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Forvaltningsberittelse

Styrelsen och verkstallande direktdren fér Forsta Worldwide AB, 556637-9904, med séate | Norrképing,

far hdrmed avge arsredovisning for rakenskapsaret 2022-01-01 - 2022-12-31.

Allmant om verksamheten

Forsta Worldwide AB utvecklar den molnbaserade IT plattformen Forsta Visualizations. Forsta
Visualizations &r en mjukvara for visualisering av marknadsundersdkningsdata. Kunder aterfinns inom
segmentet marknadsundersékningsféretag samt professionella marknadsundersokningsavdelningar

hos slutkundsforetag. Bolaget har kunder pa flertalet marknader, med en tyngdpunkt inom Europa,
Nordamerika och Australien.

Forsta AS, Norge, org nr 976886240, dger 100% av aktierna. Forsta Bidco AS dger 100% i Forsta AS.

| april 2022 sélde sgarna hela Forstagruppen till Press Ganey i USA (huvudégare Azalea Holdings, LP
Us)

Flerarséversikt

o 2022 2021 2020 2019
Nettoomséttning 43 557 45 937 40581 = 44288
Resultat efter finansiella poster 2 407 5708 60 139 -7 608
Balansomslutning 117 621 92 035 90 328 42 405
Soliditet, % 66 82 85 28

Aktie- . Bal res inkl .
kapital ~ Reservfond  Overkursfond  &rets resultat Totalt

Vid arets barjan 8968 20 33177 33310 75 475
Arets resultat 2 407 2 407

Vid arets utgang 8 968 20 33177 35 717 77 882

Forslag till disposition av féretagets vinst eller férlust

. _ o o Belopp i kr
Balanserat resultat 66 487 723
Arets resultat 2406892
Totalt 68 894 615

Balanseras i ny riakning __ 68894615
Summa 68 894 615

Vad betréffar resultat och stélining i 6vrigt hanvisas till efterféljande resultat- och balansrékning med
tillhbrande noter
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Belopp i Tkr " Not 2022-01-01-  2021-01-01-
2022-12-31  2021-12-31

Nettoomsaéttning - 43 557 45 937
Ovriga rorelseintakter 2 19 744

Rérelsens kostnader

Réavaror och forédenheter -8 715 -9 515
Ovriga externa kostnader -8 815 -27 319
Personalkostnader 3 -27 264 -25 025
Av- och nedskrivningar av materiella och

immateriella anlédggningstillgangar -108 -30

Rorelseresultat ' -1345 3 792
Resultat fran finansiella poster
Rénteintékter och liknande resultatposter
Réntekostnader och liknande resultatposter _ =510 34
Resultat efter finansiella poster 2 407 5 708
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Resultat fére skatt ' 5 :40'_"‘-'*7'."'

A ets:._re;'siu_l'ft:aft' _ o | 2 407 — 0 708
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Forsta Worldwide AB

Belopp i Tkr

TILLGANGAR
Anlaggningstillgangar

Materiella anldggningstillgangar
Inventarier, verktyg och installationer

Finansiella anldggningstillgangar
Andelar i koncernftretag
Fordringar hos koncernféretag

Summa anldggningstillgangar

Omsiittningstillgangar

Kortfristiga fordringar

Kundfordringar

Fordringar hos koncernféretag

Aktuell skattefordran

Ovriga fordringar

Férutbetalda kostnader och upplupna intakter

Kassa och bank

Summa omséattningstillgangar

SUMMA TILLGANGAR

— 2 _ _1.

g9 131
57 551

834

1765

1372

3(8)

fj-11'*3” .
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Balansrékning

Belopp I Thr

EGET KAPITAL OCH SKULDER

Eget kapital
Bundet eget kapital

Aktiekapital

Reservfond

Fritt eget kapital
Overkursfond

Balanserad vinst eller forlust

Arets resultat

Summa eget kapital

Langfristiga skulder
Skulder till koncernféretag

Kortfristiga skulder
Leverantdrsskulder
Skulder till koncernféretag
Ovriga kortfristiga skulder

Upplupna kostnader och férutbetalda intékter

SUMMA EGET KAPITAL OCH SKULDER

8 968
20
8 988

33 177
33 310

- 2407

- 68894

24117
24 117

517

2 980

2 565
9 560 _

165 622

117 621

4(8)

1069
1069

113
1573
3 546

10 100
15 332

91 876
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Noter

Not 1 Redovisningsprinciper
Belopp i Tkr om inget annat anges

Allménna redovisningsprinciper
Arsredowsnlngen har uppréttats i enlighet med arsredovisningslagen och BokfGringsnamndens
allmanna rad BFNAR 2012:1 Arsredovisning och koncernredovisning (K3).

Koncernredovisning uppréttas ej med hanvisning till ARL 7:2. Koncernredovisning upprattas av
dverordnat moderbolag, Confirmit AS, Norge, org nr 976886240.

Varderingsprinciper m m
Tillgangar, avséattningar och skulder har vérderats utifran anskaffningsvérden om inget annat anges
nedan.

Utlindsk valuta
Transaktioner i utldndsk valuta omréknas till den funktionella valutan till den valutakurs som féreligger

pa transakiionsdagen. Monetdra tillgangar och skulder i utidndska valuta réknas om till den funktionella

valutan till den valutakurs som foreligger pa balansdagen. Valutakursdifferenser som uppstar vid
omrakningarna redovisas i resultatrakningen.

Tlllgangar och Skulder | utlandska dotterbolag omraknas till den valutakurs som galler pa balansdagen.

valutaomraknlng av utlandsverksamheter redovnsas dlrekt mot eget kapltal

Intédkter
Det inflode av ekonomiska fordelar som féretaget erhallit eller kommer att erhalla for egen rakning
redovisas som intékt. Bolagets intékter varderas till verkliga vardet av det som erhallits eller kommer

att erhallas, med avdrag for rabatter.
Licensintdkter

Licensavtal for stadardprogramvara intaktsforts nér samtliga féljande krav ar uppfylida:

-Ieverans har skett ochfeller rlsken darmed har overforts till kunden
-pns -ch betalmngsplan ar faststallda oc:h lnga andra at-aganden foreligger utdver licensleveransen

| de fall avtal tecknas som stracker sng over flera ar, sker leverans av hcensnyckel fér ett ar framat,
varfor licensintakten intéktsfors ett ar i taget. Intéikten for kommande ar tas nar ny upppdaterad licens

har levererats.

Supportintakter

Supportintakterna bestar av timbaserade tjanster relaterade till de programvaror som koncernen

levererar. Supportintdkter redovisas i takt med att kunden utnyttjar tjansten.
Tiansteuppdrag

Konsulttjignster och utbildning intéktsfors i takt med att tjansterna levereras.

PE-LMHOQJ-SDODY
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Forsta Woridwide AB .

Leasingavtal _
Samtliga leasingavtal redovisas som operationella leasingavtal. Bolaget har inga vésentliga finansiella
leasingavtal.
£ Leasingavgifterna enligt operationella leasingavtal, inklusive forhojd forstagangshyra men exklusive
o0 utgifter for tjanster som forsakring och underhall, redovisas som kostnad linjért Gver leasingperioden.
] Skalt
p Skatt pa arets resuitat i resultatrékningen bestar av aktuell skatt och uppskjuten skatt. Aktuell skatt ar
& mkomstskatt fcr mnevarande rakenskapsar som avser arets skattephktlga resultat och den del av

Uppskjutna skattefordringar har varderats till hogst det belopp som sannolikt kommer att atervinnas
baserat pa innevarande och framtida skattepliktiga resultat. Varderingen omprévas varje balansdag.
Av forsiktighetsskal har bolaget inte aktiverat uppskjuten skattefordran pa upparbetade underskott.

avskrwnmgar och nedskrwnmgar I anskaﬁ'nmgsvérdet mgar forutom mkopspnset dven utglfter som ar
direkt hanforliga till férvarvet.

Tillkommande utglﬁer som uppfyller tillgangskriteriet réknas in i tlllgangens redovisade vérde. Utgifter
for lpande underhall och reparationer redovisas som Kostnader nér de uppkommer.

A vskrivningar

"'forvantade forbrukmngen av tlllgangens framtlda ekonomlska fordelar Avsknvnlngen redowsas som
kostnad i resultatrékningen.

Foljande avskrivningstider tillampas:

Materiella anléggningstillgéngar R R Ar_
Inventarier, verktyg och installationer 5

Finansiella instrument
Finansiella instrument som redovisas i balansrékningen inkluderar langfristiga fordringar,
_kundfordrlngar och ovnga fordnngar Ieverantorsskulder och Ianeskulder Instrumenten redowsas |

'bort fran balansraknlngen nar ratten att erhalla kassaﬂoden fran mstrumentet har Iopt ut eller overfurts
och koncernen har dverfort i stort sett alla risker och férmaner som ar férknippade med éganderatten
Finansiella skulder tas bort fran balansrakningen nér forpliktelserna har reglerats eller pa annat satt
upphort,

Kundfordringar och 6vriga fordringar
Fordrmgar redowsas som omsattmngstlllgangar med undantag fcr poster med farfallodag mer an 12

belopp som forvantas bll mbetalt efter avdrag for Indlwduellt bedomda osakra fordrmgar Fordrmgar
-sam ar rantefna eller som Ioper med ranta som anker fran marknadsrantan och har en Ioptld

som rantemtakt i resultatrakmngen

Laneskulder och leverantérsskulder
Laneskulder och leverantérsskulder redovisas initialt till anskaffningsvérde efter avdrag f6r

transaktionskostnader.

Kwttnmg av flnan5tell fordran och fmansnell skuid

Penneo dokumentnyckel: GMWZU-XICAZ-L W8EO-PU3PE-LMHOJ-SDODY.
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avses ske eller da en samtlda avyttnng av tullgangen mch reglermg av skulden avses ske

Nedskrwnlngsprovnmg av finansiella anlaggnmgshllgangar
i Vid varje balansdag bedémer bolaget om det finns nagon indikation pa nedskrivningsbehov i nagon

&0 utav de finansiella anldggningstillgangarna. Nedskrivning sker om vérdenedgangen bedéms vara
e bestaende.

\ED Andelar i dotterféretag

4] Aktier och andelar i dotteritretag redovisas till anskaffningsvérde efter avdrag for eventuella
&S nedskrivningar. | anskaffningsvardet ingar kopeskillingen som erlagts f6r aktierna samt:

----- forvarvskostnader.

