  — — 613 — 613
— 4,004 - = — 4,004 — 4,004
O — 10 685 695

Balance December 31,
2022 .. 15,216  $152 $110,317 $4,004 $232,948 (2,215) $(31,628) $315,793 $ 1,260 $317,053

U.S. Physical Therapy, Inc.

Common Stock  pqgditional ~ Accumulated Other Retained _1reasury Stock —poeq) Shareholders’ Non-Controlling
Shares Amount Paid-In Capital Comprehensive Gain Earnings Shares Amount Equity Interests Total

Balance January 1, 2023 . . . . 15216 $152 $110,317 $ 4,004 $232,948  (2,215) $(31,628) $315,793 $ 1,260 $317,053

Net income attributable to
USPH shareholders . . . . . . — — — — 28,239 — — 28,239 — 28,239

Net income attributable to

non-controlling interest -

permanent equity . . . . . . . — — — — — — — — 4,555 4,555
Issuance of restricted stock, net

of cancellations . . . . . ... 70 — — — — — — — — —
Issuance of common stock,

pursuant to the secondary

public offering, net of

issuance costs . . . . .. . .. 1,916 20 163,626 — — — — 163,646 — 163,646
Revaluation of redeemable

non-controlling interest. . . . — — — — (13,564) — — (13,564) — (13,564)
Compensation expense -

equity-based awards . . . . . — — 7,236 — — — — 7,236 — 7,236
Sale of non-controlling interest. — — — — — — — — 4
Purchase of partnership

interests - non-controlling

interest. . . . . ... .. ... — — (83) — — — — (83) (36) (119)
Dividends payable to USPH

shareholders. . . . ... ... — — — — (24,128) — — (24,128) — (24,128)
Distributions to non-controlling

interest partners - permanent

equity . . ... ... — — — — — — — — (4,567) (4,567)
Deferred taxes related to

redeemable non-controlling

I

interest - temporary equity . . — — — — 587 — — 587 — 587
Other comprehensive loss. . . . — — — (1,222) 2) — — (1,224) — (1,224)
Other. . ............. — — — — (308) — — (308) — (308)
Balance December 31, 2023 . . 17,202 $172 $281,096 $2,782 $223,772  (2,215) $(31,628) $476,194 $ 1,216 $477,410

The accompanying notes are an integral part of these Consolidated Financial Statements.
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U.S. Physical Therapy, Inc.

Common Stock  Aggitional ~ Accumulated Other Retained _Lreasury Stock puia) Shareholders’ Non-Controlling
Shares Amount Paid-In Capital Comprehensive Loss Earnings Shares Amount Equity Interests Total

Balance January 1, 2024. .. 17,202  $172 $281,096 $2,782 $223,772 (2,215) $(31,628) $476,194 $ 1,216 $477,410
Net income attributable to

USPH shareholders. . . . . — — — — 31,424 — — 31,424 — 31,424
Net income attributable to

non-controlling interest -

permanent equity . . . . . . — — — — — — — — 4,132 4,132
Issuance of restricted stock,

net of cancellations. . . . . 107 — 1,500 — — — — 1,500 — 1,500
Issuance of common stock,

pursuant to the secondary

public offering, net of

issuance costs. . . ... .. — — — — — — — — — _
Revaluation of redeemable

non-controlling interest . . — — — — (4,964) — — (4,964) — (4,964)
Compensation expense -

equity-based awards . . . . — — 7,656 — — — — 7,656 — 7,656
Sale of non-controlling

interest . . .. ... ... .. — — 229 — — — — 229 — 229
Purchase of partnership

interests - non-controlling

interest . . .. ... ..... — — (760) — — — — (760) (124) (884)
Dividends payable to USPH

shareholders. . . . .. ... — — — — (26,540) — — (26,540) — (26,540)
Distributions to

non-controlling interest

partners - permanent

equity. . ... ... ... — — — — — — — — (4,133) (4,133)
Deferred taxes related to

redeemable

non-controlling interest -

temporary equity . . . . . . — — — — 540 — — 540 — 540
Other comprehensive gain . . — — — 17 — — — 17 — 17
Transfer of compensation

liability for certain stock

issued pursuant to

long-term incentive plans .
Transfer of RNCI due to

separation agreement. . . .

— — — 600 600

3,033 — — 3,033

3,033
1

Balance December 31,
2024 .. 17,309

&

172 $290,321 $2,799 $227,265 (2,215) $(31,628) $488,929 $ 1,092 $490,021

The accompanying notes are an integral part of these Consolidated Financial Statements.
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U.S. PHYSICAL THERAPY, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

Year Ended
December 31, December 31, December 31,
2024 2023 2022
OPERATING ACTIVITIES
Net income including non-controlling interest . ....................... $ 45,600 $ 37,220 $ 43,407
Adjustments to reconcile net income including non-controlling interest to net
cash provided by operating activities:
Depreciation and amortization. . . ... ... .. 18,681 15,695 14,743
Provision for credit 10SseS . . . ... ... 6,912 6,172 5,548
Equity-based awards compensation eXpense . . . ... ............eo.... 7,823 7,236 7,264
Amortization of debt issue costs ... ........ .. .. 422 420 305
Change in deferred income taxes. . ... ...« 5,365 4,490 4,309
Change in revaluation of put-right liability. . .. ..................... 82 (2,582) 5
Change in fair value of contingent earn-out consideration. . ............ 219 1,550 (2,520)
Equity of earnings in unconsolidated affiliate. ... ................... (1,014) (955) (1,175)
Loss (gain) on sale of clinics and fixed assets .. .................... 836 166 (643)
Impairment of goodwill and other intangible assets . ................. — 17,495 9,112
Impairment of assets held forsale . ............. . ... ... .......... 2,418 — —
Other . . . — — (83)
Changes in operating assets and liabilities:
Increase in patient accounts receivable. . .. ......... ... ... (5,346) (5,645) (10,279)
Increase in accounts receivable - other. . ... ....................... (6,548) (356) (307)
Increase in other current and long term assets . ..................... (818) (197) (5,940)
Decrease (increase) in accounts payable and accrued expenses . ......... 1,713 15 (7,755)
(Increase) decrease in other long-term liabilities. . . .................. (1,405) 1,254 2,546
Net cash provided by operating activities. . .. .......... ..., 74,940 81,978 58,537
INVESTING ACTIVITIES
Purchase of fixed assets . ... ......... ...t (9,186) (9,294) (8,248)
Purchase of majority interest in businesses, net of cash acquired. .......... (133,087) (26,582) (59,788)
Purchase of redeemable non-controlling interest, temporary equity . ........ (8,052) (10,986) (14,987)
Purchase of non controlling interest, permanent equity . . . ... ............ (1,004) (281) (280)
Proceeds on sale of non-controlling interest, permanent equity . ........... 26 102 —
Proceeds on sale of partnership interest - redeemable non-controlling interest,
tEMPOTATY EQUILY. « « v v v o e e e e e e 79 875 402
Distributions from unconsolidated affiliate. . .. ....................... 1,080 830 1,259
Proceeds on sale of partnership interest, clinics and fixed assets . .......... — — 373
Other . . .o 694 321 —
Net cash used in investing activities . ............... ... ..o, (149,450) (45,015) (81,269)
FINANCING ACTIVITIES
Proceeds from issuance of common stock pursuant to the secondary public
offering, net of iSSUANCE COSLS . . . ...ttt ittt — 163,646 —
Proceeds from revolving facility ... ...... ... ... ... .. ... 19,000 24,000 101,000
Distributions to non-controlling interest, permanent and temporary equity . . . . (14,711) (16,100) (15,348)
Cash dividends paid to shareholders . .............................. (26,540) (24,128) (21,321)
Payments on revolving facility .......... ... ... . . . . . ... (8,000) (55,000) (184,000)
Principal payments on notes payable . .. ........... .. ..o (2,952) (4,400) (930)
Payments onterm loan . . ... . . ... (3,750) (3,750) (1,875)
Proceeds from term loan. . . . ... ... ... ... ... — — 150,000
Payment of deferred financing costs .. .......... ... ... .. ... . . . ... — — (1,779)
Other . . .o — — 12
Net cash (used in) provided by financing activities. . .. ................... (36,953) 84,268 25,759
Net (decrease) increase in cash and cash equivalents . .................... (111,463) 121,231 3,027
Cash and cash equivalents - beginning of period . ....................... 152,825 31,594 28,567
Cash and cash equivalents - end of period . . .. ......................... $ 41,362 $152,825 $ 31,594

The accompanying notes are an integral part of these Consolidated Financial Statements.
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Year Ended
December 31, December 31, December 31,

2024 2023 2022

SUPPLEMENTAL DISCLOSURES OF CASH FLOW

INFORMATION
Cash paid during the period for:

INCOME tAXES .« o v ottt e e e e e e $ 4,832 $4.926 $7,615

Interest paid . .. ... 7,209 8,655 5,687
Non-cash investing and financing transactions during the period:

Purchase of businesses - seller financing portion .................. 2,060 1,815 1,574

Liabilities assumed associated with a purchase of a business. ........ 670 524 —

Fair market value of initial contingent consideration related to

purchase of businesses .. ...........ouuiuiiiinnnnenenn... 17,672 200 3,357
Notes payable related to purchase of redeemable non-controlling

interest, teMporary €qUity . ... .c.vvuennenn e 71 1,087 1,074
Notes payable related to the purchase of non-controlling interest,

PErmManent EQUILY . . .« v vttt e e e e — 200 296
Notes receivable related to sale of redeemable non-controlling interest 1,890 4,136 1,580
Notes receivable related to the sale of non-controlling interest,

permanent €qUILY « . .. ..o v vttt e e 282 458 —
Offset to notes receivable associated with purchase of redeemable

non-controlling interest . . .. ........ ..ottt 726 — —
Issuance of restricted stock related to purchase of business.......... 1,500 — —

The accompanying notes are an integral part of these Consolidated Financial Statements.
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U.S. PHYSICAL THERAPY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2024, 2023 and 2022

1. Organization, Nature of Operations and Basis of Presentation

The consolidated financial statements include the accounts of U.S. Physical Therapy, Inc., its subsidiaries,
and variable interest entities for which the Company has determined it is the primary beneficiary (the
“Company”’). All significant intercompany transactions and balances have been eliminated.

The Company operates its business through two reportable business segments. The Company’s reportable
segments include the physical therapy operations segment and the industrial injury prevention services (“IIP”")
segment. The Company’s physical therapy operations consist of physical therapy and occupational therapy clinics
that provide pre-and post-operative care and treatment for orthopedic-related disorders, sports-related injuries,
preventive care, rehabilitation of injured workers and neurological injuries. Services provided by the IIP segment
include onsite injury prevention and rehabilitation, performance optimization and ergonomic assessments.

During the last three years, the Company completed the acquisitions of the following clinic practices and IIP
businesses detailed below:

% Interest Number of
Acquisition Date Acquired Clinics
November 2024 Acquisition. . ................ November 30, 2024 75% 8
October 2024 Acquisition. .. ................. October 31, 2024 50% 50
August 2024 Acquisition . ................. .. August 31, 2024 70% 8
April 2024 Acquisition . . ......... ... ... ... April 30, 2024 ok *
March 2024 Acquisition . .. .................. March 29, 2024 50% 9
October 2023 Acquisition. .. ................. October 31, 2023 Hokk *
September 2023 Acquisition 1 ................ September 29, 2023 70% 4
September 2023 Acquisition 2. ............... September 29, 2023 70% 1
July 2023 Acquisition. ...................... July 31, 2023 70% 7
May 2023 AcquiSition. .. ...........cooueun... May 31, 2023 45% 4
February 2023 Acquisition .. ................. February 28, 2023 80% 1
November 2022 Acquisition. . ................ November 30, 2022 80% 13
October 2022 Acquisition. ................... October 31, 2022 60% 14
September 2022 Acquisition. . ................ September 30, 2022 80% 2
August 2022 Acquisition . .......... ... August 31, 2022 70% 6
March 2022 Acquisition . .................... March 31, 2022 70% 6

* IIP business.
#*  On April 30, 2024, one of our IIP businesses, Briotix Health Limited Partnership, acquired 100% of an IIP business.
##% On October 31, 2023, we concurrently acquired 100% of an IIP business and a 55% equity interest in an ergonomics software business.

Besides the multi-clinic acquisitions referenced in the table above, during 2024 and 2023, the Company
purchased the assets and businesses of eight and nine physical therapy clinics, respectively, in separate
transactions.

In May 2023, the Company completed a secondary offering of 1,916,667 shares of its common stock at an
offering price of $90.00 per share. Upon completion of the offering, the Company received net proceeds of
approximately $163.6 million, after deducting an underwriting discount of $8.6 million and recognizing related
fees and expenses of $0.2 million. A portion of the net proceeds was used to repay the $35.0 million then
outstanding under the Company’s credit facility while the remainder was used primarily for additional
acquisitions.

2. Significant Accounting Policies
Cash Equivalents

The Company maintains its cash and cash equivalents at financial institutions. The Company considers all
highly liquid investments with a maturity of three months or less when purchased to be cash equivalents. The
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combined account balances at several institutions typically exceed Federal Deposit Insurance Corporation
(“FDIC”) insurance coverage and, as a result, there is a concentration of credit risk related to amounts on
deposit in excess of FDIC insurance coverage. Management believes that this risk is not significant.

Long-Lived Assets

Fixed assets are stated at cost. Depreciation is computed on the straight-line method over the estimated
useful lives of the related assets. Estimated useful lives for furniture and equipment range from three to
eight years and for software purchased from three to seven years. Leasehold improvements are amortized over
the shorter of the related lease term or estimated useful lives of the assets, which is generally three to five years.

Goodwill and Other Indefinite-Lived Intangible Assets

Goodwill represents the excess of the amount paid and fair value of the non-controlling interests over the
fair value of the acquired business assets, which include certain identifiable intangible assets. Historically,
goodwill has been derived from acquisitions and, prior to 2009, from the purchase of some or all of a particular
local management’s equity interest in an existing clinic. Effective January 1, 2009, if the purchase price of a
non-controlling interest by the Company exceeds or is less than the book value at the time of purchase, any
excess or shortfall is recognized as an adjustment to additional paid-in capital.

Goodwill and other indefinite-lived intangible assets are not amortized but are instead subject to periodic
impairment evaluations. The fair value of goodwill and other identifiable intangible assets with indefinite lives
are evaluated for impairment at least annually and upon the occurrence of certain events or conditions and are
written down to fair value if considered impaired. These events or conditions include but are not limited to a
significant adverse change in the business environment, regulatory environment, or legal factors; a current period
operating, or cash flow loss combined with a history of such losses or a projection of continuing losses; or a sale
or disposition of a significant portion of a reporting unit. The occurrence of one of these events or conditions
could significantly impact an impairment assessment, necessitating an impairment charge. The Company
evaluates indefinite-lived tradenames in conjunction with our annual goodwill impairment test and upon the
occurrence of certain events and conditions mentioned above.

Impairment of Goodwill, Other Indefinite-Lived Intangible Assets and Long-Lived Assets

The Company operates its business through two segments consisting of physical therapy clinics and an IIP
business. For the purposes of goodwill impairment analysis, the segments are further broken down into reporting
units. Reporting units within our physical therapy business are comprised of six regions primarily based on each
clinic’s location. In addition to the six regions, in 2024 and 2023, the IIP business consisted of two reporting
units.

As part of the impairment analysis, the Company is first required to assess qualitatively if it can conclude
whether goodwill is more likely than not impaired. If goodwill is more likely than not impaired, it is then
required to complete a quantitative analysis of whether a reporting unit’s fair value is less than its carrying
amount. In evaluating whether it is more likely than not that the fair value of a reporting unit is less than its
carrying amount, the Company considers relevant events or circumstances that affect the fair value or carrying
amount of a reporting unit. The Company considers both the income and market approach in determining the fair
value of its reporting units when performing a quantitative analysis.