Nyckeltaisdefinitioner
Soliditet

Eget kapital och obeskattade reserver (med avdrag for uppskjuten skatt) i férhallande till

balansomslutningen.
Not 2 Ovriga rorelseintikter

Kursvinster pa fordringar/skulder av rorelsekaraktér
Vidarefakturerade kostnader koncernen
Summa

Medelantalet anstéllda o ,
2022-01-01-

2022-1 2—-31 Varav mén

Totalt 13 “——1 2

Not 4 Réanteintdkter och liknande resultatposter

Ranteintakter, koncernforetag
Valutakursvinst
Summa

Not 5 Réintekostnader och liknande resultatposter

Rantekostnader, koncernforetag |
Rantekostnader, dvriga
Valutakursforlust

S-umma_

2022-01-01-

2022-12-31

2021-01-C 1-_

_2022-12-31

811

3451

4 262

2022-01-01-

2022-12-31
408

~102

510

2021-01-01-

_2021- 12-31

156
19 588
19 744

_Varavman
13 ”

2021-01-01-
2021-12-31

4 636

6 050

2021-01-01-

2021-12-31_
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Not 6 Inventarier, verktyg och installationer

Ackumulerade anskaffningsvérden
-Vid arets borjan
-Nyanskaffningar

Ackumulerade avskrivningar

~Vid arets borjan
-Arets avskrivning

Redovisat virde vid arets slut

Ackumulerade anskaffningsvarden:
-\id arets borjan
Redovisat varde vid arets slut

Not 8 Fordringar hos koncernféretag
Vid arets borjan

-Tillkommande tordringar

-Reglerade fordringar

Redovisat varde vid arets slut

Not 9 Langfristiga skulder

inga skulder forfaller till betalning senare an 5 ar.
Underskrifter
Arsredovisningen ar avgiven enligt datum for digital signering.

Torbjérn Andersson
Verkstallande direktor

Var revisionsberittelse har Iamnats den dag som framgdr av var digitala underskrift,

Emma Westholm
Auktoriserad revisor

2022-12-31

250

267

517

-109

2022-12-31

8(8)

 2021-12-31

250

2021-12-31

)

2021-12-37
60 050
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Signaturerna i detta dokument dr juridiskt bindande. Dokumentet ér signerat genom Penneo ™ {or sdker digital signering.
Tecknarnas identitet har lagrats, och visas nedan.

"Med min signaturbekréftar jag innehdllet och alla datum i detta dokumentet.”

TORBJORN ANDERSSON
Verkstallande direktér
Serfenummer: 19760826xxxx

[P: 194,218 XXX.XXX
2023-06-05-08:24:20 UTC
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med ett certifikat fran en betrodd tredje part. All kryptografisk information ar
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Hurman verifierar originaliteten hos dokumentet
Detta dokument drskyddat genomett Adobe CDS certifikat. Nar du-ppnar

EMMA WESTHOLM
Auktoriserad revisor
Serienummer: 19750328xxxx
IP: 80.84.XXX.XXX |
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dokumentet i Adobe Reader bér du se att dokumentet ar certifierat med Penneo e-
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60 Revisionsberittelse
o Till bolagsstdmman i Forsta Worldwide AB, org.nr 556637-990+
. LS

(.“‘5] . . : . " R . - - -
e Rapport om &rsredovisningen
! |
()
v

¢~ Uttalanden _

Jag har utfort en revision av arsredovisningen for Forsta Worldwide AB for ar rakenskapsaret 2022-01-01~ 2022-12-31.

Enligt min uppfattning har arsredovisningen uppréttats i enlighet med arsredovisningslagen och ger en i alla vasentliga
avseenden rittvisande bild av Forsta Worldwide ABs finansiella stéllning per den 31 december i 2022 och av dess
finansiella resultat for &ret enligt arsredovisningslagen. Férvaltningsberéttelsen &r forenlig med drsredovisningens dvriga
delar.

Jag tilistyrker dérfor att bolagsstdmman faststéller resultatrikningen och balansrdkningen.

Grund fOr uttalanden

Jag har utfort revisionen enligt International Standards on Auditing (ISA) och god revisionssed i Sverige. Mitt ansvar enligt
dessa standarder beskrivs ndrmare i avsnittet Revisorns ansvar. Jag dr oberoende i forhéllande till Forsta Worldwide AB
enligt god revisorssed i Sverige och har i dvrigt fullgjort mitt yrkesetiska ansvar enligt dessa krav.

Styrelsens ansvar
Det Ar styrelsen som har ansvaret for att arsredovisningen upprittas och att den ger en réttvisande bild enligt
arsredovisningslagen. Styrelsen ansvarar dven fér den interna kontroll som de beddmer r nédvindig for att upprétta en

arsredovisning som inte innehaller ndgra visentliga felaktigheter, vare sig dessa beror pa oegentligheter eller misstag.

Vid upprittandet av &rsredovisningen ansvarar styrelsen fér bedémningen av bolagets formaga att fortsitta
verksamheten. De upplyser, ndr sa dr tilldmpligt, om forhallanden som kan paverka formagan att fortsétta verksamheten
och att anvénda antagandet om fortsatt drift. Antagandet om fortsatt drift tillimpas dock inte om bestut har fattats om att
avveckla verksamheten.

Revisorns ansvar

Mina mal &r att uppnd en rimlig grad av sidkerhet om huruvida &rsredovisningen som helhet inte innehaller nigra
vasentliga felaktigheter, vare sig dessa beror pa oegentligheter eller misstag, och att [dmna en revisionsberéttelse som
innehaller mina uttalanden. Rimlig sdkerhet &r en hig grad av sdkerhet, men ar ingen garanti for att en revision som utfors
enligt ISA och god revisionssed i Sverige alltid kommer att uppticka en vdsentlig felaktighet om en s&dan finns.
Felaktigheter kan uppsta pa grund av oegentligheter eller misstag och anses vara vésentliga om de enskilt eller
tillsammans rimligen kan forviintas paverka de ekonomiska beslut som anvéndare fattar med grund i drsredovisningen.

En ytterligare beskrivning av mitt ansvar for revisionen av arsredovisningen finns pa Revisorsinspektionens webbplats:
www.revisorsinspektionen.se/rn/showdocument/documents/rev_dok/revisors_ansvar.pdf. Denna beskrivning &r en del av
revisionsherattelsen.

Penneo dokumentnyckel: JTWQS-HXYTX-ATPGE-HF2HF-C36CP-NICSZ



Uttalanden
Utbver min revision av arsredovisningen har jag dven utfdrt en revision av styrelsens forvaltning f6r Forsta Worldwide AB

Jag tillstyrker att bolagsstimman disponerar vinsten enligt forslaget i férvaltningsberittelsen och beviljar styrelsens
ledamot ansvarsfrihet for rakenskapsaret.

Grund for uttalanden

ansvar. Jag dr oberoende i forhallande till Forsta Worldwide AB enligt god revisorssed i Sverige och har i dvrigt fullgjort
mitt yrkesetiska ansvar enligt dessa krav.

Jag anser att de revisionsbevis jag har inhdmtat &r tillrickliga och &ndamélsenliga som grund for mina uttalanden.

Styrelsens ansvar _
Det dr styrelsen som har ansvaret for forslaget till dispositioner betridffande bolagets vinst eller férlust. vid férslag till

Styrelsen ansvarar for bolagets organisation och forvaltningen av bolagets angeldgenheter. Detta innefattar bland annat
att fortldpande beddma bolagets ekonomiska situation och att tillse att bolagets organisation dr utformad sa att
bokféringen, medelsférvaltningen och bolagets ekonomiska angeldgenheter i Gvrigt kontrolleras pa ett betryggande sitt.

Revisorns ansvar
Mitt mal betriffande revisionen av forvaltningen, och ddrmed mitt uttalande om ansvarsfrihet, &r att inhdmta

revisionsbevis for att med en rimlig grad av sékerhet kunna bedma om négon styrelseledamot i ndgot vésentligt avseende

foretagit nagon atgard eller gjort sig skyldig till ndgon forsummelse som kan foranleda ersdttningsskyldighet mot bolaget,
eller pa ndgot annat sétt handlat i strid med aktiebolagslagen, &rsredovisningslagen eller bolagsordningen.

Mitt mal betraffande revisionen av forslaget till dis positioner av bolagets vinst eller forlust, och diarmed mitt uttalande om
detta, ar att med rimlig grad av sdkerhet bedoma om forslaget ar forenligt med aktiebolagslagen.

Rimlig sékerhet &r en hog grad av sékerhet, men ingen garanti for att en revision som utférs enligt god revisionssed i

Sverige alltid kommer att upptéc ka atgérder eller férsummelser som kan féranleda ersdttningsskyldighet mot bolaget,

eller att ett forslag till dispositioner av bolagets vinst eller forlust inte &r forenligt med aktiebolagslagen.

En ytterligare beskrivning av mitt ansvar for revisionen av férvaltningen finns pa Revisorsinspektionens webbplats:

www.revisorsinspektionen.se/rn/showdocument/documents/rev_dok/revisors_ansvar.pdf. Denna beskrivning ar en del av

revisionsberattelsen.

Linkdping den dag som framgar av min elektroniska underskrift

Emma Westholm

Auktoriserad revisor



Tecknarnas identitet harlagrats, och visas nedan.
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Faststillelseintyg

Undertecknad styrelseledamot i Forsta Worldwide AB intygar h&rmed dels att denna kopia av
o arsredovisningen samt revisionsbherattelsen éverensstdmmer med originalet, dels att resultat- och
X balansrékningen faststéllts pa arsstdmma 2023-06-15. Stémman beslutade ocksa att godkénna
oo styrelsens forslag till resultatdisposition.
o Norfkoping 2023-06-15 P
- orbjorn Andersson %
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Ernst & Young LLP Tel: +1 312 879 2000
155 North Wacker Drive Fax: +1 312 879 4000
Chicago, IL 60606-1787  ey.com

;urturua a better
working world

Report of Independent Auditors

Opinion

We have audited the ccnschdated financral statements of Azalea TOpCO Inc (the Cmpany) which

censohdated statements of comprehensrve lcss shareholder S equrty and cash ﬂcws fcr the years then
ended, and the related notes (collectively referred to as the “financial statements™).

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company at December 31, 2022 and 2021, and the results of its operations and
its cash flows for the years then ended in accordance with accounting principles generally accepted in
the United States of America.

Basis for Opinion

cf Arnerrca (GAAS) Our respcnsrbrlrtres under those standards are further descrrbed n the Audrtcr S
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Company and to meet our other ethical responsibilities in accordance with the
relevant ethical requirements relating to our audits. We believe that the audit evidence we have obtained
18 sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management 1s responsible for the preparation and fair presentation of the financial statements in
-acccrdance Wrth acccuntrng prrncrples generally accepted n the Unrted States of Amerrca and for the-

'pres ent_atlcn cf _frnanc_ral statements that.a.re free of materra,l_ mrsstatcment;._ whe_ther -due to fraud or error,

In preparing the financial statements, management 1s required to evaluate whether there are conditions
or events, considered 1n the aggregate, that raise substantial doubt about the Company’s ability to
continue as a gomg concern for one year after the date that the financial statements are available to be
1ssued.

A member firm of Ernst-& Young-Global Limited



;mm@ a better
working world

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
*free of matenal m1sstatement whether due to fraud Or errof, and to 1ssue an aud1tor S report that mcludes

ma,terlal 1f there 1S a substanhal hkehhood that 1nd1v1dually or 1n the aggregate they Would mﬂuence-
the judgment made by a reasonable user based on the financial statements.

o  Exercise professional judgment and maintain professional skepticism throughout the audit.

» Identify and assess the risks of material misstatement of the financial statements, whether due
'to- 'ﬁ‘aud or error, and design and perf‘orm audit -procedures -r-esponsive to th-ose- -ri-sks Such

m. th_e_ fmanclaél statements,.,_

»  Obtamn an understanding of internal control relevant to the audit i order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control. Accordingly, no such opinion

1S expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the

financial statements.

e  Conclude whether, m our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Company’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

April 28, 2023

A member firm-of Ernst & Young Global Limited



ASSETS
Current assets

Cash and cash eqmvalents

Accounts receivable, net of allowance for doubtful accounts of $1.911 and $1.211 at December

31, 2022 and 2021
Jﬂbﬂled revenie

Deértvative assets
Total current assets

Prepaid expenses and other assets
Income taxes receivable

Property and equipment, net
Other non-current assets

Intangible assets, net
Goodwill
Total assets

Azalea TopCo, Inc.
'Cﬁn'Solidated'Bﬁlance Shee‘ts

LIABILITIES AND SHAREHOLDER'S EQUITY

Cunent Il&blhtl@b

Lurrent pc)rtmn Df capltal Iease Gbllgatmns

Accounts payable
Accrued payroll and re
Accrued interest payabt

lated liabilities
153

Current portion of contingent consideration pavable
Accrued expenses and other hiabilities
Current portion of denvative liabilities

Deferred revenue
Total current liabilities
Long-term debt

Capital lease obligations

Derivative liabilities

Contingent consideration payable
Buld-to-suit lease Liability
Other non-current liabilities

Deferred income taxes

Total hhabilities
Shareholder's equity

Common stock, 1.000 shares authorized at $0.01 par value with 1 share issued and outstanding
as of December 31, 2022 and 2021, respectively

Additional paid-in capital

Accumulated deﬁb‘i‘t

Ll Bt

_J;rtaﬁ sharehalder S eqmty
Total liabilities and shareholder's equity

December-31,
2022

December 31,
2021

S 40,175

141.217
12,802
35,142
20,142

128,346
43669
2.349.420

3,279,171

$ 34214

97.807
5,939
23.873
7,364

129,163
15,345
2,150,974

$ 6,056,289

78,801

206.342
2,550,747

28.59%

483,429

$ 16100

1.760
18,472
1?8;241
18 52 6'

6,740

6.960
46,252

143.818
2003659
2413
918

14 319
11,900
3--982:
477718

3,274,114

3,195,297

(414,298)
1.176

2,658,787

2.897.804
(296,950)
(6.017)

2182175

2 594 837

§ 6056289

The accompanying notes are an mtegral part of these consolidated financial statements.



Consolidated Statements of Comprehensive Loss
(Thousands of dollars)

Year Ended Year Ended
December 31,2022 December 31, 2021

Revenue $ 703,707 $ 539,900
Cost of revenue (exclusive of Depreciation and amortization) 287,594 233,180
Operating expenses:

Selling, general and administrative 220,560 130,340

Depreciation and amortization 254,101 221417

Other operating expenses (income) (34.764) 72
Total operating expenses | 439.897 351.829
Loss from operations (23,784) (45,109
Other expense:

Interest expense, net (165,665) (124.657)

Other income (loss) (38) (1,364)
Total other expense _ (165,703) (126,021)
Loss before income taxes (189,487) (171,130)
Income tax benefit (72,877) (29,011)
Net loss (116,610) (142.119)
Other comprehensive income (loss), net of tax:

Unrealized gain on cash flow hedge, net of tax of $6,972 and $4.436 for the year

ended December 31, 2022 and 2021, respectively 21,049 12,759

Foreign currency translation, net of tax of $- for the year ended December 31,

2022 | (13.856) —
Total other comprehensive income, net of tax 7,193 12,759
Comprehenstve loss 5 (109.417) $  (129.360)

The accompanying notes are an integral part of these consolidated financial statements.



Net loss

Equity-based compénsation

Equity contributions

Unrealized loss on cash flow hedge, net of tax

Balance, Deceniber 31, 2021

Impact due to adoption of ASU Topic 842
Net loss

Foreign currency translation

Equity-based compensatlon

Equity repurchases

Equity contributions

Unrealized gam on cash tlow hedge, net of tax

Balance, December 31 2022

Common

stock

5

3

Additional
paid-in
mpltal

$ 2,669, 739

8,1 3'3
219832

S

2.897.804

- S,

-'—r'-'—r'-'-rl-'—r L

7,668

(1,208)
291,033

$ 3,195 297

Accumulated
other Total
Accumulated comprehensive Shareholder’s
deficit ~ income (loss) Equity
$ (154831) $  (18,776) $ 2.496,182
(142,119) — (142,119)
— — 8.183
— — 219,832
e 12,739 12,735
(296,950) (6.017) 2,594,837
(738) (738)
(116,610) (116,610)
(13.856) (13,856)
= = 7,668
(1,208)
— — 291,033
— 21,049 21.049
S 1.176 $ 2.782.175



Consolidated Statements of Cash Flows
(Thousands of dollars)

Year Ended
December 31, 2022

Operating activities:

Net loss

" 3

Adjustments to reconcile net loss to net cash provided by operating activities;
Depreciation and amortization
Amortization-of deferred financing fees and debt discount
Change in fair value of contingent consideration
Non-cash lease expense

Equity-based compensation

Loss on disposal of property and equipment
Loss on extinguishment of debt

Deferred income taxes

Changes 1n operating assets and liabilities:
Accounts receivable, net
Unbilled revenue.
Prepaid expenses and other assets

Accounts payable
Accrued payroll and related liabilities

Accrued expernises and other liabilities
Deferred revenue
Income taxes receivable
Net cash provided by operating activities
Investing activities: "
Acquisition of businesses, net of ¢ash acquired

Capital expen

254,101
12,159

7.668
1,941

(76,376

(6,427)
838
10,418
5.902
(36.781)
(1,024)
(952)

ditures:

9.992

(51,441)

Net cash used in investing activities
Financing activities:
Proceeds from the 1ssuance of long-term debt, net

Payinetits on |

ong-term debt

Proceeds fron

-the revolving credit facility

Payments on capital lease obligations
Payments on build-to-suit lease liability
Payments on finance lease obligations
Proceeds from equity contributions
Equity repurchases

Contingent consideration payments.
Net cash provided by financing activities
Fifect of exchange rate changes on cash

(492,982

388,577
(19.096)

(1.208)
(15.116)

Net increase in cash

Cash and cash equivalents at beginning of period |
Cash and cash equivalents at end of period $

Interest
Income taxes

Capital expen

ditures in -accounts payable

Rollover of equity interests mn connection with acquisition of business

Right-of-use assets obtained in exchange for new operating lease obligations.

Right-of-use assets obtained in exchange for new finance lease obligations

The accompanying notes are an mtegral part of these consolidated financial statements.

(1.648)

1,992
291,033

158
10,850

Year Ended
December 31, 2021

(142,119)

(29,613)

(6,116}
3,403
1,653

(1.569)

10,811

(1.421)

00,990

(338,906)
(36.439)

(373,543)

175,449
(14,747)

(3.188)
(928)
169,832

(4500

321.918

(110.717)
(2,433)

2700
50,000



Notes to Cnnsolldated Fmanelal Statements
(All tables m thousands, except share and per share amounts)

1. Nature of operations

Azalea TopCo, Inc. ("the Company™), formerly known as Emerald TopCo, Inc., through 1ts wholly owned

subsidiary, Press Ganey Associates LLC (° ‘Asseeiates "), 1s a leading provider of health care perfennance improvement
solutions and consulting services, offering an integrated suite of solutions that enable enterprise transformation by

;addre ssmg safety el nlcal excellence patlent expenence healthcare c.nsumensm and workforee engagement In Aprll

expenenee and employee experlence eehnologv The Forsta aequ131tlen allows the Company te expand into new

geographies and industries, with highly complementary market research and technology that will coordinate seamlessly
with the Company’s existing healthcare solutions.

The immediate parent of the Company is Azalea Intermediate Corp. (the “Immediate Parent”). Azalea
[ntermediate Corp. is a subsidiary of Azalea Parent Corp. (the “Parent™), which is a subsidi ary of Azalea Parent Holdings
LP (the “Ultimate Parent), a Delaware Limited Partnership with Azalea GP LLC as its General Partner.

2. Significant accounting policies

Basis of consolidation and presentation
The consolidated financial statements include the financial statements of Azalea TopCo, Inc. and 1ts wholly

owned subsidiaries. All intercompany balances and transactions are eliminated in consolidation. Unless otherwise

indicated, all financial data presented 1n these consolidated fmancial statements are expressed m U dollars.

Use of estimates

The preparatien of consolidated fancial statements i conformity with US generally accepted accounting
principles (“US GAAP”) requires management to make estimates and assumptions affecting amounts reported and
disclosed in the financial statements and accompanying notes. Actual results could differ materially from those
estimates,

Cash and cash equivalents

Cash and cash equivalents include cash 1n readily available checking and money market funds. We consider all
highly liquid investments purchased with a maturity of three months or less on the date of purchase to be cash
equivalents. Cash equivalents are carned at cost which approximates fair value.

Accounts receivable, net and allowance for doubtful accounts

Accounts receivable are carried at gross value net of an allowance for doubtful accounts. The allowance for
doubtful accounts reflects the Company s current estimate of credit losses e,xpeeted to be incurred over the life of the:
accounts receivable. Collectability of accounts receivable is assessed on an ongoing basis and determined based on a
combination-of specific customer circumstances, credit conditions and the history of write-otts and collections. The
Company evaluates items on an individual basis when determining accounts receivable write-offs. Tn general, the
Company’s policy is not to charge interest on accounts receivable after the invoice becomes past due. A receivable is
considered past due 1f payment has not been recerved within the agreed upon 1nvoice terms. Account balances are
charged off against the allowance after all normal means of collection have been exhausted and the potential for
recovery 18 considered remote. The Company does not have any off- balance-sheet credit exposure related to 1ts

customers, and collateral is generally not required.




Property and equipment

Property and equipment are carried at historical cost, net of accumulated depreciation and amortization. Plant
and equipment under capital leases are carried at the present value of their minimum lease payments.

Depreciation 1s recorded on a straight-line basis over the estimated useful lives of each asset. Amortization of
leasehold improvements 1s recorded on a straight-line basis over the shorter of the lease term or estimated useful life of
the asset and 1s classified as depreciation expense. The estimated useful life of each asset 1s as follows:

'Cemput@r equipment and software 2-7 years
Fumiture and fixtures 5-7 years
Leasehold improvements Lesser of lease term or useful life
Office equipment 3-5 years

The Company evaluates the useful life and carrying value of property and equipment for impairment if an event
occurs or circumstances change that would indicate the carrying value may not be recoverable. It the carrying amount of

the asset group is not recoverable on an undiscounted cash flow basis, an impairment loss is recognized to the extent that
the asset group’s carrying amount exceeds its estimated fair value.

Computer software development costs that are incurred in the preliminary project stage are expensed as
incurred. During the development stage, direct consulting expenses, payroll and payroll related expenses for employees
that are directly associated with each project are capitalized and amortized over the estimated usetul lite of the software
once placed into operation. Replacements and major improvements are capitalized while maintenance and repairs are
expensed as incurred. Computer software development costs are amortized on a straight-line basis over its estimated
useful life of 36 months. The Company recognized expenses of $54.0 million and $52.3 million related to capitalized
internal-use software for the vears ended December 31, 2022 and 2021, respectively, within Depreciation and

amortization.