An impairment loss generally would be recognized when the carrying amount of the net assets of a
reporting unit, inclusive of goodwill and other identifiable intangible assets, exceeds the estimated fair value of
the reporting unit.

Additionally, the Company reviews property and equipment and intangible assets with finite lives for
impairment upon the occurrence of certain events or circumstances that indicate the related amounts may be
impaired.

The Company recorded a non-cash impairment charge of $2.4 million related to assets held-for-sale
(described in Note 7, Assets Held for Sale), of which $1.6 million was attributed to referral relationships,
$0.5 million was attributed to tradename and $0.3 was attributed to other assets, during the year ended
December 31, 2024, a non-cash impairment charge of $17.5 million, of which $15.8 million of goodwill and
$1.7 million of tradename, during the year ended December 31, 2023 and a non-cash goodwill impairment
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charge of $9.1 million during the year ended December 31, 2022. The impairment charge during the years ended
December 31, 2023 and 2022 were related to a reporting unit in the IIP business as a result of a change in the
reporting unit’s current and projected operating income as well as various market inputs based on current market
conditions.

The Company will continue to monitor for any triggering events or other indicators of impairment.

Variable interest entities

A variable interest entity (““VIE”) is a legal entity that does not have sufficient equity at risk to finance its
activities without additional subordinated financial support, or is structured such that its equity holders do not
have power over the activities of the entity; have voting rights, as a group, that are not proportionate to their
economic interests; or are not exposed to the residual losses or benefits of the entity.

At the inception of a contractual agreement, the Company determines whether it holds a variable interest in
a legal entity that is a VIE and whether it is the primary beneficiary of the VIE. The primary beneficiary has
both the power to direct the activities of the VIE that most significantly impact the entity’s economic
performance and the obligation to absorb losses or the right to receive benefits from the VIE that could
potentially be significant to the VIE. If the Company concludes it is the primary beneficiary of a VIE, the
Company consolidates the accounts of that VIE. The Company regularly reviews and reconsiders previous
conclusions regarding whether the Company holds a variable interest in a potential VIE, the status of an entity as
a VIE, and whether it is the primary beneficiary of a VIE.

Investment in unconsolidated affiliates

Investments in unconsolidated affiliates, in which the Company has less than a controlling interest, are
accounted for under the equity method of accounting and, accordingly, are adjusted for capital contributions,
distributions and the Company’s equity in net earnings or loss of the respective joint venture.

Redeemable Non-Controlling Interest

The non-controlling interest that is reflected as redeemable non-controlling interest in the consolidated
financial statements consists of those in which the owners and the Company have certain redemption rights,
whether currently exercisable or not, and which currently, or in the future, require that the Company purchase or
the owner sell the non-controlling interest held by the owner, if certain conditions are met. The purchase price is
derived at a predetermined formula based on a multiple of trailing twelve months earnings performance as
defined in the respective limited partnership agreements. Most of these redemption rights can be triggered by the
owner or the Company at such time as both of the following events have occurred: 1) termination of the owner’s
employment, regardless of the reason for such termination, and 2) the passage of specified number of years after
the closing of the transaction, typically three to five years, as defined in the limited partnership agreement. Other
redemption rights can be triggered by the owner after the passage of a certain period of time. The redemption
rights are not automatic or mandatory (even upon death) and require either the owner or the Company to
exercise its rights when the conditions triggering the redemption rights have been satisfied.

On the date the Company acquires a controlling interest in a partnership, and the limited partnership
agreement for such partnership contains redemption rights not under the control of the Company, the fair value
of the non-controlling interest is recorded in the consolidated balance sheet under the caption—Redeemable
non-controlling interest — temporary equity. Then, in each reporting period thereafter until it is purchased by the
Company, the redeemable non-controlling interest is adjusted to the greater of its then current redemption value
or initial carrying value, based on the predetermined formula defined in the respective limited partnership
agreement. As a result, the value of the non-controlling interest is not adjusted below its initial carrying value.
The Company records any adjustment in the redemption value, net of tax, directly to retained earnings and are
not reflected in the consolidated statements of net income. Although the adjustments are not reflected in the
consolidated statements of net income, current accounting rules require that the Company reflects the
adjustments, net of tax, in the earnings per share calculation. The amount of net income attributable to
redeemable non-controlling interest owners is included in consolidated net income on the face of the consolidated
statements of net income. Management believes the redemption value (i.e. the carrying amount) and fair value
are the same.
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Non-Controlling Interest

The Company recognizes non-controlling interest, in which the Company has no obligation but the right to
purchase the non-controlling interest, as permanent equity in the consolidated financial statements separate from
the parent entity’s equity. The amount of net income attributable to non-controlling interests is included in
consolidated net income on the face of the statements of net income. Changes in a parent entity’s ownership
interest in a subsidiary that do not result in deconsolidation are treated as equity transactions if the parent entity
retains its controlling financial interest. The Company recognizes a gain or loss in net income when a subsidiary
is deconsolidated. Such gain or loss is measured using the fair value of the non-controlling equity investment on
the deconsolidation date.

When the purchase price of a non-controlling interest by the Company exceeds the book value at the time
of purchase, any excess or shortfall is recognized as an adjustment to additional paid-in capital. Additionally,
operating losses are allocated to non-controlling interests even when such allocation creates a deficit balance for
the non-controlling interest partner.

Revenue Recognition

The Company recognizes revenue in accordance with Accounting Standards Codification (““ASC”) 606. For
ASC 606, there is an implied contract between us and the patient upon each patient visit. Separate contractual
arrangements exist between us and third-party payors (e.g. insurers, managed care programs, government
programs, workers’ compensation) which establish the amounts the third parties pay on behalf of the patients for
covered services rendered. While these agreements are not considered contracts with the customer, they are used
for determining the transaction price for services provided to the patients covered by the third-party payors. The
payor contracts do not indicate performance obligations for us but indicate reimbursement rates for patients who
are covered by those payors when the services are provided. At that time, the Company is obligated to provide
services for the reimbursement rates stipulated in the payor contracts. The execution of the contract alone does
not indicate a performance obligation. For self-paying customers, the performance obligation exists when we
provide the services at established rates. The difference between the Company’s established rate and the
anticipated reimbursement rate is accounted for as an offset to revenue—contractual allowance. Payments for
services rendered are typically due 30 to 120 days after receipt of the invoice.

Patient revenue

Net patient revenue consists of revenues for physical therapy and occupational therapy clinics that provide
pre-and post-operative care and treatment for orthopedic related disorders, sports-related injuries, preventative
care, rehabilitation of injured workers and neurological-related injuries. Net patient revenues (patient revenues
less estimated contractual adjustments, see — Contractual Adjustments, for additional information) are recognized
at the estimated net realizable amounts from third-party payors, patients and others in exchange for services
rendered when obligations under the terms of the contract are satisfied. There is an implied contract between us
and the patient upon each patient visit. Generally, this occurs as the Company (or a physical therapist owned
practice managed by the Company) provides physical and occupational therapy services, as each service provided
is distinct and future services rendered are not dependent on previously rendered services. The Company has
agreements with third-party payors that provide payments to the Company at amounts different from its
established rates.

Other Revenue

Revenue from the IIP business, which is included in other revenue in the consolidated statements of net
income, is derived from onsite services the Company provides to clients’ employees including injury prevention,
rehabilitation, ergonomic assessments, post-offer employment testing and performance optimization. Revenue
from the Company’s IIP business is recognized when obligations under the terms of the contract are satisfied.
Revenues are recognized at an amount equal to the consideration the company expects to receive in exchange for
providing injury prevention services to its clients. The revenue is determined and recognized based on the
number of hours and respective rate for services provided in a given period.

Revenue from management agreements with third-party physicians and hospitals, which is also included in
other revenue, is derived from contractual arrangements whereby the Company manages a clinic for third party
physicians and hospitals. The Company does not have any ownership interest in these clinics. Typically, revenue
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is determined based on the number of visits conducted at the clinic and recognized at a point in time when
services are performed. Costs, typically salaries for the Company’s employees, are recorded when incurred.
Management contract revenue was $9.8 million, $8.6 million, and $8.1 million for the years ended December 31,
2024, December 31, 2023, and December 31, 2022, respectively.

Additionally, other revenue from physical therapy operations includes services the Company provides on-site
at locations such as schools and industrial worksites for physical or occupational therapy services, athletic
trainers and gym membership fees. Contract terms and rates are agreed to in advance between the Company and
the third parties. Services are typically performed over the contract period and revenue is recorded at the point of
service. If the services are paid in advance, revenue is recorded as a contract liability over the period of the
agreement and recognized at the point in time, when the services are performed.

Contractual Allowances

The allowance for estimated contractual adjustments is based on terms of payor contracts and historical
collection and write-off experience. Contractual allowances result from the differences between the rates charged
for services performed and expected reimbursements by both insurance companies and government sponsored
healthcare programs for such services. Medicare regulations and the various third-party payors and managed care
contracts are often complex and may include multiple reimbursement mechanisms payable for the services
provided in Company clinics. The Company estimates contractual allowances based on its interpretation of the
applicable regulations, payor contracts and historical calculations. Each month the Company estimates its
contractual allowance for each clinic based on payor contracts and the historical collection experience of the
clinic and applies an appropriate contractual allowance reserve percentage to the gross accounts receivable
balances for each payor of the clinic. Based on the Company’s historical experience, calculating the contractual
allowance reserve percentage at the payor level is sufficient to allow the Company to provide the necessary detail
and accuracy with its collectability estimates. However, the services authorized and provided and related
reimbursement are subject to interpretation that could result in payments that differ from the Company’s
estimates. Payor terms are periodically revised necessitating continual review and assessment of the estimates
made by management. The Company’s billing system does not capture the exact change in its contractual
allowance reserve estimate from period to period in order to assess the accuracy of its revenues and hence its
contractual allowance reserves. Management regularly compares its cash collections to corresponding net
revenues measured both in the aggregate and on a clinic-by-clinic basis. In the aggregate, historically the
difference between net revenues and corresponding cash collections for any fiscal year has generally reflected a
difference within approximately 1% to 1.5% of net revenues. Additionally, analysis of subsequent periods’
contractual write-offs on a payor basis reflects a difference within approximately 1.0% to 1.5% between the
actual aggregate contractual reserve percentage as compared to the estimated contractual allowance reserve
percentage associated with the same period end balance. As a result, the Company believes that a change in the
contractual allowance reserve estimate would not likely be more than 1.0% to 1.5% of gross billings included in
accounts receivable at both December 31, 2024 and December 31, 2023.

Provision for Credit Losses

The Company determines allowances for credit losses based on the specific agings and payor classifications
at each clinic. The provision for credit losses is included in operating costs in the consolidated statements of net
income. Patient accounts receivable, which are stated at the historical carrying amount net of contractual
allowances, write-offs and provision for credit losses, includes only those amounts the Company estimates to be
collectible. The Company’s accounts receivable balance, less provision for credit losses was $51.9 million as of
December 31, 2022 and $46.3 million on January 1, 2022.

Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax bases and operating loss and tax credit
carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to
taxable income in the years in which those temporary differences are expected to be recovered or settled. The
effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that
includes the enactment date.
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The Company recognizes the financial statement benefit of a tax position only after determining that the
relevant tax authority would more likely than not sustain the position following an audit. For tax positions
meeting the more-likely-than-not threshold, the amount to be recognized in the financial statements is the largest
benefit that has a greater than 50 percent likelihood of being realized upon ultimate settlement with the relevant
tax authority.

The Company records interest or penalties in interest and other expense, in the consolidated statements of
net income. The Company did not have any interest or penalties in each of the years ended December 31, 2024,
2023 and 2022.

Fair Value of Financial Instruments

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. Assets and liabilities measured at fair
value are classified using the following hierarchy, which is based upon the transparency of inputs to the valuation
at the measurement date.

e Level 1 — Quoted prices in active markets for identical assets or liabilities.

e Level 2 — Inputs, other than the quoted prices in active markets, that are observable either directly or
indirectly.

e Level 3 — Unobservable inputs based on the Company’s own assumptions.

The carrying amounts reported in the balance sheets for cash and cash equivalents, contingent earn-out
payments, accounts receivable, accounts payable and notes payable approximate their fair values due to the
short-term maturity of these financial instruments. The carrying amount under the Credit Agreement
approximates the fair value due to the proximity of the debt issue date and the balance sheet date and the
variable component of interest on debt. The interest rate on the Credit Agreement is tied to the Secured
Overnight Financing Rate (“SOFR”).

The put right associated with the potential future purchase of the separate company in the November 2021
acquisition are both is also marked to fair value on a recurring basis using Level 3 inputs. The put right
associated with the potential future purchase of the separate company in the IIP business is determined using a
Monte Carlo simulation model utilizing unobservable inputs such as asset volatility and discount rates. The
unobservable inputs in the valuation include asset volatility of 20.0% and a discount rate of 11.6%. The value of
the put right associated with the potential future purchase of a company in the IIP business increased
$0.1 million from $1.0 million on December 31, 2023 to approximately $1.1 million on December 31, 2024.
Accordingly, the Company recognized a loss of $0.1 million on this change in revaluation for the twelve months
ended December 31, 2024. The Company recognized a gain of $2.6 million on this change in revaluation for the
twelve months ended December 31, 2023.

The valuations of the Company’s interest rate derivative is measured as the present value of all expected
future cash flows based on SOFR-based yield curves. The present value calculation uses discount rates that have
been adjusted to reflect the credit quality of the Company and its counterparty which is a Level 2 fair value
measurement. The fair value of the interest rate swap on December 31, 2024, was $3.8 million, of which
$1.8 million has been included within other current assets and $2.0 million has been included in other assets in
the accompanying Consolidated Balance Sheet. The impact of the interest rate swap on the accompanying
Consolidated Statements of Comprehensive Income was an unrealized gain of $0.1 million, net of tax for the
year December 31, 2024 and a loss of $1.2 million, net of tax, for the year ended December 31, 2023.

The consideration for some of the Company’s acquisitions includes future payments that are contingent upon
the occurrence of future operational objectives being met. The Company estimates the fair value of contingent
consideration obligations through valuation models designed to estimate the probability of such contingent
payments based on various assumptions and incorporating estimated success rates. These fair value measurements
are based on significant inputs not observable in the market. Substantial judgment is employed in determining the
appropriateness of these assumptions as of the acquisition date and for each subsequent period. Accordingly,
changes in assumptions could have a material impact on the amount of contingent consideration expense the
Company records in any given period. The Company determined the fair value of its contingent consideration
obligations to be $17.6 million and $9.8 million on December 31, 2024, and 2023, respectively.

66



The redemption value of redeemable non-controlling interests approximates the fair value. See Note 6 for
the changes in the fair value of Redeemable non-controlling interest.

Segment Reporting

Operating segments are components of an enterprise for which separate financial information is available
that is evaluated regularly by chief operating decision makers in determining the allocation of resources and in
assessing performance. The Company currently operates through two segments: physical therapy operations and
industrial injury prevention services.

Use of Estimates

In preparing the Company’s consolidated financial statements, management makes certain estimates and
assumptions, especially in relation to, but not limited to, goodwill impairment, tradenames, allocations of
purchase price, allowance for receivables, tax provision and contractual allowances, that affect the amounts
reported in the consolidated financial statements and related disclosures. Actual results may differ from these
estimates.