Goodwill and intangible assets

Goodwill represents the excess of the aggregate purchase price over the fair value of the net assets acquired i a
business combination. Identifiable intangible assets are recognized separately from goodwill and include trade names,
customer contracts, customer relationships, proprietary technology, databases and other specifically identifiable assets.
(Certain trade names are deemed to have an indefinite-life. Goodwill and indefinite-lived assets are not amortized. but are

subject to impairment testing.

The goodwill impairment test 1s performed at the reporting unit level. The Company s reporting unit 1s the
entity-level. The Company performs the annual impairment assessment for goodwill and indefinite-lived intangible
assets on the first day of the fourth fiscal quarter, or between annual tests 11 an event occurs or circumstances change that

would more likely than not reduce the fair value of the reporting unit below its carrying amount.

The. Company has the @ptlon to perform either the qualitative or the quantitative test. In the event a reportmg
unit fails the quahta ive test, it is required to perform the quantitative test. If the fair value of the reporting unit is less
than 1ts ca__;;:;.__mg value, the reporting unit will recogr 1z¢ an impairment for the lesser of either the amount by which the
reporting unit’s carrying amount exceeds the fair value of the reporting unit or the reporting unit’s goodwill carrying
value.

Definite-lived : ntanglble assets are tested for 1mpalrmcnt if an event occurs or circumstances change that
dicate the carrying value may not be recoverable.

Leases

The Company adopted ASU 2016-02, Leases (Topic 842) as of January 1, 2022. After the adoption of this
standard, the Company determines if an arrangement contains a lease at inception based on whether there is an identified




asset and whether the Company controls the use of the identified asset throughout the period of use. The Company
classifies leases as either operating or financing. The Company has operating and finance leases for office space and other
eqmpment R1 ght-of -Use ( ROU ) assets are 1eco gmzed at the lease commencemenl date and represem the Company S

walue of future lease payments over the remalnmg lease term Presem value @f 1ease payments 1S dlSClLlIl ed .b_ased. n_ the
Company’s incremental borrowing rate, when the interest rate implicit in the Company s lease is not readily determinable.

The Company’s operating lease ROU assets are measured based on the corresponding operating lease liability
adjusted for (i) payments made to the lessor at or before the commencement date, (ii) initial direct costs incurred and (ii1)
lease mcentives under the lease. Options to renew or terminate the lease are recogmzed as part of our ROU assets and
lease liabilities when 1t 1s reasenabl; certain the options will be exercised. ROU assets are also assessed for impairments
consistent with the Company s long-lived asset policy.

The Company does not allocate consideration between lease and non-lease components, such as mamtenance
costs, as the Company has elected to not separate lease and non-lease components for any leases within its existing classes
of assets. Operating lease expense for fixed lease payments 1s recognized on a straight-line basis over the lease term.
Variable lease payments for volume-based fees are not included in the measurement of the ROU assets or lease liabilities
and are expensed as incurred.

Business Combinations

The Company accounts for acquired businesses using the acquisition method of'accounting und'er ASC
803, Business Combinations (ASC 803), which requires that assets acquired and liabiliti
date of acquisition at their respective far values. The fair value of the consideration pa d 11101ud1ng contlngent
consideration, is ass1gned to the underlying net assets of the acquired business based on their respective fair values. Any
excess of the _pu.rch.as.e price over the estimated fair values of the net assets acquired 1s recorded as goodwill.

l1abilities assumed and in determmmg estlmates of ussful hves of long hvsd assets Falr valus dsten'nmatlons and ussful_
life estimates are based on, among other factors, estimates of expected future cash flows, estimates of appropriate
discount rates used to present value expected future net cash flows, and other factors. These judgments can materially
impact the estimates used to determine the acquisition date fair values to assets acquired and liabilities assumed and the
resulting timing and amounts charged to, or recognized in current and future operating results.

Any changes in the fair value of contingent consideration resulting from a change in the underlying inputs is
rscogmzed 1n other operatimg expenses (income) until the contingent consideration arrangement 1s settled. Changes m
the fair value of contingent consideration resulting from the passage of time are recorded within interest expense until
the contingent consideration is settled.

If the acquired net assets do not constitute a business under the acquisition method of accounting, the
transaction is accounted for as an asset acquisition and no goodwill is recognized.

Revenue recognition

Revenue 1s measured as the amount of consideration the Company expects to receive in exchange for providi ng a
service. dervices provided by the Comparw include health care performance improvement solutions, including patient
expenence member experience and caregiver engagement surveys, marketmg automation and reputation management
services (consumerism), as well as strategic advisory and consulting solutions. The Company also provides access 1o 1ts
technology (subscription revenue) and provides web-based market research streaming services. Sales and other taxes

collected from customers to be remitted to government authorities are excluded from revenue. The Company accounts for

contracts with customers by applying the requirements of Fiancial Accounting Standards Board (FASB) Accounting




fcllomn_g stc_pst_

«Identification of the contract, or contracts, with a customer

*Identification of the performance obligation(s)in a contract

*Determination of the transaction price

«Allocation of the transaction price to the performance obligation(s) in the contract

*Recognition of revenue when, or as, performance obligation(s) are satisfied

Classes of Revenue

The Company derives revenue primarily from five service lines:

The Company generates revenue primarily from sales of health care performance improvement solutions. The

Company assists its customers in gathering data, primarily through surveys, and aggregate, analyze and summarize the

information. The Company helps its customers interpret the results as well as submit results to regulatory authorities, if
applicable.

The Company s contracts gcncraﬂy have multi-year annual contractual terms. The Company generally mvoices
monthly in arrears but may also invoice on a quarterly or annual basis, with net 30 payment terms. The Company’s
agreements are generally non-cancelable

Marketing automation and reputation management services (consumerisn)

The Company generates revenue from the sales of marketing automation and reputation management services.
The Company assists its customers in creating a better customer experience by managing physician directories and
facility locations information as well as collect, review and analyze customer feedback.

Professional services, including strategic advisory and consulting solutions

The Company provides strategic advisory and consulting services. These services are distinct from survey
revenue Services.

Subscription revenue

The Company generates revenue from contracts with customers who purchase subscriptions to access the
Company's hosted market research platform. The subscription includes support, training, and onboarding services.
Customers do not have the right to take possession of the Company’s software at any time. Instead, customers are granted
access to the Company s plattorm over the contractual period.

Market research streaming services

The Company generates revenue from web-based streaming services,
Identification of Performance Obligations

obli gahcn Fcr contracts that ccntam more than one scparatcly 1dcnt1ﬁcd pcrformancc obhgatlcn thc total lransacucn
prlcc 18 allccatcd to thc 1dentified performance obligations based on the relative stand-alone selling prices of the

10



Determination of Transaction Price

~ Prices are fixed at contract inception; therefore, the Company’s contracts do not contain a significant amount of
variable consideration.

Allocation of transaction price

The transaction price 15 allocated to the separate performance obligations on a relative stand-alone selling price
basis.

Judgment 1s required when estimating standalone selling prices. The Company reviews the standalone selling
prices periodically or whenever facts and circumstances change to ensure the most objective input parameters available
are used.

Health care performance improvement solutions represent a series of distinet services as the Company contmually
provides access to and fulfills its obligation to the end customer over the contract term. The series of distinct services
represents a single performance obligation that 1s satistied over time. Accordingly, the fixed consideration related to health
care performance improvement solutions is generally recognized as revenue on a straight-line basis over the contract term,
beginning on the date that the service is made available to the customer.

Marketing automation and reputation management services represent a series of distinct services as the Company
continually provides access to and fulfills 1ts ¢ obhgatlon to the end customer over the contract term. The senes of distinct
services represents a single performance obligation that 1s satisfied over time. Accordingly, the fixed consideration related
to marketing automation and reputation management services is generally recognized as revenue over a straight-line basis

over the contract term, beginning on the date that the service 1s made available to the customer.

Revenue from professional services related to strategic advisory and consulting services 1s recognized as the
Services are perfonned and contract milestones are satisfied, as the customer consumes the benefit as the services are
provided.

Revenues from sub scrlptun services are recognized on a ratable basis over the contract term beginning on the
date that the Company s service is made available to the customer, which the Company believes best reflects the manner
in which the Company’s customers utilize the Comp any ’s subscrlptlon offerings. Arrangements with customers do not
provide the customer with the right to take possession of the software supporting the Company's solutions at any time and,
as a result, are accounted for as a service contract.

Revenue from web-based streaming services is recognized once the service has been performed and the customer
has consumed the benefit, at the end of the project

Judgment is required to determine whether revenue is to be recognized at a point in time or over time. All
Judgments and estimates mentioned above can signficantly impact the timing and amount of revenue to be recognized.

Contract Balances

-and annual 1NVOICE amounts asa centract asset. Contract assets are classﬁled as unbﬂled revenue on the cansohdaled
balance sheets. The Company classifies contract habihities as deferred revenue. Deferred revenue primanly relates to the
advance consideration received from the customer prior to the related performance obligation being fulfilled.

L



Disaggregation of Revenue

The tollowing table represents revenue by region based on the address of customers:

Year Ended December 31,

2022 2021
United States $ 663498 $§ 536,571
United Kingdom 10,188 -
[nternational _ 30,021 3,329
Total revenue “$ 703,707 $ 539.900

No single country outside of the United States accounted for 10% or more of revenue during the year ended
December 31, 2022 and 2021.

Deférred contract costs

The Company defers commissions and incentives, including payroll taxes, if they are incremental and recoverable
costs of obtamning a customer contract. Deferred contract costs are amortized over the estimated contract term. An

lmpamnent of deferred contract costs 1s recognized when the unamortized balance of deferred contract costs exceeds the
remaining amount of consideration the Company expects to receive less than the expected future costs directly related to
providing those services. Deterred contract costs are included 1 prepaid expenses and other assets and other non-current
assets on the consolidated balance sheet. As of December 31, 2022, the current and non-current portion of the deferred
contract costs were $9.4 million and $2.6 million, respecmelv As of December 31, 2021, the current and non-current

portion of the deferred contract costs were $4.2 million and $2.1 million, resp;_ectwely

Derwatives

The Company uses dertvative financial mstruments to manage nsks associated with mterest rate fluctuations.
The Company records all derivatives on the consolidated balance sheet at fair value. The fair value of interest rate swaps
is determined by estimating the net present value of amounts to be paid under the agreement offset by the net present
value of the expected cash inflows based on market rates and associated yield curves. For derivative contracts with the
same counterparty where the Company has a master netting arrangement with the counterparty, the fair value of the
asset/liability 1s presented on a net basis within the consolidated balance sheets.

of futu:re cash pavments assomated w1th 1ts varlable rate debt The effectwe portlon of changes n falr walue of cash ﬂow
hedges are recorded in accumulated other comprehensive income (loss) within the consolidated balance sheets and are
subsequently reclassified into eammgs in the period for which the hedged forecasted transaction affects camings. The

meffective portion of the changes in fair value of the dervatives is recognized directly into earnings.

Equity-based compensation
Equity awards

The Company measures the total amount of employee equm -based compensation expense based on the grant
date fair value of each award. The fair value of the award with service based vesting conditions that 1s ultimately
expected tovest 1s recogmzed as expense over the requisite service periods in the Company s consolidated statements of
comprehenswe loss using the straight-line method. For awards with performance and market based vesting conditions,
the fair value of the award that 1s ultimately expected to vest 1s recognized as expense if the performance based vesting
conditions are deemed probable.

';Company __



Phantom equity awards

The Company measures and recognizes compensation expense for phantom equ1ty-based awards based on the
fair value of the awards each year until settlement. The fair value of such awards with service based vesting conditions
that 1s ultimately expected to vest 1s recognized as expense over the requisite service periods in the Company’s
consolidated statement of comprehensive loss using the straight-line method. For awards with performance and market
based vesting conditions, the fair value of the award that is ultimately expected to vest is recognized as expense if the
performance based vesting conditions are deemed probable. All awards are paid out 1 cash upon vesting at the
discretion of the Ultimate Parent in accordance with the grant agreement. The fair value of the phantom equity awards is
recognized as a liability on the balance sheet with changes to fair value each vear being recognized in the statement of
comprehensive loss. The liability as of and the change 1n fair value of the phantom equity awards during the year-ended
December 31, 2022 were immaterial.

Foreign currency translation

Assets and liabilities of foreign subsidiaries are translated into US dollars at period-end exchange rates. Income

and expense accounts of foreign subsidiaries are translated mto US dollars at the average exchange rates for the period.
The net exchange gams and losses arising from the translation are reflected as a component of currency translation within

Other comprehensive income (loss). The cumulative foreign currency translation was $13.9 million and $- as of December
31,2022 and 2021, respectively.

Foreign exchange transaction gains and losses associated with the revaluation of balance sheet amounts
denominated n a foreign currency are mmcluded m other income (loss) m the consolidated statement of comprehensive loss
and were immaterial for the years ended December 31, 2022 and 2021.

Income Taxes

The Company accounts for mcome taxes using the asset and liability approach. Under this method, deferred tax
assets and liabilities are determined based on differences between financial reporting and tax basis of assets and
habihties and are measured using the enacted tax rates and laws that are expected to be in effect when the differences

reverse. Deferred tax assets are also recognized for the estimated future effects of tax loss canyfomards The effect on
deferred taxes of changes in tax rates 1s recognized in the period in which the revised tax rate is enacted.

The Company recognizes interest and penalties related to unrecognized tax benefits within selling, general and
administrative expense in the consolidated statement of comprehensive loss. Accrued nterest and penalties are included

in accrued expenses and other habilities and other non-current liabilities in the consolidated balance sheets.

Fair value

Certain assets and liabilities are required to be recorded at fair value. The estimated fair values of those assets
and liabilities have been determined using market information and valuation technigues. Observable inputs reflect
market data obtamed fmm mdependent sources, Whﬂe unob servable mputs reflect the Company’s market assumptions.

Level 1  Quoted prices for identical instruments in active markets

Level 2 Quoted prices for similar instruments in active markets; quoted prices for identical or
similar instruments in markets that are not active; and model-derived valuation in which
all sigmificant inputs and significant value drivers arc observed in active markets

Level 3 Valuations derived from valuation techmques in which one or more 31gmflcant mputs or
significant value drivers are unobservable

I3



In June 2016, the FASB issued ASU 2016-13 “Financial Instruments — Credit Losses (Topic 326):
Measurements of Credit Losses on Financial Instruments”, along with amendments 1ssued in 2018, The standard requires
the measurement and recognition of expected credit losses for financial assets held at amortized cost. The Company will
adopt this guidance effective January 1, 2023 and does not expect it to have a material impact on its consolidated

financial statements.

In December 2019, the FASB 1ssued ASU 2019-12 “Income Taxes™ (Topic 740) — “Simphitying the Accounting
for Income Taxes.” The ASU clarifies and simplifies the accounting for income taxes by el mmatmg certain exceptions
:?o:r intra-peri'od tax al ocatton pnnolplos updatmg tho methodology for oalculatmg Income tax ratos mn L an mtonm porlod

Company wﬂl adopt thls guldance offoctwo J anuary 1 2023 and doos not oxpoct 1t to have a materlal lmpact on 1ts
consolidated financial statements.

In December 2022, the FASB issued ASU 2022-06 "Reference Rate Reform” (Topic 848) "Deferral of the
Sunset Date of Topic 848", which deferred the sunset date of Topic 848 from December 31, 2022 to December 31, 2024
Toplo 848 prowdos opttonal practlcal oxpodtonts and olootlons whon aocountmg for contracts hodgmg rolatlonshlps and

stand_ard___ was offoc 1VE upon 1Ssuance and the Company may apply tho optlonal practlcal expodlonts and oloctlons n
Topic 848 prospectively through December 31, 2024,

Recently issued and adopted accounting pronouncements

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). This standard requires the recognition of
a right-of-use assct and lease liabi lity on the balance sheet for substantially all leases. The standard retained a dual model
for lease classification, requiring leases to be classified as finance or operating lease to determine recognition in the
statement of operations and cash flows. Additionally, in July 2018, the FASB issued ASU 2018-11, Leases, Targeted
Impmvements which provided entities with a transition method option to not restate comparative Jorlods presented, but
to recognize a cumulative effect adjustment to beginning retained oamings in the period of adoption. The Company
elected the moditied retrospective transition method and did not restate prior comparative periods. The standards also
provide additional transition relief, of which the Company has elected to (1) not reassess whether any expired or existing
contracts are or contain leases, (2) retain the classification of leases (e.g., operating or finance lease) existing as of the
date of adoption, (3) not reassess mitial direct costs for any existing leases, and (4) not utilize hindsight when assessmng

lease term and ROU asset impairment. The guidance is effective for nonpubhc companies for fiscal years beginning after
December 15, 2021. The Company adopted this standard as of January 1, 2022. See Note 9.

3. Property and Equipment

Property and equipment, net consisted of the following:
December 31,

_ 2022 _ 2021
Furniture, fixtures, and leaschold improvements $ 11,985  § 9,304
Office equipment 29323 10,495
Office equipment held under capital lease 10,053
Computer equipment and software 239,804 187,700
Building 22858 l:_ﬂ? 8
Subtotal 303,970 233,030
Less: Accumulated depreciation (173,955) (114,076)
Less: Accumulated amortization of office equipment held under capital leases - (6,697)
Subtotal $ 128015 % 112251
Software development and construction in progress _ 331 16,906
Property and equipment, net $§ 128346 § 129163
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The Company recorded depreciation and amortization expense of $62.5 million for the year ended December
31, 2022, The Company also recorded a loss of $1.9 million for the year ended December 31, 2022 related to abandoned
software projects.

under eaprtal lease) ef $59 7 mrlhen fer the year errded December 31 2021

The Company capitalizes internal development costs related to software hosting arrangements that are service
contracts Such caprtahged costs are recorded Wrthm prepard experrses arrd other assets on the consohdated balance

December 31,
2022 _ _ 2021
Capitalized internal development costs $ 28.464 $ 23.374

Less: Accumulated amortization (24.229) (17,293)
Capitalized internal development costs, net $ 4235  § 6,081

Summary ef Sl gnrfrcarrt acceuntrng polreres

The following 1s a reconciliation of the fair valuation measurements that use significant unobservable mputs
(Level 3), which consist of contingent consideration liabilities related to the Compass Midco Limited (Forsta),

NextPlane Solutions LLC, Strategic Management Decisions, LLC, Health Performance Group (Doctor.com,) and
Healthgrades acquisitions;

Balance at January 1, 2021 $ 35,365
Additions —
Fair value adjustments 1,980
Payments _ (4,500)

Balance at December 31, 2021 32,845
Additions 43811
Fair value adjustments (30,090)
Payments (15 116)

Balance at December 31, 2022 31,450
Less: current portion 31 _450

Total contingent consideration payable, excluding current portion 3 —

The fair value of the contingent consideration is based on a real option approach, which takes into account
management’s best estimate of the acquired business performance as well as achievement risk. The Company assesses
the projected results for each of the acquisitions in comparison to the earnout targets and adjusts the liability accordingly.

During the year ended December 31, 2022, the increase in contingent consideration payable was associated
with the acquisition of Compass Midco lerted (“‘Forsta '), Refer to Note 5 tor additional information. The performance
assumptions associated with the Compass Midco Limited (“Forsta™), Health Performance Group (Doctor.com),
Healthgrades and Next Plane Solutions LLC acquisitions were revised, resulting in $23.1 million, $10.5 million, $1.8
million and $1.3 million fair value adjustments, respectively. Fair value adjustments are recorded within Other operating
expenses (income) on the consolidated statement of comprehensive loss. ' '
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5. Business Combinations

Compass Midco Limited

On Aprﬂ 26, 2022, Press Ganey Associates LLC and Azalea Parent Holdings LP completed an acquisition of
100% of the equity nterest ef Compass Midco Limited (“Forsta™). Forsta is a leading global provider of market
research, customer experience and employee experience technology. The acquisition allows the Company to expand into
New geo graphres and 1ndustries with highly complementary market research and technology that will coordinate

seamlessly with the Company’s existing healthcare solutions.

The total purchase price of the acquisition was $809.5 milli
payment of $472.3 million, 1ssuance of equity interest in the Ultima

on. The purchase price was settled through a cash
e Parent valued at $291.0 million as of the

acquisition date, future 1ssuance of equity mterest in the Ultimate Parent valued at $43.8 million as of the acquisition

date (“the earnout or’ con mgent censrderatren ) and settlement ef a pre-exrstmg relatrenshrp of $2 4 mrlhon Tre

revenue targets for the year enchng ]ecember 31 2022 We estrmated the farr Value ef the ccntrrlgerl cer_l_srderatren _
using a real option approach. The fair value measurement is based on significant inputs not observable in the market and
thus represents a Level 3 measurement as defined by ASC 820. Refer to Note 4 for: changes made to the contingent

consideration liability throughout the year.

The cash portion of the purchase price and acquisition related costs were funded using the proceeds from the

issuance of new debt and additional withdrawals on our revolving credit facility. Refer to “Note 7: Long term debt” for

more mformation.

The followmg table summarizes the estimated fair value of the assets acquired and habilities assumed at the
acquisition date. The inputs for determining fair value of the intangible assets are largely based on management’s

judgements and are not generally observable in active marke
measurements 1n the fair value hierarchy. The mitial account

ts, the Compar

mg for this acc

y considers such inputs to be Level 3
uisition 1s-constdered prehmmary and 18

subject to adjustments on receipt of additional information relevant to push down the purchase price allocation tothe
legal entities acquired and complete the opening balances for the income tax accounts.

Cash

Accounts receivable
Unbilled revenue
Prepaid expenses
Property and equipment
Other assets

Intangible assets

Total identifiable assets acquired
Accounts payable
Accrued expenses
Deferred revenue

Other liabilities
[ncome taxes pavable
Deferred tax habrhtres

._Net .1dent.1ﬁables ass_e;ts _acq uir ed
Goodwill
Net assets acquired

'The _ C'ompany reeerded $4—’98 5 milhon of geodwi]l

‘_ax__purp_oses._

The goodwill'

16

$ 35,442
28 544-

436

R.058

1.872

7.718

390.617

472,687
(6,373)
{33.793)
(33,296)
(5,898)
(2,111)
(80,252)
(161,683)
311,004

498 488

s primarily attributed to expected synergies

ion of goodwill to be deductible for income



The 1dentified intangible assets were related to trade name, Decipher technology, Horizons technology,
Qualitative technology and customer relationships, which have amortization periods of 9 vears, 9 years, 13 years, 12
years and 13 years, respectively, and a total weighted average amortization period of 12.3 years,

Transaction expenses of $9.5 mullion relating to the purchase are included mn selling, general and admunistrative
expenses for the year ended December 31, 2022,

Idea Holdings, LLC

On July 135, 2022, Press Ganey Associates LLC completed an acquisition of 100% of the equity interest of Idea
Holdings, LLC * —Iello [enite™). The total purchase price of the acquisition was $5.0 mﬂhon, which was settled through
a cash payment. Hello Ignite pI‘OWd@S crowd sourcmg software which enables companzes to collect, share and manage
innovative ideas from employees to improve experiences for customers.