Self-Insurance Program

The Company utilizes a self-insurance plan for its employee group health and dental insurance coverage
administered by a third party. Predetermined loss limits have been arranged with the insurance company to
minimize the Company’s maximum liability and cash outlay. Accrued expenses include the estimated incurred
but unreported costs to settle unpaid claims and estimated future claims. The management believes that the
current accrued amounts are sufficient to pay claims arising from self-insurance claims incurred through
December 31, 2024.

Restricted Stock

Restricted stock issued to employees and directors is subject to continued employment or continued service
on the board, respectively. Generally, restrictions on the stock granted to employees lapse in equal annual
installments on the following four anniversaries of the date of grant. For those shares granted to directors, the
restrictions will lapse in equal quarterly installments during the first year after the date of grant. For those
granted to officers and senior management, the restriction will lapse in equal quarterly installments during the
four years following the date of grant. Compensation expense for grants of restricted stock is recognized based
on the fair value per share on the date of grant amortized over the vesting period. The Company recognizes any
forfeitures as they occur. The restricted stock issued is included in basic and diluted shares for the earnings
per share computation.

Reclassification of Prior Period Presentation

Certain prior year amounts have been reclassified for consistency with the current year presentation. These
reclassifications had no effect on the reported results of operations.

Immaterial out of period adjustment

During the fourth quarter of 2024, the Company identified an error in the calculation of the Company’s
contingent consideration liability related to a certain acquisition which impacted the previously issued financial
statements. The error was related to an incorrect input used in the initial valuation of the contingent consideration
liability and subsequent mark-to-market remeasurements. Specifically, the error resulted in an overstatement of
net income by $1.2 million for the year ended December 31, 2023, and an understatement of net income for the
quarters ended March 31, 2024, June 30, 2024, and September 30, 2024 by $0.8 million, $4.3 million, and
$0.6 million, respectively. The Company determined the error to be immaterial to the previously issued financial
statements and corrected it as an out-of-period adjustment during the fourth quarter of 2024.

Recently Adopted Accounting Guidance

In August 2020, the FASB issued ASU 2020-06 Debt—Debt with Conversion and Other Options
(Subtopic 470-20) and Derivatives and Hedging—Contracts in Entity’s Own Equity (Subtopic 815-40):
Accounting for Convertible Instruments and Contracts in an Entity’s Own Equity, which simplifies the
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accounting for certain financial instruments with characteristics of liabilities and equity, including convertible
instruments and contracts on an entity’s own equity. As part of this update, convertible instruments are to be
included in diluted earnings per share using the if-converted method, rather than the treasury stock method.
Further, contracts which can be settled in cash or shares, excluding liability-classified share-based payment
awards, are to be included in diluted earnings per share on an if-converted basis if the effect is dilutive,
regardless of whether the entity or the counterparty can choose between cash and share settlement. The
share-settlement presumption may not be rebutted based on past experience or a stated policy.

This pronouncement was effective for fiscal years, and for interim periods within those fiscal years,
beginning after December 15, 2021. The Board specified that an entity should adopt the guidance at the
beginning of its annual fiscal year. The Company adopted this pronouncement as of January 1, 2022. The use of
either the modified retrospective or fully retrospective method of transition is permitted. The adoption of
ASU 2020-06 did not have a material impact on the Company’s financial statements.

In March 2020, the FASB issued ASU 2020-04, Reference Rate Reform (Topic 848): Facilitation of the
Effects of Reference Rate Reform on Financial Reporting. This ASU provides temporary optional expedients and
exceptions to the guidance on contract modifications and hedge accounting to ease the financial reporting
burdens of the expected market transition from LIBOR and other interbank offered rates to alternative reference
rates. The new guidance was effective upon issuance, and the Company has elected to apply the amendments
prospectively through December 31, 2022. Borrowings under the Company’s Credit Agreement bear interest
based on SOFR.

In March 2023, the Financial Accounting Standards Board (“FASB”’) issued Accounting Standards Update
(““ASU”) 2023-01, Leases (Topic 842): Common Control Arrangements, which requires companies to amortize
leasehold improvements associated with related party leases under common control over the useful life of the
leasehold improvement to the common control group. The Company completed the adoption of ASU 2023-01 on
January 1, 2024 and there was no material impact on the Company’s financial statements.

In November 2023, the FASB issued ASU 2023-07 Segment Reporting (Topic 280): Improvements to
Reportable Segment Disclosures, which requires disclosure on an annual and interim basis, of significant segment
expenses that are regularly provided to the chief operating decision maker and included within the reported
measure of segment profit or loss. In addition, the ASU requires disclosure of other segment expenses by
reportable segment and a description of their composition to permit the reconciliation between segment revenue,
significant segment expenses and the reported segment measure of profit or loss. The ASU also requires
disclosure of the name and title of the chief operating decision maker. The Company completed the adoption of
ASU 2023-07 on January 1, 2024 and there was no material impact on the Company’s segment disclosures.

In December 2023, the FASB issued ASU 2023-09 Income Taxes (Topic 740): Improvements to Income Tax
Disclosures, which requires disclosure on an annual basis, a tabular reconciliation, including both amount and
percentage of specific categories of the effective tax rate reconciliation, including state and local income taxes
(net of Federal taxes), foreign taxes, effects of changes in tax laws and regulations, effects of cross-border tax
laws, tax credits, changes in valuation allowances, nontaxable and nondeductible items and changes in
unrecognized tax benefits. Additional disclosures are required for certain items exceeding five percent of income
from continuing operations multiplied by the statutory income tax rate. The standard also requires disclosure of
income taxes paid between Federal, state and foreign jurisdictions, including further disaggregation of those
payments exceeding five percent of the total income taxes paid. ASU 2023-09 is effective for fiscal years
beginning after December 15, 2024, and early adoption is permitted. The Company will implement this standard
as of January 1, 2025, and anticipates no significant impact on its consolidated financial statements.

3. Earnings Per Share

Basic and diluted earnings per share is computed using the two-class method, which is an earnings
allocation method that determines earnings per share for common shares and participating securities. The
restricted stock the Company grants are participating securities containing non-forfeitable rights to receive
dividends. Accordingly, any unvested shares of restricted stock is included in the basic and diluted earnings
per share computation. Additionally, in accordance with current accounting guidance, the revaluation of
redeemable non-controlling interest (see Note 6 Redeemable Non-Controlling Interest), net of tax, charged
directly to retained earnings is included in the earnings per basic and diluted share calculation.
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The table below shows the calculation of basic and diluted earnings for the periods presented.

For the Year Ended

December 31, December 31, December 31,
2024 2023 2022

(In thousands, except per share data)

Computation of earnings per share - USPH shareholders:

Net income attributable to USPH shareholders . .. ................... $31,424 $ 28,239 $32,158
Charges to retained earnings:

Revaluation of redeemable non-controlling interest .................. (4,964) (13,565) (3,890)
Tax effect at statutory rate (federal and state) . ...................... 1,268 3,466 994

$27,728 $ 18,140 $29,262

Earnings per share (basic and diluted) ... ........... ... ... ... ..... $ 1.84 $ 1.28 $ 225

Shares used in computation:
Basic and diluted earnings per share - weighted-average shares ........ 15,064 14,188 12,985

4. Acquisitions of Businesses

The Company’s strategy is to continue acquiring and managing multi-clinic outpatient physical therapy
practices, to develop outpatient physical therapy clinics as satellites in existing partnerships and to continue
acquiring companies that provide and serve the IIP sector. The consideration paid for each acquisition is derived
through arm’s length negotiations and funded through working capital, borrowings under the Company’s
revolving credit facilities or proceeds from the secondary offering discussed in Note 1.

The finalized purchase prices plus the fair value of the non-controlling interests for the acquisitions in 2023
and 2022 were allocated to the fair value of the assets acquired, inclusive of identifiable intangible assets, i.e.
trade names, referral relationships and non-compete agreements, and liabilities assumed based on the fair values
at the acquisition date, with the amount exceeding the fair values being recorded as goodwill. For the
acquisitions in 2024, the Company is in the process of completing its formal valuation analysis to identify and
determine the fair value of tangible and identifiable intangible assets acquired and the liabilities assumed. Thus,
the final allocation of the purchase price may differ from the preliminary estimates used at December 31, 2024
based on additional information obtained and completion of the valuation of the identifiable intangible assets.
Changes in the estimated valuation of the tangible assets acquired, the completion of the valuation of identifiable
intangible assets and the completion by the Company of the identification of any unrecorded pre-acquisition
contingencies, where the liability is probable and the amount can be reasonably estimated, will likely result in
adjustments to goodwill. The Company does not expect the adjustments to be material.

During 2024, 2023 and 2022, the Company acquired a majority interest in the following businesses:

2024 Acquisitions

% Interest Number of
Acquisition Date Acquired Clinics
November 2024 Acquisition. . ................ November 30, 2024 75% 8
October 2024 Acquisition. . .................. October 31, 2024 50% 50
August 2024 Acquisition .. .................. August 31, 2024 70% 8
April 2024 Acquisition . .......... ... .. ... April 30, 2024 ok *
March 2024 Acquisition . .................... March 29, 2024 50% 9
* IIP business

*#*  On April 30, 2024, one of the Company’s primary IIP business, Briotix Health Limited Partnership, acquired 100% of an IIP business.

On November 30, 2024, the Company acquired a 75% equity interest in an eight-clinic physical therapy
practice. The owner of the practice retained 25% of the equity interests. The purchase price for the 75% equity
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interest was approximately $15.9 million, of which $15.7 million was paid in cash, and $0.2 million was in the
form of a note payable. The note accrues interest at 5.0% per annum and the principal and interest is payable on
December 1, 2026.

On October 31, 2024, the Company acquired 50% interest in MSO Metro, LLC (“Metro”’) pursuant to the
Equity Interest Purchase Agreement (the “‘Purchase Agreement’) dated October 7, 2024 among U.S. Physical
Therapy, Ltd. (a subsidiary of the Company), Metro, the members of Metro, and Michael G. Mayrsohn, as
Sellers’ Representative. The Company also became the managing member of Metro.

At the closing, the Company paid the purchase price of approximately $76.5 million, $75.0 million of which
was funded by its cash on hand and the remaining $1.5 million through the issuance of 18,358 shares of the
Company’s common stock based on a trailing five-day average as of the day immediately prior to closing. The
shares of the Company’s common stock were issued in reliance upon exemptions from registration pursuant to
Section 4(2) under the Securities Act. The Purchase Agreement also includes an earnout where the sellers can
earn up to another $20.0 million of consideration if certain performance criteria relating to the Metro business
are achieved. The contingent consideration is valued at $11.3 million at December 31, 2024. In addition, as part
of the transaction, Mr. Mayrsohn and the other owners have the right to require the Company to purchase up to
20% of the Metro equity, commencing on the third anniversary of the Metro transaction closing. In connection
with the Metro transaction, on October 2, 2024, the Company’s Board of Directors approved the appointment of
Mr. Mayrsohn as a director of the Company, effective as of February 24, 2025, contingent on the completion of
the Metro transaction. Subsequently, on February 24, 2025, the Company’s Board of Directors took formal action
to allow Mr. Mayrsohn to focus on the integration and operations of the Metro business, and instead approved
the nomination of Mr. Mayrsohn to serve on the Company’s Board of Directors and that he be included in the
Proxy Statement for the Company’s Annual Meeting of Stockholders to be held on May 20, 2025.

On August 31, 2024, the Company acquired a 70% equity interest in an eight-clinic practice physical
therapy and the original practice owners retained a 30% equity interest. The purchase price for the 70% equity
interest was approximately $2.0 million. As part of the transaction, the Company agreed to additional contingent
consideration if future operational and financial objectives are met. The maximum amount of additional
contingent consideration due under this agreement is $3.6 million. The contingent consideration was valued at
$3.2 million on December 31, 2024.

On April 30, 2024, the Company acquired 100% of an IIP business through one of its primary IIP
businesses, Briotix Health Limited Partnership, for a purchase price of approximately $24.0 million, of which
$0.5 million was in the form of a note payable. The note accrues interest at 5.0% per annum and the principal
and the interest are payable on May 1, 2025. As part of the transaction, the Company agreed to additional
contingent consideration if future operational objectives are met by the business. The maximum amount of
additional contingent consideration due under this agreement is $10.0 million. The contingent consideration was
valued at $2.5 million as of December 31, 2024.

On March 29, 2024, the Company acquired a 50% equity interest in a nine-clinic physical therapy and hand
therapy practice (““March 2024 Acquisition”). The original owners of the practice retained the remaining 50%.
The purchase price for the 50% equity interest was approximately $16.4 million, of which $0.5 million was in
the form of a note payable. The note accrues interest at 4.5% per annum and the principal and the interest are
payable on March 29, 2026. As part of the transaction, the Company agreed to additional contingent
consideration if future operational and financial objectives are met. There is no maximum payout. The contingent
consideration was valued at $0.2 million on December 31, 2024.
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The purchase prices for the 2024 acquisitions have been preliminarily allocated as follows.

For the Year Ended December 31,

2024
Physical Therapy
11P* Operations Total
(In thousands)

Cash paid, net of cash acquired. . .. ....... ... ... ... .. .. ... ... ... .. $23,106 $ 109,981 $ 133,087
Seller NOte. . ... oot e 455 1,220 1,675
Granted Shares . ... .. — 1,500 1,500
Contingent PAYMENLS . . .« vt vt e ettt e e e e e e e et e 2,100 15,571 17,671

Total consideration . . .. .........i it $25,661 $ 128,272 $ 153,933
Estimated fair value of net tangible assets acquired:

Total Current assetS. . . ... ..ot i et $ 1,211 $ 9,691 $ 10,902

Total non-current assets . . ........oiit it 218 31,109 31,327

Total [abilities . . ... .ot (541) (28,502) (29,043)

Net tangible assets acquired. . ... ........ ... ... .. ... .. ... .. 888 12,298 13,186
Customer and referral relationships. . ....... ... ... ... ... ... . ... .. 6,708 54,018 60,726
NON-compete agreemMent. . . . ... v vttt ettt et e e e 261 3,293 3,554
Tradenames. . . . ...t 1,331 12,310 13,641
Goodwill . . ... 16,473 148,056 164,529
Fair value of non-controlling interest (classified as redeemable
non-controlling interest). . . ... ..ottt — (101,703) (101,703)

$25,661 $ 128,272 § 153,933

Total current assets primarily represent accounts receivable while total non-current assets consist of fixed
assets and equipment used in the practice.

For the acquisitions in 2024, the values assigned to the customer and referral relationships and non-compete
agreement are being amortized on a straight-line basis over their respective estimated lives. For customer and
referral relationships, the weighted-average amortization period is 12.0 years. For the non-compete agreements,
the weighted-average amortization period is 5.0 years. The values assigned to tradenames are tested annually for
impairment.

Following are the supplemental consolidated financial results of U.S. Physical Therapy Inc. on an unaudited
pro forma basis, as if the 2024 acquisitions had been consummated on January 1, 2023.

For the Year Ended
December 31, 2024 December 31, 2023
(In thousands)
NEETEVENUR -« o v e v et e e e e e e e e e e e e $763,954 $678,743
NEt INCOME. . . o\ttt e e e e e e e $ 52,927 $ 42,421

These pro forma results were based on estimates and assumptions which the Company believes are
reasonable. They are not necessarily indicative of the Company’s consolidated results of operations in future
periods. The pro forma results include adjustments related to purchase accounting, primarily amortization of
intangible assets, and other adjustments which are included in the earliest period presented.

Variable Interest Entities

During 2024, the Company acquired interests in the March 2024 Acquisition and Metro and paid the
purchase prices of approximately $16.4 million and $76.5 million, respectively, as of the dates and to the extent
below.
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Acquisition Date % Interest Acquired  Number of Clinics

Metro. . ... October31,2024 50% 50
March 2024 Acquisition. . ........ ..., March29,2024 50% 9

The Company’s acquisitions include future payments that are contingent upon the occurrence of future
operational objectives being met. The Company estimates the fair value of contingent consideration obligations
through valuation models designed to estimate the probability of such contingent payments based on various
assumptions and incorporating estimated success rates. These fair value measurements are based on significant
inputs not observable in the market. Substantial judgment is employed in determining the appropriateness of
these assumptions as of the acquisition date and for each subsequent period. The Company determined the fair
value of its contingent consideration obligation to be $11.3 million and $0.2 million for MSO Metro LLC and
the March 2024 Acquisition, at December 31, 2024 respectively.

The Company determined that these entities are variable interest entities and that it is the primary
beneficiary of these VIEs. The Company consolidates the VIEs since it controls the management and operating
activities that are most significant to the VIEs’ economic performance and its ownership interests expose the
Company to the risks and benefits that could potentially be significant to each VIE.

The assets of the VIEs recognized in consolidation may only be used to settle obligations of each respective
VIE and may not be used to satisfy claims of the Company, and the creditors of each VIE do not have recourse
to the Company’s general credit.

The following table presents the assets and liabilities of the Company’s VIEs as of December 31, 2024,
excluding intercompany balances that are eliminated in consolidation.
Assets and liabilities of the VIEs:

December 31, 2024
(In thousands)

CUITENE ASSELS .+« « v o v e e e e e e e e e e e e e e e e $ 9,660
NON-CUITENT ASSELS. « . . v vttt ettt et e e e e e e e e e e e e e 36,523
TOtAl ASSEES . . v v o e e e e e e e $46,183
Current Habilities. . . . ..ottt e $ 5,321
Non-current Habilities . . . . . .t e 28,817
Total Habilities. . . . . . ..o e $34,138

Operating results of the VIEs

For the Year Ended
December 31, 2024

(In thousands)

NEUTEVENUE . « . oo vt et et e e e e e e e e e e e e $19,138
Operating cost:
Salaries and related COSES . . ..o vttt e 11,903
Rent, supplies, contract labor and other. . ....... ... .. .. .. .. .. 4,883
Provision for credit 10SSES . . .. ..ot 188
Total OPerating COSt. . .« . v\ttt e e e e e 16,974
GroSS PrOfit . o .ot 2,164
Other EXPEISE .« . v ottt ettt e e e e e e e e e e e 3
Income DefOre taxes . . . ...ttt e e e e e $ 2,161
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2023 Acquisitions

% Interest Number of

Acquisition Date Acquired Clinics
October 2023 Acquisition. ................... October 31, 2023 Hok *
September 2023 Acquisition 1 ................ September 29, 2023 70% 4
September 2023 Acquisition 2. ............... September 29, 2023 70% 1
July 2023 Acquisition....................... July 31, 2023 70% 7
May 2023 Acquisition. . . ..., May 31, 2023 45% 4
February 2023 Acquisition ... ................ February 28, 2023 80% 1

* IIP business
#%  On October 31, 2023, the Company concurrently acquired 100% of an IIP business and a 55% equity interest in the ergonomics
software business (“‘October 2023 Acquisition™).

On October 31, 2023, the Company concurrently acquired 100% of an IIP business and a 55% equity
interest in the ergonomics software business. The previous owner of the ergonomics software business retained a
45% equity interest. The total purchase price of the combined businesses was approximately $4.0 million and
was paid in cash.

On September 29, 2023, the Company acquired a 70% equity interest in a four-clinic physical therapy
practice. The owner of the practice retained 30% of the equity interests. The purchase price for the 70% equity
interest was approximately $6.0 million, of which $5.4 million was paid in cash, and $0.6 million was in the
form of a note payable. The note accrues interest at 5.0% per annum and the principal and interest are payable in
two installments. The first payment of principal and interest of $0.3 million was paid in January 2024, and the
second installment of $0.3 million is due on September 30, 2025.

In a separate transaction, on September 29, 2023, the Company acquired a 70% equity interest in a single
clinic physical therapy practice. The owner of the practice retained 30% of the equity interests. The purchase
price for the 70% equity interest was approximately $7.8 million, of which $7.4 million was paid in cash and
$0.4 million is a deferred payment due on June 30, 2025.

On July 31, 2023, the Company acquired a 70% equity interest in a five-clinic practice. The practice’s owners
retained a 30% equity interest. The purchase price for the 70% equity interest was approximately $2.1 million, of
which $1.8 million was paid in cash and $0.3 million is a deferred payment due on June 30, 2025.

On May 31, 2023, the Company and a local partner together acquired a 75% interest in a four-clinic
physical therapy practice. After the transaction, the Company’s ownership interest is 45%, the Company’s local
partner’s ownership interest is 30%, and the practice’s pre-acquisition owners have a 25% ownership interest.
The purchase price for the 75% equity interest was approximately $3.1 million, of which $1.7 million was paid
in cash by the Company, $1.1 million was paid in cash by the local partner, and $0.3 million was in the form of
a note payable. The note was paid in full on July 1, 2024 ($0.2 million was paid by the Company and
$0.1 million was paid by the local partner).

On February 28, 2023, the Company acquired an 80% interest in a one-clinic physical therapy practice. The
practice’s owners retained 20% of the equity interests. The purchase price for the 80% equity interest was
approximately $6.2 million, of which $5.8 million was paid in cash and $0.4 million in the form of a note payable.
The note accrues interest at 4.5% per annum and the principal and interest were paid on February 28, 2025.

73



The purchase prices for the 2023 acquisitions has been allocated as follows.

For the Year Ended December 31,

2023
Physical
Therapy
1P Operations Total
(In thousands)
Cash paid, net of cash acquired................................ $3,955 $ 22,627 $ 26,582
Seller NOtE . . ... oo e — 985 985
Deferred payments .. ... — 830 830
Contingent PAYMENLS . . ..« .v vttt ettt et et — 200 200
Total conSideration . .. ......ou vttt e $3,955 $ 24,642 $ 28,597
Estimated fair value of net tangible assets acquired:
Total CUMTENt ASSELS - « « v v v e e et e e e e e e e e e e e $ 392 $ 1,141 $ 1,533
Total NON-CUITENt ASSELS . . o v v vttt e e e 335 3,149 3,484
Total liabilities ... ... ... e 41) (3,163) (3,204)
Net tangible assets acquired. . ............c.oieinenenn. 686 1,127 1,813
Customer and referral relationships.............. ... ... ... .... 757 6,819 7,576
Non-compete ag@reement. . . ... v.vu vttt et e 37 329 366
Tradenames . . . . ...t e 187 1,680 1,867
Goodwill . ..o 2,562 25,521 28,083
Fair value of non-controlling interest (classified as redeemable
non-controlling interest) . .. ...ttt (274) (10,834) (11,108)
$3,955 $ 24,642 $ 28,597
2022 Acquisitions
% Interest Number of
Acquisition Date Acquired Clinics
November 2022 Acquisition. . ................ November 30, 2022 80% 13
October 2022 Acquisition. .. ................. October 31, 2022 60% 14
September 2022 Acquisition. .. ............... September 30, 2022 80% 2
August 2022 Acquisition . ................. .. August 31, 2022 70% 6
March 2022 Acquisition . .. .................. March 31, 2022 70% 6

On November 30, 2022, the Company acquired an 80% interest in a thirteen-clinic physical therapy practice.
The practice’s owners retained 20% of the equity interests. The purchase price for the 80% equity interest was
approximately $25.0 million, of which $24.2 million was paid in cash and $0.8 million in the form of a note
payable. The note accrues interest at 7.0% per annum and the principal and interest was paid on November 30,
2024. As part of the acquisition, the Company agreed to additional contingent consideration of up to $1.6 million
if future operational objectives were met. The future operational objectives were not met, and no additional
payment was made.

On October 31, 2022, the Company acquired a 60% interest in a fourteen-clinic physical therapy practice.
The practice’s owners retained 40% of the equity interests. The purchase price for the 60% equity interest was
approximately $19.5 million, with additional contingent consideration if certain future operational objectives were
met. The Company paid $9.7 million of additional contingent consideration related to this transaction on
December 10, 2024.

On September 30, 2022, the Company acquired an 80% interest in a two-clinic physical therapy practice.
The practice’s owners retained 20% of the equity interests. The purchase price for the 80% equity interest was
approximately $4.2 million, of which $3.9 million was paid in cash and $0.3 million in the form of a note
payable. The note accrues interest at 5.5% per annum and the principal and interest were paid on September 30,
2024.
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On August 31, 2022, the Company acquired 70% interest in a six-clinic physical therapy practice. The
practice’s owners retained 30% of the equity interests. The purchase price for the 70% equity interest was
approximately $3.5 million, of which $3.3 million was paid in cash and $0.2 million in the form of a note
payable. The note accrues interest at 5.5% per annum and the principal and interest were paid on August 31,
2024.

On March 31, 2022, the Company acquired a 70% interest in a six-clinic physical therapy practice. The
practice’s owners retained 30% of the equity interests. The purchase price for the 70% equity interest was
approximately $11.5 million, of which $11.2 million was paid in cash and $0.3 million in the form of a note
payable. The note accrues interest at 3.5% per annum and the principal and interest were paid on March 31,
2024.

The purchase price for the 2022 acquisitions has been allocated as follows.

Physical Therapy

Operations
(In thousands)
Cash paid, net of cash acquired ... ... ... ... i $ 59,788
SEIIEr NOES. .« . . e e e e e e e e 1,574
CoNtingeNt PAYMEILS .« . ¢ . o v vttt ettt e e e e e e e e e e e 10,000
Total CONSIAETAtION. . .« o v ot e e et e e e e e e e e e e e e $ 71,362
Estimated fair value of net tangible assets acquired:
TOtal CUMTENE ASSEES . . v o v v v e e e e e e e e e e e e e e e e e e e e e e e $ 1,329
Total NON-CUITENT ASSELS . & . . v vttt ettt ettt e e e e e e e e e e s 7,798
Total HabIlities . . . ..ot e (10,930)
Net tangible assets acquired . ... ...... .. ... . i (1,803)
Customer and referral relationships .. ...... ... . i 18,062
NON-COMPELE AZIEEMEILS. . . o . oot vttt ettt et e e ettt e e e et e e e et e e 934
Tradenames . .. ... 5,445
GoOdWIll. . oo e 75,525
Fair value of non-controlling interest (classified as redeemable non-controlling interest). . ... ... (26,801)
$ 71,362

Total current assets primarily represent accounts receivable while total non-current assets consist of fixed
assets and equipment used in the practice.

The purchase price plus the fair value of the non-controlling interests for the acquisitions in 2022 were
allocated to the fair value of the assets acquired, inclusive of identifiable intangible assets, (i.e. trade names,
referral relationships and non-compete agreements) and liabilities assumed based on the fair values at the
acquisition date, with the amount exceeding the fair values being recorded as goodwill.

For the acquisitions in 2022, the values assigned to the customer and referral relationships and non-compete
agreements are being amortized to expense equally over the respective estimated lives. For customer and referral
relationships, the weighted-average amortization period is 12.2 years. For non-compete agreements, the
weighted-average amortization period is 5.0 years. The values assigned to tradenames are tested annually for
impairment.

5. Acquisitions and Sales of Non-Controlling Interests

During 2024, the Company acquired additional interests in partnerships which are included in
non-controlling interests - permanent equity. The additional interests purchased in each of the partnerships ranged
from 0.1% to 35.0%. The aggregated purchase price for acquired non-controlling interests — permanent equity
was $0.8 million. The Company also sold interests in six partnerships for an aggregate price of $0.3 million. The
non-controlling interests - permanent equity sold in each of the partnerships ranged from 0.15% to 10.0%.

During 2023, the Company acquired additional interests in three partnerships which are included in
non-controlling interests - permanent equity. The additional interests purchased in each of the partnerships ranged
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from 0.15% to 35.0%. The aggregated purchase price for these acquired interests was $0.5 million. The
Company also sold interests in four partnerships for an aggregate price of $0.6 million. The non-controlling
interests - permanent equity sold in each of the partnerships ranged from 0.5% to 8.0%.

During 2022, the Company acquired additional interests in three partnerships which are included in
non-controlling interest. The additional interests purchased in each of the partnerships ranged from 10% to 35%.
The aggregated purchase price for these acquired interests was $0.3 million.

6. Redeemable Non-Controlling Interest

In most of the Company’s acquired partnerships, the former practice owner retains an equity interest in our
subsidiary which the Company is required to purchase upon the exercise of either the put right or the call right.
The applicable purchase price is calculated per the terms of the respective agreements and classified as
redeemable non-controlling interest (temporary equity) in our consolidated balance sheets. The terms and
conditions regarding repurchase rights and obligations for most of the redeemable con-controlling interests, are
summarized below under ‘“Physical Therapy Practice Acquisitions”’. However, the Company has an agreement
that provides for different rights and obligations regarding the particular redeemable non-controlling interests
involved in that agreement — described below under ‘‘ProgressiveHealth Acquisition”.

Physical Therapy Practice Acquisitions

When the Company acquires a majority interest (the ““Acquisition’) in a physical therapy clinic (referred to
as “Therapy Practice’), these Therapy Practice transactions typically occur in a series of steps which are
described below.

1. Prior to the Acquisition, the Therapy Practice exists as a separate legal entity (the ““Seller Entity”). The
Seller Entity is owned by one or more individuals (the “Selling Shareholders’’) most of whom are
physical therapists that work in the Acquired Therapy Practice and provide physical therapy services to
patients.

2. In conjunction with the Acquisition, the Seller Entity contributes the acquired Therapy Practice into a
newly-formed limited partnership (““NewCo”’), in exchange for one hundred percent (100%) of the
limited and general partnership interests in NewCo. Therefore, in this step, NewCo becomes a
wholly-owned subsidiary of the Seller Entity.

3. The Company enters into an agreement (the ‘‘Purchase Agreement”) to acquire from the Seller Entity a
majority (ranges from 50% to 90%) of the limited partnership interest and in all cases 100% of the
general partnership interest in NewCo. The Company does not purchase 100% of the limited
partnership interest because the Selling Shareholders, through the Seller Entity, want to maintain an
ownership percentage. The consideration for the Acquisition is primarily payable in the form of cash at
closing and a two-year note in lieu of an escrow (the “‘Purchase Price”). In some of the acquired
therapy practice transactions, the Purchase Agreement contains an earn-out or other contingent
consideration that is payable to the Seller Entity or the Selling Shareholders.

4. The Company and the Seller Entity also execute a partnership agreement (the ‘“Partnership
Agreement””) for NewCo that sets forth the rights and obligations of the limited and general partners of
NewCo. After the Acquisition, the Company is the general partner of NewCo.

5. As noted above, the Company does not purchase 100% of the limited partnership interests in NewCo
and the Seller Entity retains a portion of the limited partnership interest in NewCo (*‘Seller Entity
Interest™).

6. In most cases, some or all of the Selling Shareholders enter into an employment agreement (the
“Employment Agreement”) with NewCo with an initial term that ranges from three to five years (the
“Employment Term’’), with automatic one-year renewals, unless employment is terminated prior to the
end of the Employment Term. As a result, a Selling Shareholder becomes an employee (‘“Employed
Selling Shareholder’) of NewCo. The employment of an Employed Selling Shareholder can be
terminated by the Employed Selling Shareholder or NewCo, with or without cause, at any time. In a
few situations, a Selling Shareholder does not become employed by NewCo and is not involved with
NewCo following the closing; in those situations, such Selling Shareholders sell their entire ownership
interest in the Seller Entity as of the closing of the Acquisition.
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7.  The compensation of each Employed Selling Shareholder is specified in the Employment Agreement
and is customary and commensurate with his or her responsibilities based on other employees in
similar capacities within NewCo, the Company and the industry.