The following table summarizes the estimated fair value of the assets acquired and liabilities assumed at the

acqms:ltlon date The mputs for determmmg fa,lr walue of the in' anglb e assets arc. largely based on management S

a}CGQLlﬂtS |

Cash $ 298
Accounts receivable 4l
Intangible assets | 4,355
Total identifiable assets acquired ' 4,744
Accounts payable (23)
Deferred revenue | (277)
Total identifiable liabilities assumed _ (300)
Net identifiable assets acquired 4,444
Goodwill 517
Net assets acquired S 4,961

The Company recorded $0.5 million of goodwill. The goodwill is primarily attributed to expected synergies
from combming operations. The Company expects approximately $0.5 million of goodwill to be deductible for income
tax purposes.

The 1dentified intangible assets were related to technology and customer relationships, which have amortization
periods of 7 years and 7 years, respectively.

Symphony Health Platforms

On May 25, 2021, Press Ganey Associates LLC completed an acquisition of 100% of the equity interest of
Symphony Performance Health Holdings, Inc. ("5PH”). SPH provides regulatory and elective surveys, call center
outreach, consulting and anal; tic app. lications to health plans, accountable care organizations, healthcare providers and
payer and organizations. " The acquisition enhances the Company s sute of health care performance improvement
solutions.

The total purchase price of the acquisition was $401.9 million. The purchase price was settled through a cash
payment of $351.9 million as well as through issuance of equity interest in the Ultimate Parent valued at $50.0 million as
of the acquisition date.
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- Thefollowmg table summarizes the allocation of purchase price to the fair value of the assets acquired and
liabilities assumed for SPH:

Cash 5 13,043
Accounts receivable 10,844
Prepaid expenses 1,266

Unbilled revenue 3.179

Property and equipment 3. 053

Intangible assets 220,784

Other assets 164
Total identifiable assets acquired ' 252,338
Accounts payable (1,289)
Accrued expenses (7,529)
Deferred revenue (6,169)
Other liabilities (4,292)
Deferred tax habilities {39,082)
Total identifiable liabilities assumed _ (58,361)
Net identifiable assets assumed 193,977
Goodwill _ 207,972

Net assets acquired \) 401,949

The Company recorded $208.0 million of goodwill. The goodwﬂl 1S prlmarﬂy attributed to expected synergies
from combining operations. The Company expects approximately $9.6 million of goodwill to be deductible for income

tax purposes.

non- cempetltmn agreements wh:tch hawe a:mort zatlon perlods of 5 years 5 years 5y Vears 15 years and 3 yea:rs
respectively, and a total weighted average amortization period of 12.9 years.

Transaction expenses of $2.1 million relating to the purchase are included m selling, general and administrative
expenses for the year ended December 31, 2021.

6. Goodwill and intangible assets
Goodwill

The following is a summary of the activity in goodwill:

Balance as of January 1, 2021 $ 2,582,955
Acquisition of SPH 207,972
Final purchase price allocation adjustments for 2020 acquisitions (1,982)

Balance as of December 31, 2021 ' 2,788,945
Acquisition of Forsta 498,488
Acquusition of Hellolgnite 517
Foreign currency translation (8,779)

Balance as of December 31, 2022 $ 3,218,171

As of October 1, 2022, the Company performed its annual impairment review and concluded the fair value
exceeded the carrying value of 1ts reporting unit. There were no events or circumstances from the date of the assessment
through December 31, 2022 that would affect this conclusion.
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Intangible assets, net
The gross carrying amounts and accumulated amortization of the Company s intangible assets were as follows:

December 31, 2022 | December 31, 2021
Average Gross Net Average Gross Net

Remaining  Carrying Accumulated Carrying Remaining Carrying Accumulated  Carrying

Usetul Lite _Amount  Amortization _Amount  Useful Life  Amount  Amertization Amount
Trade name (indefinite life) — 8 506000 % —  § 506,000 — % 506,000 $ — $ 506,000
Trade name (finite life) 6.4 63,917 (11,135) 52,782 4.3 24,460 (3.154) 21,306
Customer contracts 2.9 11,118 (4,700} 6,418 3.9 11,118 - (2ATD 8.641
Customerrelationships 11.8 1,950,110 (382,588) 1,567.522 12.8 1,715,694 (255,902 1,459,792
Proprietary technology 70 233,299 (03,200) 170,399 2.0 LLfa i) (32.839) 84,430

Database 1.9 121,100 (70.196) 44,904 29 121,100 (51.976) 69,124
Other 1.0 2,499 (1,104) 1,395 2.0 2,512 (917) 1,655

32888343 5 (538.923) $2.349420 $2498259 §_(347.285) S2150974

The Company recorded amortization expense of $191.6 million and $161.7 million for the year ended

December 31, 2022 and 2021, respectively. The Company cannot reliably determine the pattern for which 1t derives the

’aeneﬁt of 1ts mtanglble assets. As such, the Company amortizes its intangible assets using the straight-line method over

The estimated annual amorfization expense 1n each of the next five years 1s as follows:

2023 $ 202,727
2025 171,760
2026 130923
2027 147 279

7. Long—term, debt

As of December 31, 2022 and 2021, the Company s long-term debt consisted of the following:

December 31

2022 2021

Term Loan Facilities:

First Lien Term Loan $ 1208578 § 1221819

First Lien Second Amendment Term Loan 354,157 357,752

First Lien Third Amendment Term Loan 397.000 -

Second Lien Term Loan 452,500 452,500
Revolvin g line of credit:

Revolving line of credit 170,000 30,000
Finance lease obligations 34,528 —
Long-term debt before discount 2,617,560 2,062,127

Less: Unamortized deferred financing fees (35.215) (36.,442)

Less. Unamortized original issue discount (7,811 (5,926)
Total long-term debt 2.574 534 2.019.759

Less: current maturities (23,787) (16,100)
Total long-term debt, excluding current maturities $ 2550747  §$ 2,003,659
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As of December 31, 2022, future contractual maturities of long-term debt, excluding finance lease obligations.
were as follows:

2023 § 20,096
2024 190,096
2025 20,096
2026 1,900,244
Thereafter 452,500
Total debt $ 2,583,032

The Company entered into a First Lien Credit Agreement ( “First Lien Agreement™), dated July 25, 2019. The
First Lien Agreement provided a new term loan facility 1n an aggregate principal amount of $1,250.0 mﬂhon (“First Lien
Term Loan”) and a new revolving credit facility of $250.0 million (“Rewlwng Credit Facﬂlty”) The First Lien
Agreement also provided an incremental credit facility (“Swing Line Loan™). The debt was issued with an original issue
discount of $6.3 million. Deferred financing fees of $35.8 million were also capitalized in connection with the First Lien
Agreement. The interest rate applicable to the First Lien Term Loan 1s also based on, at the borrower’s optlon (1) a
fluctuating rate of interest determined by reference to an ac ljusted base rate (“ABR ") plus an apphcable marginor (i1) a
Eurocurrency rate (“LIBOR”), plus an applicable margin. The applicable margms fluctuate dependmg on the Company’s
Net Leverage Ratio, as defined in the First Lien Agreement. The applicable ma:rgm for the ABR and LIBOR calculations
are 2.50% and 3.507%, respectively, as of December 31, 2022. The Company 1s required to repay the outstanding
prmmpa.l amount of the First Lien Term Loan in equal quarteﬂy amounts of $3.1 million, commencing on December 31,

2019. The remaining First Lien Term Loan balance will be due upon maturity on July 25, 2026.

On October 6, 2020, the Company entered 1 into the First Amendment which provided an incremental term loan
facility 1 an aggregate pr1nc1pa1 amount of $180.0 million (“First Lien First Amendment”), that matures on July 25,
2026. The First Lien First Amendment was issued with an ori ginal issue discount of $1.8 million. Deferred fmanc.mg
fees of $2.9 million were also capitalized in connection with the amendment. The interest rate applicable to the First
Lien Incremental Term Loan is based on, at the borrower’s option, (1) a fluctuating rate of mnterest determined by
reference to an adjusted base rate (“ABR ) plus an apphcable margin or (i1) a Eurocurrency rate (“LIBOR”), with a floor
of 0.75%, plus an applicable margm. The apphicable margms fluctuate depending on the Company 's Net Leverage Ratio,
as defined in the First Lien Agreement. The applicable margin for the ABR and LIBOR calculations are 3.00% and

4 O‘O% respec vely,,, as of December 31 2022 The Fu‘st Llen Incremental Term Loan 1S pavable n quarterly

On May 25, 2021, the Company repaid in full the remaining First Lien First Amendment Term Loan and
entered into the Second Amendment which provided a new term loan facility in an aggregate principal amount of $359.6
million (“First Lien Second Amendment”). The repayment and the new term loan facility were settled net. The First Lien
Second Amendment matures on July 25, 2026. The First Lien Second Amendment was 1ssued with an original 1ssue
discount of $2.1 million. Deferred fmancmg fees of $5.3 million were also capltal zed 1n connection with the
amendment. The interest rate applicable to the First Lien Second Amendment is also based on, at the borrower’s option
(1) a fluctuating rate of interest determined by reference to an adjusted base rate---(“‘ABR’”) plus an appllcable margin or
(i1) a Eurocurrency rate (“LIBOR™), with a floor of 0.75%, plus an applicable margin. The applicable margins fluctuate
depending on the Company 's Net Leverage Ratio, as defined in the First Lien Agreement. The applicable margin for the

ABR and LIBOR calculations are 2.75% and 3 75% respectively, as of December 31, 2022. The First Lien Second
Amendment is payable in quarterly installments beginning September 30, 2021. The remaining loan balance will be due
upon maturity.

As a result of the Second Amendment of the First Lien Credit Agreement, the Company recognized a loss on
extinguishment of debt of §1.4 million during the year ended December 31, 2021,
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On April 26, 2022, the Company entered mnto the Third Amendment which provided a new term loan facility 1n
an aggregate principal amount of $400.0 million (“First Lien Third Amendment™). The First Lien Third Amendment
matures on July 25, 2026, The First Lien Third Amendment was 1ssued with an original 1ssue discount of $3.8 million.
Deferred financing fees of $7.6 million were also capitalized in connection with the amendment. The interest rate
apphcable to the Frrst Lren Thrrd Amendment 18 a,lso based on, at the borrower S optron (1) a ﬂuetuatmg rate of interest

F mancmg ra.te t“SOF R”) w1th a ﬂeor ef O 7 b%j plus an a.pphcable margm The apphcable margm ﬂuctuates dependmg
on the Company’s Net Leverage Ratio, as defined in the First Lien Agree ment. The applicable margin for the ABR and
SOFR calculations are 2.75% and 3.75%. respectively, as of December 31, 2022, The First Lien Third Amendment 15
payable in quarterly installments beginning June 30, 2022. The remaining loan balance will be due upon maturity.

without penalty In addrtlen the Company 1S requlred 0 make addltlonal annual pnnc
excess cash flow (as determined by the Company’s Net Leverage Ratio, as defined in- he Flrst Llen Agreement) Excess
cash flow amounts less than the greater of $11.4 million or 5% of consolidated Adjusted EBITDA are not required to be

applied to pay down the First Lien Term Loan.

The mterest rate applicable to the Revolving Credit Facility 1s also based on, the borrower’s option, (1) a
fluctuating rate of interest determined by reference to an ac ]usted base rate (“ABR ) plus an applicable margin or (ii) a
Eurocurrency rate (“LIBOR™), plus an applicable margin. The applicable margms fluctuate depending on the Company’s
Net Leverage Ratio, as defined in the First Lien Agreement. The applicable margin for the ABR and LIBOR calculations

are 2.50% and 3.50%, respectively, as of December 31, 2022,

Unamortized deferred financing fees related to the Revolving Credit Facility were $2.2 million and $3.7 million
as of December 31, 2022 and 2021 respectwely and are included in other non-current assets in the consolidated balance

sheets.

An} outstanding balances on the Revolving Credit Facility will be due upon maturity on July 25, 2024. The
Company 1s charged a loan commitment fee for unused amounts on the Revolving Credit Facility. The loan commitment
fee was0.50% as of December 31, 2022 and 2021,

Second Lien Credit Agrfe:ememj

The Company entered into a Second Lien Credit Agreement (“Second Lien Agreement”), dated July 25, 2019
The Second Lien Agreement provided a new term loan facility in an aggregate principal amount of $452.5 million
Deferred financing fees of $12.1 million were capitalized in connection with the Second Lien Agreement. The Second
Lien Agreement matures on July 25, 2027. The interest rate on the Second Lien Agreement 1s a 9% fixed rate.

Debt covenants

At fiscal quarter-end, so long as the outstanding amount of the Revolving Credit Facility, Swing Line Loans

and Letters of Credit (excluding letters of credit to the extent cash collateralized and undrawn letters of credit) exceed
35% of the Revolving Commitment then in effect, the First Lien Net Leverage Ratio must not exceed 8.50:1.00.

Addltmnally the First Lien Ag reement contamns certain restrictive covenants limiting the Company 1n 1ts ability to mcur
additional indebtedness or liens, make certain investments or other restricted payments, enter into certain transactions
with affiliates, merge or ¢o; 1solidate with another entity, or dispose of certain assets. The Company is in comphance with

all debt covenants asof December 31, 2022 and 2021.

Other Information

The 're'cerded Values of the 'V‘a;riable rate tenn loans under the Company ’s credit agreements approximate fair
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Interest rate swaps

z'ts 6’(})08111’6 -to int-erest r'a‘i:e- movements To-- accomplii-sh this objective, the Company primarily uses mterest rate swaps as.

The Company s objective m using iterest rate derivatives 1s to add stability to mterest expense and to manage

Notional amounts and fair value of derivative instruments

The following table presents the notional amounts of the Company’s outstanding derivative instruments by
type:

December 31,
(in thousands) | 2022 2021
Designated Derivatives:
Interest rate swap contracts $ 850,000 5 850,000

'The foﬂowing--are -*the -pre-tax effects- of 'd-eriVat'ive;_instmm_ents_-on the consolidated statement of comprehensive
""" Amount of loss reclassified from other
comprehensive loss into income
” Year ended December 31,
_Statement of Operations Classification 2022 | 2021

Interest ra‘[e SWap. contl acts Interest expense $ 3.518 $ (10,102)

The amount of 1ncome to be reclassified to consolidated statement of operations within the next 12 months 1s
$20.1 million.

The followmg table presents the Company s gross assets and liabilities measured on a recurring basis and
classified as level 2 within the fair value hierarchy:

Derivative Assets | Derivative Liabilities
| December 31, December 31,
Balance Sheet Classification | 2022 2021 Balance Sheet Classification 2022 2021

Designated Derivatives:
Interest rate swap contracts Current portion of derivative-assets $ 20142 % - Current portion of derivative liabilittes ~ § - % 6,960
Interest rafe swap contracts Drerivative assets . = Denvative habilities 918
Total designated derivatives $ 20142 & - $ - ¥ 7,878

9. Leases
As part of the adoption of ASC 842 Leases, the Company elected the following practical expedients:

- Package of practical X pedients which eliminates the need to reassess (1) whether any expired or exi st'ng

contracts are or contain leases; (2) the lease classification for any explred or ex1st1ng leases; and (3) the initial
direct costs for any existing leases.

- The practical expedient whereby the lease and non-lease components will not be separated for all classes of assets.

- Not to recognize Right-of-use (ROU) assets and corresponding lease liabilities with a lease term of 12 months or
less from the lease commencement date.



For existing leases, the Company did not elect the use of hindsight and did not reassess lease term upon adoption.

The Company adjusted the opening ROU asset balance based on its remaining deferred rent liabilities. On January
1 2022 the Compan} recorded $28 4— mllhon n Qperatmg le-ase R.U assets (net of derecogmtlon of deferred rent of $4 2

adoptlon of T@p1c 842 as finance lease llablhues and the correspondmg ROU assets were already recorded on the
consolidated balance sheet under the previous guidance, Topic 840. The adoption did not materially impact the Company s
consolidated statements of comprehensive loss or cash flows.

Balance Sheet Location - December 31,2022

Operating lease assets Other non-current assets 5 31,618
Finance lease assets Property and equipment; net 35,202
Total lease assets S 66,820
Liabilities:
Current liabilities:
Current portion of operating lease liabilities Accrued expenses and other habilities  $ 8,516
Current portion of finance Tease liabilities Current portion of long-term debt 3,691
Non-current liabilities?
Operating lease Liabilities Other non-current habilities 27,294
Finance lease liabilities Long-term debt 30,837
Total lease liabilities $ 70,338

The components of lease cost for operating and finance leases are as follows as of December 31, 2022

Finance lease costs $
Amortization of ROU assets 3,998
Interest on lease liabilities 1334
Operating lease costs 9,533
Other lease costs -
'Vari-able lease COsts 104
Less: subleas.e ncome (666)
Total net lease costs 14,378
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Amortization of ROU assets is classified as Depreciation and amortization on the consolidated statement of
comprehensive loss. Interest on lease liabilities is classified as Interest expense on the consolidated statement of
Comprehensive loss. Operating”lease co-St -Other 1e-ase cost and Vanable lease cost are classified as Selling, general and

Supplemental cash flow mformation related to leases was as follows during 2022:

Cash paid for amounts included in measurement of lease obligations _
Operating cash flows from operating leases $ 9,621
Operating cash flows from finance leases 1,334
Fmaneing cash flows from finance leases 3.668
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The following table represents the weighted-average remaining lease term and discount rate as of December 31,

20221
Operating leases:
Weighted average remaining lease term (vears) 5.85
Welg ted average discount rate 4.62%
Finance leases:
Weighted average remaining lease term (years) 17.24
Weighted average discount rate 4.46%

of "D-eoember 3 1_ : 202’7 _

Opel atmg Finance
2023 $ 10042 5,136
2024 8.047 4,769
2026 4571 3727
2027 3,261 2,804
Thereafter 9630 30,461
Total future lease payments $§ 42424 § 50,729
Less imputed interest (6,614) (16,201)
Present value of lease liabilities 35810 343528
Lease liabilities, current 8,516 3.691
Lease liabilitics, non-current $ 27294 § 30837

.D.ec.e.mbcr X 1:. 202 1_

The Company recorded amortization of the assets under capital leases ot $2.8 million for the year ended
December 31, 2021. Amortization of the assets under capital leases 1s included 1n depreciation and amortization expense
on the c.:onsohdat@d statements of comprehensive loss.

In August 2019, the Company entered into a build-to-suit lease agreement for an office building in South Bend,
Indiana. As part of the lease agreement, the Company s landlord agreed to provide development and construction
services to construct the new facility and lease it to the Company. The Company was responsible for a portion of the:
construction costs and was deemed the owner of the building durin g the construction period Construction of the
building was substantially complete in March 2021 and the lease term commenced on April 1, 2021. The Company
classified the asset as property and equipment, net, and began depreciating it over its useful hfe of 27 years, the lesser of
the useful life of the asset and the lease period. The Company also had a liability due to the landlord of $13.0 million as

of December 31, 2021. The Company accounted for the lease payments as debt service payments on the liability.

Upon adoption of ASC 842, the Company derecognized the asset and liability, and the difference of $0.7
million was recognized as an adjustment to shareholder’s equity.




10. Defined Contribution Retirement Plan

~ The Company provides defined contribution plans to assist eligible employees m providing for retirement and
other future needs. Company contribution expense amounted to $6.9 million and $2.2 million in the years ended
December 31, 2022 and 2021, respectively.

11. Shareholder’s Equity
Equity-based compensation

On July 25, 2019, the Ultimate Parent of the Company created the Azalea Parent Holdings LP 2019 Class B
Unit Incentive Equity Pmn (the “Plan’ ) The Plan allows the C@mpam 1o issuc awards to emplovees of the Company.
Awards are i the mr’m of meentive umts. As of December 31, 2022, there were 172,338, 81,013 and 22,544 units of
Class B-1, Class B-2 and Class B-3, respectively, authorized amE remaining to be issued under the Plan.

On October 25, 2022, the Ultimate Parent @f thec Company created the Azalea Parent Ho d}_ngs LP 2022
Phantom Incentive Equity Plan (the “Phantom Plan™). The Phantom Plan allows the Company to issue phantom units to
emplovees of the Company that vest once required v ;cs_img conditions have been salislied. Phantom unils are notional
units that represent a right to reecrve payment as defined and as stipulated in the Phantom Plan and the grant agrecment.
As of December 31, 2022 there are no units of Phantom Class B-1, Phantom Class B-2 and Phantom Class B-3

authorized and mmammg _te;j be 1ssued under the Phantom Plan.