8. The Company and the Selling Shareholder (including both Employed Selling Shareholders and Selling
Shareholders not employed by NewCo) execute a non-compete agreement (the ‘“Non-Compete
Agreement’”) which restricts the Selling Shareholder from engaging in competing Therapy Practice
activities for a specified period of time (the “Non-Compete Term’”). A Non-Compete Agreement is
executed with the Selling Shareholders in all cases. That is, even if the Selling Shareholder does not
become an Employed Selling Shareholder, the Selling Shareholder is restricted from engaging in a
competing Therapy Practice during the Non-Compete Term.

9. The Non-Compete Term commences as of the date of the Acquisition and typically expires on the later
of:

a. Two years after the date an Employed Selling Shareholders’ employment is terminated (if the
Selling Shareholder becomes an Employed Selling Shareholder) or

b. Five to six years from the date of the Acquisition, as defined in the Non-Compete Agreement,
regardless of whether the Selling Shareholder is employed by NewCo.

10. The Non-Compete Agreement applies to a restricted region which is defined as a mileage radius from
the Acquired Therapy Practice. That is, an Employed Selling Shareholder is permitted to engage in
competing Therapy Practices or activities outside the designated geography (after such Employed
Selling Shareholder no longer is employed by NewCo) and a Selling Shareholder who is not employed
by NewCo immediately is permitted to engage in the competing Therapy Practice or activities outside
the designated geography.

The Partnership Agreement contains provisions for the redemption of the Seller Entity Interest, either at the
option of the Company (the “Call Right”’) or at the option of the Seller Entity (the “Put Right”) as follows:

1. Put Right

a. In the event that any Selling Shareholder’s employment is terminated under certain circumstances
prior to a specified number of years following the Closing Date, the Seller Entity thereafter may
have an irrevocable right to cause the Company to purchase from Seller Entity the Terminated
Selling Shareholder’s Allocable Percentage of Seller Entity’s Interest at the purchase price
described in “3” below.

b. In the event that any Selling Shareholder is not employed by NewCo as of the specified date and
the Company has not exercised its Call Right with respect to the Terminated Selling Shareholder’s
Allocable Percentage of Seller Entity’s Interest, Seller Entity thereafter has the Put Right to cause
the Company to purchase from Seller Entity the Terminated Selling Shareholder’s Allocable
Percentage of Seller Entity’s Interest at the purchase price described in “3”” below.

c. In the event that any Selling Shareholder’s employment with NewCo is terminated for any reason
on or after the specified date, the Seller Entity has the Put Right, and upon the exercise of the Put
Right, the Terminated Selling Shareholder’s Allocable Percentage of Seller Entity’s Interest shall
be redeemed by the Company at the purchase price described in “3” below.

2. Call Right

a. If any Selling Shareholder’s employment by NewCo is terminated prior to the specified date after
the Closing Date, the Company thereafter has an irrevocable right to purchase from Seller Entity
the Terminated Selling Shareholder’s Allocable Percentage of Seller Entity’s Interest, in each case
at the purchase price described in “3” below.

b. In the event that any Selling Shareholder’s employment with NewCo is terminated for any reason
on or after the specified date, the Company has the Call Right, and upon the exercise of the Call
Right, the Terminated Selling Shareholder’s Allocable Percentage of Seller Entity’s Interest shall
be redeemed by the Company at the purchase price described in “3” below.
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3. For the Put Right and the Call Right, the purchase price is derived from a formula based on a specified
multiple of NewCo’s trailing twelve months of earnings before interest, taxes, depreciation,
amortization, and the Company’s internal management fee, plus an Allocable Percentage of any
undistributed earnings of NewCo (the ‘“Redemption Amount’’). NewCo’s earnings are distributed
monthly based on available cash within NewCo; therefore, the undistributed earnings amount is small,
if any.

4. The Purchase Price for the initial equity interest purchased by the Company is also based on the same
specified multiple of the trailing twelve-month earnings that is used in the Put Right and the Call Right
noted above.

5. The Put Right and the Call Right do not have an expiration date.

The Put Right and the Call Right never apply to Selling Shareholders who do not become employed by
NewCo, since the Company requires that such Selling Shareholders sell their entire ownership interest in the
Seller Entity at the closing of the Acquisition.

An Employed Selling Shareholder’s ownership of his or her equity interest in the Seller Entity predates the
Acquisition and the Company’s purchase of its partnership interest in NewCo. The Employment Agreement and
the Non-Compete Agreement do not contain any provision to escrow or ‘“‘claw back’ the equity interest in the
Seller Entity held by such Employed Selling Shareholder, nor the Seller Entity Interest in NewCo, in the event of
a breach of the employment or non-compete terms. More specifically, even if the Employed Selling Shareholder
is terminated for “‘cause” by NewCo, such Employed Selling Shareholder does not forfeit his or her right to his
or her full equity interest in the Seller Entity and the Seller Entity does not forfeit its right to any portion of the
Seller Entity Interest. The Company’s only recourse against the Employed Selling Shareholder for breach of
either the Employment Agreement or the Non-Compete Agreement is to seek damages and other legal remedies
under such agreements. There are no conditions in any of the arrangements with an Employed Selling
Shareholder that would result in a forfeiture of the equity interest held in the Seller Entity or of the Seller Entity
Interest.

Carrying Amounts of Redeemable Non-Controlling Interests
For the years ended December 31, 2024, 2023 and 2022, the following table details the changes in the
carrying amount (fair value) of the redeemable non-controlling interests.

For the Year Ended
December 31, December 31, December 31,

2024 2023 2022
(In thousands)

Beginning balance ... ..............uuiiii $174,828 $167,515 $155,262
Net income allocated to redeemable non-controlling interest. . . . . .. 10,044 4,426 6,902
Distributions to redeemable non-controlling interest partners . . . ... (10,579) (11,533) (10,102)
Changes in the fair value of redeemable non-controlling interest . . . 4,964 13,565 3,862
Purchases of redeemable non-controlling interest. ............... (8,122) (12,073) (16,061)
Acquired INterest. . .. ..ottt 100,336 11,007 26,746
Contributed capital .. ... . . — — 231
Sales of redeemable non-controlling interest. . .................. 1,969 5,012 1,982
Changes in notes receivable related to redeemable non-controlling

INEETESE. . v ottt e et et e e e e e e (1,016) (3,091) (1,901)
Reduction due to separation agreement. .. ..................... (3,033) — —
Adjustments in notes receivables related to the sales of redeemable

non-controlling interest. . ... ...t (366) — 594

Ending balance . .......... .. i $269,025 $174,828 $167,515
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The following table categorizes the carrying amount (fair value) of the redeemable non-controlling interests.

As of the Year Ended

December 31, December 31, December 31,
2024 2023 2022

(In thousands)

Contractual time period has lapsed but holder’s employment

has not terminated. . .. ... ... $ 74,668 $ 96,876 $ 75,688
Contractual time period has not lapsed and holder’s
employment has not terminated .. ....................... 194,357 77,952 91,827

Holder’s employment has terminated and contractual time

period has expired. .. ....... ... .. .. — — —
Holder’s employment has terminated and contractual time

period has not expired .......... ... ... .. .. ... — — —

$269,025 $174,828 $167,515

7. Assets Held for Sale

In December 2024, the Company signed a non-binding Letter of Intent to sell an underperforming business
unit within the physical therapy operations segment. The decision to divest was based on performance
considerations and strategic realignment.

As of December 31, 2024, the business unit met the criteria for classification as held for sale under ASC
360. A $2.4 million impairment charge was recorded to write down the disposal group’s carrying value to fair
value, less estimated costs to sell. The impairment was included in Impairment of assets held for sale on the
consolidated statements of net income. The impairment charges primarily related to intangible assets. Assets held
for sale were valued at $0.6 million on December 31, 2024, and have been presented within other current assets
in the accompanying balance sheets.

The transaction closed in February 2025 and the financial impact will be recognized accordingly.

8. Goodwill

The changes in the carrying amount of goodwill consisted of the following.

For the Year Ended

December 31, December 31,
2024 2023
(In thousands)

Beginning balance . . ......... ... $509,571 $494.,101
ACQUISILIONS . .« .ot e 164,529 28,083
Adjustments for purchase price allocation of businesses acquired in prior year . . . (6,551) 3,187
Impairment charges . . .. ...... ..ttt — (15,800)
Other . .o (397) —
Ending balance. . . ... $667,152 $509,571

The Company recorded a charge for goodwill impairment of $15.8 million during the year ended
December 31, 2023 related to a unit in the IIP business.
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9. Intangible Assets, net

The Company’s intangible assets, net, consisted of the following.

As of the Year Ended

December 31, 2024 December 31, 2023
Gross Accumulated  Net Carrying  Accumulated Gross Net Carrying
Amount Amortization Amount Amortization Amount Amount

(In thousands)
Customer and referral

relationships . ............. $156,747 $(39,218) $117,529 $ 93,658 $(30,414) $ 63,244
Tradenames. ................ 57,041 — 57,041 44,573 — 44,573
Non-compete agreements. . . . . . 13,077 (8,336) 4,741 9,459 (7,594) 1,865

$226,865 $(47,554) $179,311 $147,690  $(38,008)  $109,682

Tradenames, customer and referral relationships and non-compete agreements are related to the businesses
acquired. The value assigned to tradenames has an indefinite life and is tested at least annually for impairment
using the relief from royalty method in conjunction with the Company’s annual goodwill impairment test. The
value assigned to customer and referral relationships is being amortized over their respective estimated useful
lives which range from 6 to 15 years. Non-compete agreements are amortized over the respective terms of the
agreements which range from 5 to 6 years. The weighted average amortization period for customer and referral
relationships was 12.9 years for the year ended December 31, 2024 and 12.7 years for the year ended
December 31, 2023. The weighted average amortization period for non-compete agreements was 5.3 years for the
years ended December 31, 2024, and 5.6 years for December 31, 2023. During the year ended December 31,
2024, the Company recognized charges of $2.0 million related to the impairment of assets held for sale. During
the year ended December 31, 2023, the Company recognized a charge of $1.7 million related to the impairment
of a tradename related to an IIP acquisition. These impairment losses are presented in the impairment of goodwill
and other intangible assets and impairment of assets held for sale in the Consolidated Statements of Income.

The following table details the amount of amortization expense recorded for intangible assets for the periods
presented.

For the Year Ended
December 31, 2024 December 31, 2023 December 31, 2022
(In thousands)

Customer and referral relationships ................... $8.804 $6,678 $5,974
Non-compete agreements .. .............ouoevuenennn. 742 595 549
$9,546 $7,273 $6,523

The remaining balances of the customer and referral relationships and non-compete agreements are expected
to be amortized as follows.

Customer and Non-Compete
For the Year Ending December 31, Referral Relationships  Agreements
(In thousands)
202 . $11,878 $1,133
2020 . 11,409 995
202 11,246 869
202 . 10,978 790
2020 . 10,599 584
Thereafter .. ... ... . $61,419 $ 370
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10. Accrued Expenses

Accrued expenses consisted of the following for the periods presented.

As of the Year Ended
December 31, December 31,

2024 2023
(In thousands)

Salaries and related COSES. . . . v v vttt e e e e $34,886 $25,641
Credit balances due to patients and payors ..................cooouiinnen. .. 6,359 8,847
Group health insurance claims . .......... .. .. .. . i 2,462 2,301
Federal income taxes payable . .. ... ... i 4,544 1,006
Contingency payable . . ... 3,043 12,285
Other property taxes payable. . ...... ... . 371 355
Interest payable .. ... ... 402 235
CIOSUIE COSES v vttt e e e e e e 2,828 231
Other. . .o 4,618 4,443

$59,513 $55,344

11. Borrowings

Amounts outstanding under the Credit Agreement (as defined above) and notes payable consisted of the

following.

As of the Year Ended

December 31, 2024

December 31, 2023

Unamortized Unamortized
Debt Debt
Principal Issuance Principal Issuance Net
Amount Cost Net Debt Amount Cost Debt
(In thousands)
Term Facility. .. ................ $140,625  $(1,049)  $139,576  $144,375  $(1,468)  $142,907
Revolving Facility. .............. 11,000 11,000 — — —
Other' ... ... ... ............... 2,953 2,953 3,775 — 3,775
Total debt. . .................... 154,578 (1,049) 153,529 148,150 (1,468) 146,682
Less: Current portion of long-term
debt oo 11,422 (423) 10,999 8,111 (420) 7,691
Long-term debt, net of current
POTtion . .. .ovvvi v $143,156 $ (626) $142,530  $140,039 $(1,048) $138,991

(1)  The long-term portion is included as part of Other Long-Term Liabilities in the Consolidated Balance Sheet.

Effective December 5, 2013, the Company entered into an Amended and Restated Credit Agreement with a
commitment for a $125.0 million revolving credit facility. This agreement was amended and/or restated in
August 2015, January 2016, March 2017, November 2017, and January 2021. On June 17, 2022, the Company
entered into the Third Amended and Restated Credit Agreement (the “‘Credit Agreement’’) among Bank of
America, N.A., as administrative agent (‘“Administrative Agent”’) and the lenders from time-to-time party thereto.

The Credit Agreement, which matures on June 17, 2027, provides for loans in an aggregate principal
amount of $325 million. Such loans were made available through the following facilities (collectively, the

“Senior Credit Facilities”):

1) Revolving Facility: $175 million, five-year, revolving credit facility (‘“Revolving Facility’’), which
includes a $12 million sublimit for the issuance of standby letters of credit and a $15 million sublimit

for swingline loans (each, a “Swingline Loan”).

2) Term Facility: $150 million term loan facility (the “Term Facility’’). The Term Facility amortizes in
quarterly installments of: (a) 0.625% in each of the first two years, (b) 1.250% in the third and
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fourth year, and (c) 1.875% in the fifth year of the Credit Agreement. The remaining outstanding
principal balance of all term loans is due on the maturity date.

The proceeds of the Revolving Facility shall be used by the Company for working capital and other general
corporate purposes of the Company and its subsidiaries, including to fund future acquisitions and invest in
growth opportunities. The proceeds of the Term Facility were used by the Company to refinance the indebtedness
outstanding under the Amended Credit Agreement, to pay fees and expenses incurred in connection with the
transactions involving the loan facilities, for working capital and other general corporate purposes of the
Company and its subsidiaries.

The Company is permitted to increase the Revolving Facility and/or add one or more tranches of term loans
in an aggregate amount not to exceed the sum of (i) $100 million plus (ii) an unlimited additional amount,
provided that (in the case of clause (ii)), after giving effect to such increases, the pro forma Consolidated
Leverage Ratio (as defined in the Credit Agreement) would not exceed 2.0:1.0, and the aggregate amount of all
incremental increases under the Revolving Facility does not exceed $50,000,000.

The interest rates per annum applicable to the Senior Credit Facilities (other than in respect of Swingline
Loans) will be Term SOFR (as defined in the Credit Agreement) plus an applicable margin or, at the option of
the Company, an alternate base rate plus an applicable margin. Each Swingline Loan shall bear interest at the
base rate plus the applicable margin. The applicable margin for Term SOFR borrowings ranges from 1.50% to
2.25%, and the applicable margin for alternate base rate borrowings ranges from 0.50% to 1.25%, in each case,
based on the Consolidated Leverage Ratio of the Company and its subsidiaries. Interest is payable at the end of
the selected interest period but no less frequently than quarterly and on the date of maturity.

The Company is also required to pay to the Administrative Agent, for the account of each lender under the
Revolving Facility, a commitment fee equal to the actual daily excess of each lender’s commitment over its
outstanding credit exposure under the Revolving Facility (“‘unused fee’). Such unused fee will range between
0.25% and 0.35% per annum and is also based on the Consolidated Leverage Ratio of the Company and its
subsidiaries. The Company may prepay and/or repay the revolving loans and the term loans, and/or terminate the
revolving loan commitments, in whole or in part, at any time without premium or penalty, subject to certain
conditions.

The Credit Agreement contains customary covenants limiting, among other things, the incurrence of
additional indebtedness, the creation of liens, mergers, consolidations, liquidations and dissolutions, sales of
assets, dividends and other payments in respect of equity interests, acquisitions, investments, loans and
guarantees, subject, in each case, to customary exceptions, thresholds and baskets. The Credit Agreement
includes certain financial covenants which include the Consolidated Fixed Charge Coverage Ratio, and the
Consolidated Leverage Ratio, as defined in the Credit Agreement. The Credit Agreement also contains customary
events of default.

The Company’s obligations under the Credit Agreement are guaranteed by its wholly-owned material
domestic subsidiaries (each, a “Guarantor’’), and the obligations of the Company and any Guarantors are secured
by a perfected first priority security interest in substantially all of the existing and future personal property of the
Company and each Guarantor, subject to certain exceptions.

As of December 31, 2024, $140.6 million was outstanding on the Term Facility while $11.0 million was
outstanding under the Revolving Facility resulting in $164.0 million of credit availability. As of December 31,
2024, the Company was in compliance with all of the covenants contained in the Credit Agreement.

The Company generally enters into various notes payable as a means of financing a portion of its
acquisitions and purchasing of non- controlling interests. In conjunction with these transactions in 2024 and
2023, the Company entered into notes payable in the aggregate amount of $2.9 million of which an aggregate
principal payment of $2.0 million will be paid in 2025, $0.9 million is due in 2026. Interest accrues in the range
of 3.25% to 8.5% per annum and is payable with each principal installment.

12. Derivative Instruments

The Company is exposed to certain market risks during the ordinary course of business due to adverse
changes in interest rates. The exposure to interest rate risk primarily results from the Company’s variable-rate
borrowing. The Company may elect to use derivative financial instruments to manage risks from fluctuations in
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interest rates. The Company does not purchase or hold derivatives for trading or speculative purposes.
Fluctuations in interest rates can be volatile and the Company’s risk management activities do not eliminate these
risks.

Interest Rate Swap

In May 2022, the Company entered into an interest rate swap agreement, effective on June 30, 2022, with
Bank of America, N.A. The swap has a $150 million notional value adjusted concurrently with scheduled
principal payments made on the term loan. The swap has a maturity date of June 30, 2027. Beginning in
July 2022, the Company receives a 1-month SOFR, and pays a fixed rate of interest of 2.815% on 1-month
SOFR on a quarterly basis. The total interest rate in any period will also include an applicable margin based on
the Company’s consolidated leverage ratio.

In connection with the swap, no cash was exchanged between the Company and the counterparty.

The Company designated its interest rate swap as a cash flow hedge and structured it to be highly effective.
Consequently, unrealized gains and losses related to the fair value of the interest rate swap are recorded to
accumulated other comprehensive income (loss), net of tax.

Savings from the interest rate swap arrangement totaled $3.4 million for the year ended December 31, 2024,
and less than $3.3 million for the year ended December 31, 2023. These savings reduce the amount of interest
expense, debt and other in the accompanying consolidated statements of income.

The impacts of the Company’s derivative instruments on the accompanying Consolidated Statements of
Comprehensive Income are presented in the table below.

Year Ended
December 31, 2024 December 31, 2023 December 31, 2022

Net iNCOME. . . . o v ot et e e e e $ 45,600 $37,220 $ 43,407
Other comprehensive income
Unrealized (loss) gain on cash flow hedge ............. 23 (1,642) 5,378
Tax effect at statutory rate (federal and state) ........... (6) 420 (1,374)
Comprehensive inCOME . ... ...ovveierenennennn... $ 45,617 $35,998 $ 47,411
Comprehensive income attributable to non-controlling

INEETESE .+ o v vttt et et e e et e e (14,176) (8,981) (11,249)
Comprehensive income attributable to USPH

shareholders. .. ...... .. .. ... . . . $ 31,441 $27,017 $ 36,162

The valuations of the Company’s interest rate derivatives are measured as the present value of all expected
future cash flows based on SOFR-based yield curves. The present value calculation uses discount rates that have
been adjusted to reflect the credit quality of the Company and its counterparty, which is a Level 2 fair value
measurement.

The carrying and fair value of the Company’s interest rate derivatives (included in other current assets and
other assets) were as follows:

As of the Year Ended
December 31, 2024  December 31, 2023
(In thousands)

Other CUITENT ASSELS . . .o\ vttt e e e e e e e e et et $1,752 $2,663
Other ASSEtS. .« o vttt ettt e e e e 2,006 1,073

$3.758 $3.736
13. Leases

The Company has operating leases for its corporate offices and operating facilities. The Company
determines if an arrangement is a lease at the inception of a contract. Right-of-use assets represent the
Company’s right to use an underlying asset during the lease term and operating lease liabilities represent net
present value of the Company’s obligation to make lease payments arising from the lease. Right-of-use assets and
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operating lease liabilities are recognized at commencement date based on the net present value of the fixed lease
payments over the lease term. The Company’s operating lease terms are generally five years or less. The
Company’s lease terms include options to extend or terminate the lease when it is reasonably certain that the
option will be exercised. As most of the Company’s operating leases do not provide an implicit rate, the
Company uses its incremental borrowing rate based on the information available at commencement date in
determining the present value of lease payments. Operating fixed lease expense is recognized on a straight-line
basis over the lease term. Variable lease payment amounts that cannot be determined at the commencement of
the lease such as increases in lease payments based on changes in index rates or usage are not included in the
right-of-use assets or operating lease liabilities. These are expensed as incurred and recorded as variable lease
expense.

The components of lease expense were as follows.

For the Year Ended
December 31, December 31, December 31,

2024 2023 2022
(In thousands)
Operating 1€ase COSt. . . vttt ettt et $41,751 $38,559 $35,154
Short-term lease COSt . . ...ttt 1,163 1,353 1,049
Variable 1ease COSt. .. ..ottt 9,739 9,438 6,779
Sublease iNCOME .. ....... ...ttt (481) (526) (492)
Total 1ease COSt. . ... oottt $52,172 $48,824 $42,490

Lease costs are reflected in the consolidated statements of net income in the line item — rent, supplies,
contract labor and other.

The supplemental cash flow information related to leases was as follows.

For the Year Ended
December 31, 2024 December 31, 2023 December 31, 2022
(In thousands)

Cash paid for amounts included in the measurement of

operating lease liabilities. . ........................ $42,934 $39,813 $36,136
Right-of-use assets obtained in exchange for new
operating lease liabilities. . ........................ $70,729 $36,264 $40,502

The aggregate future lease payments for operating leases as of December 31, 2024, were as follows.

Amount

Fiscal Year (In thousands)
0 $ 45,290
2020, e 37,572
202 T e 28,363
2028, e e 18,999
2029 and thereafter. . ... ... ... 27,424
Total 1€aSE PAYMENES. . . . o oottt et ettt e e e e e et et e e e e e e e $157,648
Less: imputed INEIESt. . . . . oottt ettt e e e e e e 15,945
Total operating lease labilities. . .. ... ..ot e $141,703

Average lease terms and discount rates were as follows:

As of the Year Ended
December 31, 2024 December 31, 2023 December 31, 2022

Weighted-average remaining lease term ................. 4.5 years 3.9 years 4.1 Years
Weighted-average discount rate ........................ 4.7% 4.0% 2.9%
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14. Income Taxes

Significant components of deferred tax assets and liabilities included in the consolidated balance sheets as
the periods below were as follows.
As of the Year Ended

of

December 31, 2024  December 31, 2023

(In thousands)

Deferred tax assets:

COMPENSAtION . . o\ vttt ettt e e e e e e $ 2,370 $ 1,680
Provision for credit 10SS€S . . . ... oot 747 574
Lease obligations - including closed clinics .. ....................... 36,205 28,592
Deferred taxX ASSELS . . . v v v v vt e e e $ 39,322 $ 30,846
Deferred tax liabilities:
Depreciation and amortization. . .. ..o $(32,392) $(27,290)
Operating lease right-of-use assets .. ..............c.oiiiiinn. .. (34,221) (26,427)
Gain on cash flow hedge. . ....... ... .. . . i (960) (955)
Change in revaluation of put-right liability. . ........................ (638) (586)
Other. .o (576) (403)
Deferred tax liabilities . .. ...... ... ... (68,787) (55,661)
Net deferred tax liabilities . .............. .. . .. i $(29,465) $(24,815)

The deferred tax assets and liabilities related to purchased interests not yet finalized may result in an
adjustment.

As of December 31, 2024, the Company has a federal tax payable of $4.5 million, which is included in
accrued expenses in the accompanying balance sheet, and state tax receivables of $0.9 million, which is includ
in other current assets in the accompanying balance sheet.

The differences between the federal tax rate and the Company’s effective tax rate for the years ended
December 31, were as follows for the periods presented:
For the Year Ended

ed

December 31, December 31, December 31,
2024 2023 2022
(In thousands)
U.S. tax at Statutory rate ......................... $ 9,667 21.0% $ 8483 21.0% $ 9307 21.0%
State income taxes, net of federal benefit............ 2,945 6.4% 2,135 5.3% 2,079 4.7%
Shortfall (excess) equity compensation deduction ... .. 75 0.2% 123 0.3% 149 0.3%
Non-deductible expenses . ............c.covuuennn.. 907 2.0% 710 1.8% 629 1.4%
Return to provision adjustments ................... 1,015  2.1% 705 1.7% —  _0.0%

$14,609 31.7% $12,156 30.1% $12,164 27.4%

Significant components of the provision for income taxes were as follows for the periods presented.
For the Year Ended

December 31, December 31, December 31,

2024 2023 2022
(In thousands)

Current:

Federal. . ... ... $ 5,805 $ 6,996 $ (770)

State. . o e 3,930 512 518
Total Current . . ...t 9,735 7,508 (252)
Deferred:

Federal. . ... ... 4,006 3,819 9,933

State. . ot 868 829 2,483
Total deferred . ....... ... . 4,874 4,648 12,416
Total income taX Provision. ... .............oeuiineneenenenan... $14,609 $12,156 $12,164
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For 2024, 2023 and 2022, the Company performed a detailed reconciliation of its federal and state taxes
payable and receivable accounts along with its federal and state deferred tax asset and liability accounts. The
Company considers this reconciliation process to be an annual control.

The Company is required to establish a valuation allowance for deferred tax assets if, based on the weight
of available evidence, it is more likely than not that some portion or all of the deferred tax assets will not be
realized. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income
during the periods in which those temporary differences become deductible. Management considers the projected
future taxable income and tax planning strategies in making this assessment. Based upon the level of historical
taxable income and projections for future taxable income in the periods which the deferred tax assets are
deductible, management believes that a valuation allowance is not required, as it is more likely than not that the
results of future operations will generate sufficient taxable income to realize the deferred tax assets.

The Company’s U.S. federal returns remain open to examination for 2021 through 2023 and U.S. state
jurisdictions are open for periods ranging from 2020 through 2023.

The Company does not believe that it has any significant uncertain tax positions at December 31, 2024 and
December 31, 2023, nor is this expected to change within the next twelve months due to the settlement and
expiration of statutes of limitation.

The Company did not have any accrued interest or penalties associated with any unrecognized tax benefits
nor was any interest expense recognized during the years ended December 31, 2024, 2023 and 2022.

15. Segment Information

The Company’s reportable segments include the physical therapy operations segment and the IIP segment.
Also included in the physical therapy operations segment are revenues from management contract services and
other services which include services the Company provides on-site, such as athletic trainers for schools.

Physical Therapy Operations

The physical therapy operations segment primarily operates through subsidiary clinic partnerships (‘“‘Clinic
Partnerships™), in which the Company generally owns a 1% general partnership interest in all the Clinic
Partnerships. The Company’s limited partnership interests generally range from 65% to 75% (the range is 10% -
99%) in the Clinic Partnerships. The managing therapist of each clinic owns, directly or indirectly, the remaining
limited partnership interest in most of the clinics (hereinafter referred to as “Clinic Partnerships™). Some of the
Clinic Partnerships serve as management services organizations which manage and provide staffing and a variety
of administrative services to physical therapy provider entities in which the Company does not have an
ownership interest. These Clinic Partnerships similarly are owned collectively by the Company and one or more
physical therapists who are involved in the management of the operations. To a lesser extent, the Company
operates some clinics, through wholly-owned subsidiaries (hereinafter referred to as ‘“Wholly-Owned Facilities™).

The Company continues to seek to attract for employment physical therapists who have established
relationships with physicians and other referral sources, by offering these therapists a competitive salary and
incentives based on the profitability of the clinic that they manage. For multi-site clinic practices in which a
controlling interest is acquired by the Company, the prior owners typically continue on as employees to manage
the clinic operations, retain a non-controlling ownership interest in the clinics and receive a competitive salary
for managing the clinic operations. In addition, the Company has developed satellite clinic facilities as part of
existing Clinic Partnerships and Wholly-Owned Facilities, with the result that a substantial number of Clinic
Partnerships and Wholly-Owned Facilities operate more than one clinic location.

Clinic Partnerships

For non-acquired Clinic Partnerships, the earnings and liabilities attributable to the non-controlling interests,
typically owned by the managing therapist, directly or indirectly, are recorded within the balance sheets and
income statements as non-controlling interest—permanent equity. For acquired Clinic Partnerships with
redeemable non-controlling interests, the earnings attributable to the redeemable non-controlling interests are
recorded within the consolidated balance sheets and income statements as redeemable non-controlling
interest—temporary equity.
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Wholly-Owned Facilities

For Wholly-Owned Facilities with profit sharing arrangements, an appropriate accrual is recorded for the
amount of profit sharing due the clinic partners/directors. The amount is expensed as compensation and included
in clinic operating costs—salaries and related costs. The respective liability is included in current
liabilities—accrued expenses on the consolidated balance sheets.

Industrial Injury Prevention Services

Services provided in the IIP segment include onsite injury prevention and rehabilitation, performance
optimization, post offer employment testing, functional capacity evaluations, and ergonomic assessments. The
majority of these services are contracted with and paid for directly by employers, including a number of Fortune
500 companies. Other clients include large insurers and their contractors. The Company performs these services
through Industrial Sports Medicine Professionals, consisting primarily of specialized certified athletic trainers.

Segment Financials

The Company, including its chief operating decision maker, the Chief Executive Officer, uses gross profit in
its budget-to-actual, forecasting, and other analytical processes to assess segment performance and allocate
resources. The Company has provided additional information regarding its reportable segments which contributes
to the understanding of the Company and provides useful information.

For the Year Ended
December 31, 2024 December 31, 2023 December 31, 2022
(In thousands)

Net revenue:

Physical therapy operations. . ...................... $574,433 $526,548 $476,092
Industrial injury prevention services. ................ 96,912 78,254 77,052
Total COMPANY . ..o\ttt $671,345 $604,802 $553,144

Operating Costs:
Salaries and related costs:

Physical therapy operations. . ...................... $337,466 $302,765 $272,360
Industrial injury prevention services. ................ 61,928 50,625 46,831
Total salaries and related costs . . ................... $399,394 $353,390 $319,191

Rent supplies, contract labor and other:

Physical therapy operations. . ...................... $105,019 $ 97,873 $ 88,523
Industrial injury prevention services. ................ 13,891 10,723 13,847
Total rent, supplies, contract labor and other.......... $118,910 $108,596 $102,370

Depreciation and amortization:

Physical therapy operations. . ...................... $ 16,741 $ 14,542 $ 13,563
Industrial injury prevention services. ................ 1,112 418 376
Total depreciation and amortization ................. $ 17,853 $ 14,960 $ 13,939

Provision for credit losses:

Physical therapy operations. . ...................... $ 6,904 $ 6,129 $ 5517
Industrial injury prevention services. ................ 8 43 31
Total provision for credit losses . ................... $ 6912 $ 6,172 $ 5,548
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Clinic closure costs:

Physical therapy operations. .. ...................
Industrial injury prevention services. ..............

Total clinic closure coStS. ... .......oiiinnnn.nn.

Total Company . .........couiuiniiinninenenenn...

Gross profit:

Physical therapy operations. .. ...................
Industrial injury prevention services. ..............

Total Company ........... .. ... ... ...,

Impairment of goodwill and other intangible assets . . . .
Industrial injury prevention services. ..............

Total impairment of goodwill and other intangible

ASSELS . o e

Impairment of assets held for sale Physical therapy

OPETAtIONS. . ¢ . vttt ettt et et

Total impairment of assets held for sale ...........

Unallocated amounts

Corporate office COStS . .. ... ...
Interest expense, debt and other................
Interest income from investments. ................

Change in fair value of contingent earn-out

consideration ............. ... ... ... ...
Change in revaluation of put-right liability . ... ...
Equity in earnings of unconsolidated affiliate . . . . .
Relief Funds. . ......... .. .. ... .

Physical therapy operations. .. ...................
Industrial injury prevention services. ..............

Total goodwill . ....... ... ... ... ... ... ... ..

All other assets:

Physical therapy operations. .. .....................
Industrial injury prevention services. ................

Total all other assets .. ........... ... uiuvi.nn.
Total ASSEtS . ..o oo

16. Investment in Unconsolidated Affiliate

For the Year Ended
December 31, 2024 December 31, 2023  December 31, 2022
(In thousands)

S 4355 $ 175 s 7
S 4355 5 175 )
S 547424 $483,203 $441,120
$ 103,948 $105,064 $ 96,057
19.973 16,445 15,967

$ 123921 $121,509 $112,024
§ —  $17.49 $ 9112
§  —  $17495 $ 912
s 2418 5 — S
$ 2418 s — I
§ 58290 $ 51,953 $ 46,111
8,015 9,303 5.779
(3.941) (3,774) —
219 1,550 (2,520)

82 (2,582) 5
(1,014) (955) (1,175)

— (467) —

(357) (390) (859)

S 61,204 § 54638 $ 47341
S 60,209 $ 49.376 § 55571
§ 595,519 $437.413 $408,705
71,633 72,158 85.396

$ 667,152 $509,571 $494,101
452,905 $398,272 $263,131
47.410 89,395 100,922
500,315 487,667 364,053
$1,167.467 $997,238 $858,154

Through one of its subsidiaries, the Company has a 49% joint venture interest in a company which provides
physical therapy services for patients at hospitals. The Company is deemed to not have a controlling interest in
the company, and therefore the Company’s investment is accounted for using the equity method of accounting.



The investment balance of this joint venture as of December 31, 2024, is $12.2 million and the earnings
amounted to approximately $1.0 million for the year ended December 31, 2024. The investment balance of this
joint venture as of December 31, 2023, was $12.3 million and the earnings amounted to approximately

$1.0 million for the year ended December 31, 2023.

17. Equity Based Plans
U.S. Physical Therapy Stock Incentive Plans
Amended and Restated 1999 Employee Stock Option Plan

The Amended and Restated 1999 Employee Stock Option Plan (the “Amended 1999 Plan’) permits the
Company to grant to non-employee directors and employees of the Company up to 600,000 non-qualified options
to purchase shares of common stock and restricted stock (subject to proportionate adjustments in the event of
stock dividends, splits, and similar corporate transactions). The exercise prices of options granted under the
Amended 1999 Plan are determined by the Compensation Committee. The period within which each option will
be exercisable is determined by the Compensation Committee.

Amended and Restated 2003 Stock Option Plan

The Amended and Restated 2003 Stock Option Plan (the “Amended 2003 Plan™) permits the Company to
grant to key employees and outside directors of the Company incentive and non-qualified options and shares of
restricted stock covering up to 2,600,000 shares of common stock (subject to proportionate adjustments in the
event of stock dividends, splits, and similar corporate transactions). As of December 31, 2024, there were
0.4 million shares remaining that can be subject to new awards under the Amended 2003 Plan.

Stock-based compensation expense related to the U.S. Physical Therapy Stock Incentive Plans was
approximately $7.8 million, $7.2 million, and $7.3 million for the years ended December 31, 2024, 2023 and
2022 respectively. As of December 31, 2024, the remaining $10.4 million compensation expense will be
recognized over a weighted average period of 2.38 years.

Restricted Stock Awards

During 2024, 2023 and 2022, the Company granted the following shares of restricted stock to directors,
officers, and employees pursuant to its equity plans as follows:

Weighted Average Fair

Year Granted Number of Shares Value Per Share
2024 90,810 $101.30
2023 73,384 $102.79
202 95,316 $100.08

During 2024, 2023 and 2022, the following shares were cancelled due to employee terminations prior to
restrictions lapsing:

Weighted Average Fair

Year Cancelled Number of Shares Value Per Share
2024 . e 2,339 $103.81
2023 4,086 $103.99
202 5,180 $109.42

Generally, restrictions on the stock granted to employees lapse in equal annual installments on the following
four anniversaries of the date of grant. For those shares granted to directors, the restrictions will lapse in equal
quarterly installments during the first year after the date of grant. For those granted to officers, the restriction
will lapse in equal quarterly installments during the four years following the date of grant.

There were 140,276 and 124,638 shares outstanding as of December 31, 2024, and December 31, 2023,
respectively, for which restrictions had not lapsed. The restrictions will lapse from 2025 through 2028.

Metro Equity Incentive Plan

The MSO Metro LLC 2024 Incentive Plan (“Metro Plan’’) was approved on October 31, 2024. The Metro
Plan permits MSO Metro to grant to employee participants up to 5,000 Units of MSO Metro upon the attainment
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of certain EBITDA thresholds, subject to continuous employment. Upon vesting, the Units will contain both a
call right and a put right at a fixed price based on the level of EBITDA that is reached. As the Units are subject
to repurchase upon issuance at a fixed purchase price, the share-based compensation is classified as a liability.

The following table summarizes the Metro Plan activity during the year ended December 31, 2024:

Grant-Date Fair

Number of Units Value per Unit
Unvested as of December 31, 2023 ... ... — —
Granted . . .. oo 4,650 $1,530
VESted . . — —
Unvested as of December 31, 2024 ... ... .. . i 4,650 $1,530

The Company recognized $0.2 million of compensation expense related to the Metro Plan in 2024.
Unrecognized compensation expense related to the Metro Plan was $5.7 million as of December 31, 2024, to be
amortized over a remaining period of approximately 5.0 years.

18. Preferred and Common Stock
Preferred Stock

The Board is empowered, without approval of the shareholders, to cause shares of preferred stock to be
issued in one or more series and to establish the number of shares to be included in each such series and the
rights, powers, preferences, and limitations of each series. There are no provisions in the Company’s Articles of
Incorporation specifying the vote required by the holders of preferred stock to take action. All such provisions
would be set out in the designation of any series of preferred stock established by the Board. The bylaws of the
Company specify that, when a quorum is present at any meeting, the vote of the holders of at least a majority of
the outstanding shares entitled to vote who are present, in person or by proxy, shall decide any question brought
before the meeting, unless a different vote is required by law or the Company’s Articles of Incorporation.

Because the Board has the power to establish the preferences and rights of each series, it may afford the
holders of any series of preferred stock, preferences, powers, and rights, voting or otherwise, senior to the right
of holders of common stock. The issuance of the preferred stock could have the effect of delaying or preventing
a change in control of the Company.

Common Stock

From September 2001 through December 31, 2008, the Board authorized the Company to purchase, in the
open market or in privately negotiated transactions, up to 2,250,000 shares of the Company’s common stock. In
March 2009, the Board authorized the repurchase of up to 10% or approximately 1,200,000 shares of its common
stock (““March 2009 Authorization”). Under the March 2009 Authorization, the Company has purchased a total
of 859,499 shares. The Company is required to retire shares purchased under the March 2009 Authorization.

In November 2023, the Board terminated the March 2009 Authorization such that any such proposed
repurchase of our common stock would be considered and determined by the Board at such time. The Company
did not purchase any shares of its common stock during 2024, 2023 or 2022.

In May 2023, the Company completed a secondary offering of 1,916,667 shares of its common stock at an
offering price of $90.00 per share. Upon completion of the offering, the Company received net proceeds of
approximately $163.6 million, after deducting an underwriting discount of $8.6 million and recognizing related
fees and expenses of $0.2 million. A portion of the net proceeds was used to repay the $35.0 million then
outstanding under the Company’s credit facility while the remainder was used primarily for additional
acquisitions.

19. Defined Contribution Plan

The Company has several 401(k) profit sharing plans covering all employees with three months of service.
For certain plans, the Company makes matching contributions. The Company may also make discretionary
contributions of up to 50% of employee contributions. The Company did not make any discretionary
contributions for the years ended December 31, 2024, 2023 and 2022.The Company matching contributions
totaled $2.6 million, $2.2 million and $2.0 million, respectively, for the years ended December 31, 2024, 2023
and 2022.
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20. Contingencies

The Company is a party to various legal actions, proceedings, and claims (some of which are not insured),
and regulatory and other governmental audits and investigations in the ordinary course of our business.

21. Subsequent Events

On February 28, 2025, the Company acquired a 65% interest in a physical therapy practice with three clinic
locations. The prior owners retained a 35% ownership interest.

On February 25, 2025, the Company’s Board of Directors raised the Company’s quarterly dividend rate
from $0.44 per share to $0.45 per share. The dividend will be payable on April 11, 2025, to shareholders of
record on March 14, 2025.

On February 3, 2025, the Company completed the sales process that began in 2024 for a business unit
within the physical therapy operations segment. In connection with the sales process, the assets and liabilities of
the clinics sold were revalued as of December 31, 2024, and an impairment of approximately $2.4 million was
included in the accompanying Consolidated Statements of Net Income in Item 8. The sale closed at a price of
$0.7 million.
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FINANCIAL STATEMENT SCHEDULE*
SCHEDULE II — VALUATION AND QUALIFYING ACCOUNTS
U.S. PHYSICAL THERAPY, INC. AND SUBSIDIARIES
(In Thousands)

Additions Additions
Charged Charged
Balance at to Costs to Other Balance at
Beginning of Period and Expenses  Accounts Deductions End of Period

YEAR ENDED DECEMBER 31, 2024:
Reserves and allowances deducted from
asset accounts:
Allowance for credit losses™™. ......... $2,736 $6,912 — $6,142? $3,506
YEAR ENDED DECEMBER 31, 2023:
Reserves and allowances deducted from
asset accounts:
Allowance for credit losses™. ... ...... $2,829 $6,172 — $6,265® $2,736
YEAR ENDED DECEMBER 31, 2022:
Reserves and allowances deducted from
asset accounts:
Allowance for credit losses ........... $2,768 $5,548 — $5,487® $2.,829

(1) Related to patient accounts receivable and accounts receivable-other.
(2)  Uncollectible accounts written off, net of recoveries.

s

All other schedules are omitted because of the absence of conditions under which they are required or because the required information
is shown in the financial statements or notes thereto.
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ITEM 9. CHANGES IN DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

Not applicable.
ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Our management, including our Chief Executive Officer and Chief Financial Officer, has conducted an
evaluation of the effectiveness of our disclosure controls and procedures (as defined in Rule 13a-15(e)
promulgated under the Exchange Act) as of the end of the fiscal period covered by this report. Based upon that
evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that our disclosure controls
and procedures are effective in ensuring that the information required to be disclosed in the reports we file or
submit under the Exchange Act is recorded, processed, summarized and reported, within the time periods
specified in the rules and forms of the SEC and that such information is accumulated and communicated to our
management, including our Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely
decisions regarding disclosure.

Management’s Report on Internal Control over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial
reporting, as such term is defined in Rule 13a-15(f) under the Exchange Act. U.S. Physical Therapy, Inc. and
subsidiaries’ (the “Company”’) internal control over financial reporting is designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles.

Internal control over financial reporting includes those policies and procedures that:

e  Pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the Company;

e  Provide reasonable assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that our receipts
and expenditures are being made only in accordance with authorizations of the Company’s management
and directors; and

e  Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use
or disposition of the Company’s assets that could have a material effect on the financial statements.

Internal control over financial reporting cannot provide absolute assurance of achieving financial reporting
objectives because of its inherent limitations. Internal control over financial reporting is a process that involves
human diligence and compliance and is subject to lapses in judgment and breakdowns resulting from human
failures. Internal control over financial reporting can also be circumvented by collusion or improper management
override. Because of such limitations, there is a risk that material misstatements may not be prevented or
detected on a timely basis by internal control over financial reporting. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate. However, these
inherent limitations are known features of the financial reporting process. Therefore, it is possible to design into
the process safeguards to reduce, though not eliminate, the risk. Management conducted an assessment of the
effectiveness of our internal control over financial reporting as of December 31, 2024. In making this assessment,
management used the criteria described in Internal Control — Integrated Framework (2013) issued by the
Committee of Sponsoring Organizations of the Treadway Commission. Based on this assessment, management
concluded that our internal control over financial reporting was effective as of December 31, 2024.

The Company’s internal control over financial reporting has been audited by Grant Thornton LLP, an
independent registered public accounting firm, as stated in their report included on page 52.

Changes in Internal Control over Financial Reporting

In October 2024, we entered into an Equity Interest Purchase Agreement with MSO Metro, LLC and
become the managing member. As part of our ongoing integration activities, we are currently in the process of
implementing internal controls and procedures at the new entity.
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Except for the integration of the new entity noted above, there were no changes in our internal control over
financial reporting during the quarter ended December 31, 2024, that have materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting.

ITEM 9B. OTHER INFORMATION
Not applicable.

ITEM 9C. DISCLOSURE REGARDING FOREIGN JURISDICATIONS THAT PREVENT INSPECTION
Not applicable.

PART III
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required in response to this Item 10 is incorporated herein by reference to our definitive
proxy statement relating to our 2025 Annual Meeting of Stockholders to be filed with the SEC pursuant to
Regulation 14A, not later than 120 days after the end of our fiscal year covered by this report.

ITEM 11. EXECUTIVE COMPENSATION

The information required in response to this Item 11 is incorporated herein by reference to our definitive
proxy statement relating to our 2025 Annual Meeting of Stockholders to be filed with the SEC pursuant to
Regulation 14A, not later than 120 days after the end of our fiscal year covered by this report.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMEMNT AND
RELATED STOCKHOLDER MATTERS

The information required in response to this Item 12 is incorporated herein by reference to our definitive
proxy statement relating to our 2025 Annual Meeting of Stockholders to be filed with the SEC pursuant to
Regulation 14A, not later than 120 days after the end of our fiscal year covered by this report.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

The information required in response to this Item 13 is incorporated herein by reference to our definitive
proxy statement relating to our 2025 Annual Meeting of Stockholders to be filed with the SEC pursuant to
Regulation 14A, not later than 120 days after the end of our fiscal year covered by this report.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required in response to this Item 14 is incorporated herein by reference to our definitive
proxy statement relating to our 2025 Annual Meeting of Stockholders to be filed with the SEC pursuant to
Regulation 14A, not later than 120 days after the end of our fiscal year covered by this report.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

Documents filed as a part of this report:

1. Financial Statements Reference is made to the Index to Financial Statements and Related Information
under Item 8 in Part II hereof, where these documents are listed.

2. Financial Statement Schedules See page 100 for Schedule II — Valuation and Qualifying Accounts. All
other schedules are omitted because of the absence of conditions under which they are required or
because the required information is shown in the financial statements or notes thereto.

3. Exhibits The exhibits listed in List of Exhibits on the next page are filed or incorporated by reference
as part of this report.
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Number

EXHIBIT INDEX
LIST OF EXHIBITS

Description

1.1

3.1

32

33

4.1

10.1+

10.2+

10.3+

10.4+

10.7+

10.8+

10.9+

10.11+

10.12+

Underwriting Agreement, dated May 24, 2023, by and between U.S. Physical Therapy, and BofA
Securities, Inc. and J.P. Morgan Securities LLC., as representatives of the several underwriters named
therein. [incorporated by reference to Exhibit 1.1 to the Company’s Current Report on Form 8-K filed
with the SEC on May 25, 2023.]

Atrticles of Incorporation of the Company [filed as an exhibit to the Company’s Form 10-Q for the
quarterly period ended June 30, 2001 and incorporated herein by reference].

Amendment to the Articles of Incorporation of the Company [filed as an exhibit to the Company’s
Form 10-Q for the quarterly period ended June 30, 2001 and incorporated herein by reference].

Bylaws of the Company, as amended [filed as an exhibit to the Company’s Form 10-KSB for the year
ended December 31, 1993 and incorporated herein by reference—Commission File Number—1-11151].

Description of Company Securities [incorporated by reference to Exhibit 4.1 of the Company’s Annual
Report on Form 10-K filed with the SEC on February 28, 2020.]

1999 Employee Stock Option Plan (as amended and restated May 20, 2008) [incorporated by reference
to Appendix A to the Company’s Definitive Proxy Statement on Schedule 14A, filed with the SEC on
April 17, 2008].

U.S. Physical Therapy, Inc. 2003 Stock Incentive Plan, (as amended and restated effective March 26,
2016) [incorporated herein by reference to Appendix A to the Company’s Definitive Proxy Statement
on Schedule 14A filed with the SEC on April 7, 2016.]

First Amendment to U.S. Physical Therapy, Inc. 2003 Stock Incentive Plan, (as amended and restated
effective March 26, 2016) effective on March 1, 2022 [incorporated herein by reference to Appendix A
to the Company’s Definitive Proxy Statement on Schedule 14A filed with the SEC on April 4, 2022.]

Form of Restricted Stock Agreement [incorporated by reference to Exhibit 10.5 to the Company’s
Current Report on Form 8-K filed with the SEC on March 16, 2016].

Third Amended and Restated Employment Agreement by and between the Company and Christopher
J. Reading dated effective May 21, 2019 [incorporated by reference to Exhibit 10.1 to the Company’s
Current Report on Form 8-K filed with the SEC on May 22, 2019]

Amended & Restated Employment Agreement commencing by and between the Company and Graham
Reeve dated effective May 21, 2019 [incorporated by reference to Exhibit 10.4 to the Company’s
Current Report on Form 8-K filed with the SEC on May 22, 2019]

Form of Restricted Stock Agreement [incorporated by reference to Exhibit 10.5 to the Company’s
Current Report on Form 8-K filed with the SEC on May 22, 2019]

Amendment to Employment Agreement entered into as of March 26, 2020 by and between the
Company and Christopher Reading [incorporated by reference to Exhibit 10.1 to the Company Current
Report on Form 8-K filed with the SEC on March 26, 2020].

Amendment to Employment Agreement entered into as of March 26, 2020 by and between the

Company and Graham Reeve [incorporated by reference to Exhibit 10.4 to the Company Current Report
on Form 8-K filed with the SEC on March 26, 2020].
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Number

Description

10.13+

10.16

10.17+

10.18+

10.19+

10.20+

10.21+

10.22+

10.23+

10.24+

10.25+

10.26+

10.27+

Employment Agreement by and between the Company and Eric Williams entered into on December 3,
2020 and commencing as of July 1, 2021 [filed by reference to Exhibit 10.1 to the Company Current
Report on Form 8-K filed with the SEC on December 7, 2020.]

Third Amended and Restated Credit Agreement dated as of June 17, 2022 among the Company, as the
borrower, and Bank of America, N.A., as Administrative Agent, Regions Capital Markets as
Syndication Agent, BofA Securities Inc. and Regions Capital Markets as Joint Load Arrangers, BofA
Securities Inc., as Sole Bookrunner and the lenders named therein. [incorporated by reference to
Exhibit 10.1 to the Company’s Current Report on Form 10-Q filed with the SEC on June 21, 2022]

Employment Agreement by and between the Company and Rick Binstein entered into on March 23,
2022 [incorporated by reference to Exhibit 10.1 to the Company Current Report on Form 8-K filed with
the SEC on March 23, 2022]

U. S. Physical Therapy, Inc. Objective Long-Term Incentive Plan for Senior Management for 2022,
effective March 14, 2022 [incorporated by reference to Exhibit 99.1 of the Current Report on Form §-K
filed by U.S. Physical Therapy, Inc. on March 18, 2022]

U. S. Physical Therapy, Inc. Discretionary Long-Term Incentive Plan for Senior Management for 2022,
effective March 14, 2022 [incorporated by reference to Exhibit 99.2 of the Current Report on Form §-K
filed by U.S. Physical Therapy, Inc. on March 18, 2022]

U. S. Physical Therapy, Inc. Objective Cash/RSA Bonus Plan for Senior Management for 2022,
effective March 14, 2022 [incorporated by reference to Exhibit 99.3 of the Current Report on Form 8-K
filed by U.S. Physical Therapy, Inc. on March 18, 2022]

U. S. Physical Therapy, Inc. Discretionary Cash/RSA Bonus Plan for Senior Management for 2022,
effective March 14, 2022 [incorporated by reference to Exhibit 99.4 of the Current Report on Form §-K
filed by U.S. Physical Therapy, Inc. on March 18, 2022]

U. S. Physical Therapy, Inc. Objective Long-Term Incentive Plan for Senior Management for 2023,
effective March 2, 2023 [incorporated by reference to Exhibit 99.1 of the Current Report on Form §-K
filed by U.S. Physical Therapy, Inc. on March 8, 2023]

U. S. Physical Therapy, Inc. Discretionary Long-Term Incentive Plan for Senior Management for 2023,
effective March 2, 2023 [incorporated by reference to Exhibit 99.2 of the Current Report on Form §-K
filed by U.S. Physical Therapy, Inc. on March 8, 2023]

U. S. Physical Therapy, Inc. Objective Cash/RSA Bonus Plan for Senior Management for 2023,
effective March 2, 2023 [incorporated by reference to Exhibit 99.3 of the Current Report on Form §-K
filed by U.S. Physical Therapy, Inc. on March 8, 2023]

U. S. Physical Therapy, Inc. Discretionary Cash/RSA Bonus Plan for Senior Management for 2023,
effective March 2, 2023 [incorporated by reference to Exhibit 99.4 of the Current Report on Form 8-K
filed by U.S. Physical Therapy, Inc. on March 8, 2023]

Employment Agreement entered into as of November 9, 2020 by and between U.S. Physical Therapy
and Carey Hendrickson [incorporated by reference to Exhibit 10.1 to the Company Current Report on
Form 8-K filed with the SEC on September 23, 2020.]

U. S. Physical Therapy, Inc. Objective Long-Term Incentive Plan for Senior Management for 2024,

effective March 6, 2024 [incorporated by reference to Exhibit 99.1 to the Company Current Report on
Form 8-K filed with the SEC on March 7, 2024].
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Number

Description

10.28+

10.29+

10.30+

1031+

10.32+

10.33+

10.34+

10.35+

10.36%*

10.37

10.38+*

10.39+*

21.1%

23.1%

U. S. Physical Therapy, Inc. Discretionary Long-Term Incentive Plan for Senior Management for 2024,
effective March 6, 2024 [incorporated by reference to Exhibit 99.2 to the Company Current Report on
Form 8-K filed with the SEC on March 7, 2024].

U. S. Physical Therapy, Inc. Objective Cash/RSA Bonus Plan for Senior Management for 2024,
effective March 6, 2024 [incorporated by reference to Exhibit 99.3 to the Company Current Report on
Form 8-K filed with the SEC on March 7, 2024].

U. S. Physical Therapy, Inc. Discretionary Cash/RSA Bonus Plan for Senior Management for 2024,
effective March 6, 2024 [incorporated by reference to Exhibit 99.4 to the Company Current Report on
Form 8-K filed with the SEC on March 7, 2024].

U. S. Physical Therapy, Inc. First Amendment to Third Amended and Restated Employment Agreement,
entered into as of May 27, 2024, by and between the Company and Christopher Reading [incorporated
by reference to Exhibit 99.1 to the Company Current Report on Form 8-K filed with the SEC on
May 31, 2024].

U. S. Physical Therapy, Inc. First Amendment to Employment Agreement, entered into as of May 27,
2024, by and between the Company and Eric Williams [incorporated by reference to Exhibit 99.2 to the
Company Current Report on Form 8-K filed with the SEC on May 31, 2024].

U. S. Physical Therapy, Inc. First Amendment to Amended and Restated Employment Agreement,
entered into as of May 27, 2024, by and between the Company and Graham Reeve [incorporated by
reference to Exhibit 99.3 to the Company Current Report on Form 8-K filed with the SEC on May 31,
2024].

U. S. Physical Therapy, Inc. First Amendment to Employment Agreement, entered as of May 27, 2024,
by and between the Company and Carey Hendrickson [incorporated by reference to Exhibit 99.4 to the
Company Current Report on Form 8-K filed with the SEC on May 31, 2024].

U. S. Physical Therapy, Inc. First Amendment to Amended and Restated Employment Agreement,
entered as of May 27, 2024, by and between the Company and Richard Binstein [incorporated by
reference to Exhibit 99.5 to the Company Current Report on Form 8-K filed with the SEC on May 31,
2024].

Equity Interest Purchase Agreement dated as of October 7, 2024 among U.S. Physical Therapy, Ltd.,
MSO Metro, LLC, the member of MSO Metro, LLC and Michael G. Mayrsohn as Sellers’
Representative.

Second Amendment to the Credit Agreement dated as of September 27, 2024 among the Company, as
the borrower, and Bank of America, N.A., as Administrative Agent, Regions Capital Markets as
Syndication Agent, BofA Securities Inc. and Regions Capital Markets as Joint Load Arrangers, BofA
Securities Inc., as Sole Bookrunner and the lenders named therein [incorporated by reference to
Exhibit 10.1 to the Quarterly Report on Form 10-Q filed by U.S. Physical Therapy, Inc. on November 8§,
2024].

Form of Amendment to the Restricted Stock Agreements.
Form of Restricted Stock Agreement.
Subsidiaries of the Registrant

Consent of Independent Registered Public Accounting Firm—Grant Thornton LLP
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Number

Description

31.1*

31.2%

32.1%

97.1

101.INS*

101.SCH*

101.CAL*

101.DEF*

101.LAB*

101.PRE*

Certification of Chief Executive Officer pursuant to Rule 13a-14(a) of the Securities Exchange Act of
1934, as amended

Certification of Chief Financial Officer pursuant to Rule 13a-14(a) of the Securities Exchange Act of
1934, as amended

Certification of Periodic Report of the Chief Executive Officer and Chief Financial Officer pursuant to
Rule 13a-14(b) of the Securities Exchange Act of 1934, as amended, and 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

U.S. Physical Therapy Compensation Clawback Policy (incorporated by reference to Exhibit 97.1 to the
Company’s Annual Report on Form 10-K for the year ended December 31, 2023 filed with SEC on
February 29, 2024)

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Document
XBRL Taxonomy Extension Definition Linkbase Document
XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Document

* Filed herewith

+ Management contract or compensatory plan or arrangement.
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YEAR ENDED DECEMBER
31, 2024

Reserves and allowances
deducted from asset

accounts:
)

Allowance for credit losses'” . .

YEAR ENDED DECEMBER
31, 2023:

Reserves and allowances
deducted from asset

accounts:
)

Allowance for credit losses" . .

YEAR ENDED DECEMBER
31, 2022:

Reserves and allowances
deducted from asset
accounts:

Allowance for credit losses . . ..

FINANCIAL STATEMENT SCHEDULE*
SCHEDULE II — VALUATION AND QUALIFYING ACCOUNTS
U.S. PHYSICAL THERAPY, INC. AND SUBSIDIARIES

(In Thousands)

Balance at

Additions Charged
Beginning of Period to Costs and Expenses

Additions Charged Balance at
to Other Accounts Deductions End of Period

$2,736 $6,912

$2,829

$6,172

$2,768 $5,548

(1) Related to patient accounts receivable and accounts receivable-other.

(2)  Uncollectible accounts written off, net of recoveries.

— $6,142%  $3,506

— $6,265%

$2,736

— $5,487  $2,829

* All other schedules are omitted because of the absence of conditions under which they are required or because the required information
is shown in the financial statements or notes thereto.

ITEM 16. FORM 10-K SUMMARY

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

U.S. PHYSICAL THERAPY, INC.
(Registrant)

By: /s/ Carey Hendrickson

Carey Hendrickson
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)

Date: March 3, 2025

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities indicated as of the date indicated above.

/s/ Carey Hendrickson Chief Financial Officer (Principal Financial Officer March 3, 2025
Carey Hendrickson and Principal Accounting Officer)
/s/ Chris J. Reading Chief Executive Officer, and Chairman of the Board March 3, 2025
Chris J. Reading of Directors (Principal Executive Officer)
/s/ Bernard A. Harris Lead Independent Director March 3, 2025

Dr. Bernard A. Harris, Jr.

/s/ Kathleen A. Gilmartin Director March 3, 2025
Kathleen A. Gilmartin

/s/ Anne B. Motsenbocker Director March 3, 2025
Anne Motsenbocker

/s/ Regg E. Swanson Director March 3, 2025

Reginald E. Swanson

/s/ Clayton K. Trier Director March 3, 2025
Clayton K. Trier

/s/ Nancy J. Ham Director March 3, 2025
Nancy J. Ham
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EXHIBIT 31.1

CERTIFICATION
I, Christopher J. Reading, certify that:

1. I have reviewed this annual report on Form 10-K of U.S. Physical Therapy, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintammg
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: March 3, 2025
/s/ Christopher J. Reading
Christopher J. Reading
President and Chief Executive Officer
(Principal Executive Officer)




EXHIBIT 31.2

CERTIFICATION
I, Carey Hendrickson, certify that:

1. I have reviewed this annual report on Form 10-K of U.S. Physical Therapy, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintammg
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: March 3, 2025
/s/ Carey Hendrickson

Carey Hendrickson
Chief Financial Officer
(Principal Financial and Accounting Officer)



EXHIBIT 32.1

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

In connection with the Annual Report of U.S. Physical Therapy, Inc. (the “registrant””) on Form 10-K for the
year ended December 31, 2024 as filed with the Securities and Exchange Commission on the date hereof (the
“report’’), we, Christopher J. Reading, and Carey Hendrickson, Chief Executive Officer and Chief Financial
Officer respectively, of the registrant, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that to our knowledge:

(1) The report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange
Act of 1934, as amended; and

(2) The information contained in the report fairly presents, in all material respects, the financial condition
and results of operations of the registrant.

March 3, 2025

/s/ Christopher J. Reading

Christopher J. Reading
Principal Executive Officer

/s/ Carey Hendrickson

Carey Hendrickson
Principal Financial and Accounting Officer

A signed original of this written statement required by Section 906 has been provided to U. S. Physical Therapy,
Inc. and will be retained by U. S. Physical Therapy, Inc. and furnished to the Securities and Exchange
Commission or its staff upon request.