On October 25, 2022, the Ultimate Parent of the Company created the Azalea Parent Holdings LP Forsta Class
F Unit 2022 Phantom Incentive Plan (the “Forsta Phantom Plan™), The Forsta Phantom Plan allows the Company to
1ssue phantom units to emplovees of the Company that vest oncerequired v cg‘im g conditions have been satisfied. Forsta
phantom units are notional units that represent a right to recety e pa‘v ment as defined and as stipulated in the Forsta
?ham,@m Plan and the grant agreement. As of December 31, 2022, there were 26,859 and 80,596 units of Phantom Class

1 and Phantom Class F-2, respectively, authorized and r@mm-nmg to be issued under the Forsta Phantom Plan.

s;mam@m; c::hf mmm@hm’z SIVE 105@ f@f‘ ﬂ'}@ wm"g ﬁl’ldﬁd -m@mb@? 31 122 md 2 W

Year Ended December 31,
2022 2021

Cost of revenue g 09 3 1275
General and administrative 7.559 6,908

Total $ 7668 $ 8,183

Class B-1 units

Class B-1 units generally vest annually over a four-vear period based on continued employment. The following
table retlects the Class B-1 units activity dunng the year ended December 31, 2022:

Class B-1 Units

Weighted average
Units fair value

QOutstanding as of January 1, 2022 1501536 § 19.99
Granted 269,149 31.04
Exercised — _
Forfeited (89,913) 21.59
Cancelled - (86,012) 19.99

Outstanding as of December 31, 2022 1,594,760 $ 21.84

Exercisable as of December 31, 2022 863948 $ 2000

Expected to vest after December 31,2022 730,812  $ 24.09
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The average remaining contractual term of “the ClassB 1 units :iLs 6. 57 }ears at December 3‘1 2022 As of*

December 31,
'a;;ppjroximate_

Class B=2 and B-3 units

Class B-2 and Class B-3 units vest upon the achieve
he occurrence of an 1mitial public o

performance condition 1s t
the‘ COmpany"s imest()rs

ffer1

ment of perfonnance and market conditions.
ng, change m control or other transaction that allows
0 monetlze all Or a portlon of thelr mvestment The Company reviews progress toward the
the Ultimate Parent’s return on

The

1nvestment The Compam/ wﬂl reCognize equlty-based compensatlon expense wher the performance condition 18
probable, which will be upon the occurrence of one of the events listed above.

The following tables reflect the Class B-2 and B-3 units activity during the year ended December 31, 2022:

Outstanding as of January 1, 2022
Granted
Exermsed

E:e;pected t@-ve-st as r:}f

Outstanding as of January 1, 2022
Granted
Exercised
Forfeited
Outstanding as of December 31, 2022
Exercisable as of December 31, 2022

Expected to vest as of December 31, 2022

The average remaining contractual term of the Class B-2 and Class

2022 As of December 31 20

(amat

COIldlthIl 1S probable (upon the occurrence of

ely $18.4 million, whi

any of the above mer
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Class B-2 Units

Weighted average fair

Units value

[2.88
26.95
14.08
15.16

15.16

(101,697)
""""" 1,053818 §
%

1,053818 §

o S

Class B-3 Units

Welghted ay erage fair

’7"?1 098§
49821

(28, 240)
292679 $

3

B-3 units is 6.57 years at December 31,
the Com pany has unrecogmzed stock-based compensation expense related to non-

ch will be recognized once the performance

tioned events).



Phantom Class B-1 units

Phantom Class B-1 units generally vest annually over a four-year period based on continued employ ment. The

following table reflects the Phantom Class B-1 units activity during the vear ended December 31, 2022

Phantom Class B-1 Units
Weighted average fair
Units value

Outstanding as of January 1,2022 — % i
Granted 78 982 31.04
Exercised — -
Forfeited — _
Cancelled _ _
Outstanding as of December 31, 2022 78,982 $ 31.04
Exercisable as of December 31, 2022 —  $ —

Expected to vest after December 31, 2022 78982 $ "

The average remaining contractual term of the Phantom Class B-1 units is 9.82 years at December 31, 2022. As
of December 31, 2022, the Company has unrecognized compensation expense related to non-vested units of
approximately $2.5 million, which will be recognized over the remaining weighted-average vesting term of 3.40 years.

Phantom Class B-2 and Phantom Class B-3 units

Phantom Class B-2 and Phantom Class B-3 units vest upon the achievement of performance and market
condi‘lions The perft)rmance condiiion is the occurrence of an 1n1t1al pubhc; offenngﬂ change n control or @ther

pmgress toward the attainment of the performance cnterla e gularlv The market cond mon 1S based on the Ultlmate
Parent’s return on mvestment. The Company will recognize compensation expense when the performance condition 1s
probable, which will be upon the occurrence of one of the events listed above.

The following tables reflect the Phantom Class B-2 and Phantom Class B-3 units activity during the year ended
December 31, 2022

Phantom Class B-2 Units

Weighted average fair value

Units

Qutstanding as of January 1, 2022 — % i
Granted 52,650 26.95
Forfeited _
Qutstanding as of December 31, 2022 ' 52, 650 $ 26,95

Exercisable as of December 31, 2022 | — 3 -
Expected to vest as of December 31, 2022 _ 52650 $ 26.95

Phantom Class B '3 Um't's

Qutstanding as of January 1, 2022 — $ |
Granted 14,624 1948
Exercised — .
Forfeited — ;

Outstanding as of December 31, 2022 _ 14624 $ 1948

Exercisable asof December 31, 2022 — 8 _
Expected to vest as of December 31, 2022 14624 § 19.48
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The average remaining contractual term of the Phantom Class B-2 and Phantom Class B-3 units 1s 9.82 years at
December 31, 2022. As of December 31, 2022, the Company has unrecognized compensation expense related to non-
vested Phan‘tom Class B-2 and Phantom Class B-3 units of approximately $1.7 million, which will be recognized once
the performance condition is probable (upon the occurrence of any of the above mentioned events).

Phantom Class F-I units
Phantom Class F-1 units generally vest annually over a four-year period based on continued employment.
The following table reflects the Phantom Class F-1 umts activity during the year ended December 31, 2022:

Phantom Class F-1 Units

Weighted average fair
Units o value

QOutstanding as of January 1, 2022 — —
Granted 128,433 74.07
Exercised - —
Forfeited — —
Cancelled _ — e
Outstanding as of December 31, 2022 128433 74.07
Exercisable as of December 31, 2022 N —
Expected to vest after December 31, 2022 128433

\

The average remaining contractual term of the Phantom Class F-1 units is 9.82 years at December 31, 2022, As
of December 31, 2022, the Company has unrecognized compensatlon expense related {o non-vested units of
approximately EB9 5 mﬂhon. which will be recognized over the remaining weighted-average vesting term of 3.40 years.

Phantom Class F-2 units vest upon the achievement of performance and market conditions. The performance
condition 1s the occurrence of an imitial public oftering, change m control or other transaction of the overall Company or
commercial business that allows the Company s investors to monetize all or a portion of their investment, The Company
revIews progress toward the attainment of the performance criteria regularly. The market condition is based on the
Ultimate Parent’s return on investment. The Company will recognize compensation expense when the performance
condition 1s probable, which will be upon the occurrence of one of the events listed above.

The following tables reflect the Phantom Class F-2 units activity during the year ended December 31, 2022:

Phantom Class F-2 Units

‘Weighted average fair
2nits o value

Qutstanding as of January 1, 2022 - g
Granted 385,288 7261
Exercised _ _
Forfeited — —
Cancelled — —

Outstanding as of December 31, 2022 385,288

Exercisable as of December 31, 2022 —

Expected to vest after December 31, 2022 385,288

& o5 o5

The average remaining contractual term of the Phantom Class F-2 1s 9.82 years at December 31, 2022. As of
December 31, 2022, the Company has unrecogmzed compensation expense related to non-vested Phantom Class F-2

units of approxnnately $28.0 million, which will be recognized once the performance condition 1s probable (upon the
occurrence of any of the above mentioned events)
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Fairvalue

- The fair value of the Class B-1 units vested during the vears ended December 31, 2022 and 2021 15 $17.3
million and $12.1 mallion, respectively.

Welghted -av erage assumptlons used in valuatlon model were as follows

Year ended December 31,

2022 2021

Expected volatility 45.0% 30.0%
Expected term (in years) 4 6
Risk-free interest rate 2.07 0.58
Expected dividend yield e e
Marketability discount 28.0% 28.0%

The Monte Carlo simulation-based option valuation model was used to calculate the fair value of the Forsta

Phantom Plan units. The weighted-average assumptions used under the Monte Carlo simulation-based option valuation
model were as follows:

Year ended December 31,
2022

Expected volatility 64.0%
Expected term (1n years) 4
Risk-free interest rate 4 40
Expected dividend vield —
Marketability discount. 30.0%

For all valuation models, expected volatility was based on comparable companies” volatility. The risk-free
interest rate was derived from the constant maturity treasury curve for a term matching the expected life of the award.
The results of the valuations were adjusted to reflect the lack of marketability of the awards.

Equity contributions

Equity contributions during the year ended December 31, 2022 compr se predominately of 1ssuance of equity
interest of $291.0 million by the Ultimate Parent in connection w1th the acquisition of Forsta as discussed in “Note 5:
Business combinations™. Equity contributions during the year ended December 31, 2021 comprise of proceeds of $169.8
million from the issuance of preferred stock by the Parent and issuance of equlty interest of $50.0 million b} the
Ultimate Parent in connection with the acquisition of SPH as discussed in “Note 5: Business combinations”.




12. Income taxes
Income tax benefit for the year ended December 31, 2022 and 2021, consist of the following:

Current  Deferred Total

Year ended December 31, 2022
U.S. federal $ 927 § (35,723) § (34,796)
State and local 2,437 (39.818)  (37.381)
Foreign _ 135 (833) (700)

$ 3499 $ (76376) $ (72.877)

Year ended December 31, 2021

U.S. federal $ — § (36,374) § (36,374)
State and local 602 6,761 7.363
Foreign — — -

Income tax benefit differed from the amounts computed by applying the U.S. federal income tax rate of 21% to
loss before mcome taxes as a result of the following:

Year ended Year ended
December 31, 2022 December 31, 2021
Tax at federal statutory rate $ (39792 § (35,937)
State and local income taxes, net of federal benefit (7,901) (8,126)
Elfect of state rate changes (21,070) 13,761
Non-deductible fair value adjustments to contingent consideration (6 091) 326
Other, net 1,977 965

$ (8 0§ (29011

Th@ tax effects of temporaw dlfferences that gwe rise to 51gmf1c ant portions of the deferred tax assets and

Deferred tax assets: _

Accounts recetvable $ 472§ 314

Accrued liabilities 3,163 5.946

Deferred revenue 3.502 —
Net operating loss carryforward 42,102 47,735
Derivative liabilities = 2,042
Lease liabilities 17.704 —
Build-to-suit lease liability — 3,742
1630) Intsrest eXpense carry forward 592’73 32,202

Valuatmn allowance 2 209)

Total deferred tax assets, net 124007  91.948

Deferred tax habilitics:
Property and equipment 12,689 24,622

Intangible assets and goodwill 574.422 543.017
Dertvative assets 5,012 —
Right of use assets 16,515 -
Other 3,798 2.087
Total gross deferred tax liabilities 612436 569,726

Net deterred tax liabilities $ 48R.429 5$ 477,778
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| The Company has gross U.S. federal net operating loss carryforwards in the amount of $106.1 million and
$167 '2 m‘illion at )ecember 31 2022 and 2021 respect'wl} Of these amounts $SO 1 mllhon a.nd $48 5 mllhon have a

3._1_ ?__:_2;02_2_ and_.ZOZl_ﬁ respectwely ._ T.hese net oper_atmg_ losses WIH explre between 20.34 throu_gh _2047.

'The Company has gross f‘oreign net operating loss carmf@mards at D‘ecember 31, 2022 of $6.6 million, $5.6
UK™), No.ma , Australia and Canada,
respectwely Qf these amounts the net operatmg lo SS carryfomards in the UK Norway and Australia have an indefinite
carryforward.

Accounting for income taxes requires that the Company reduce its deferred income tax assets by a valuation

allowance 1f, based on the weight of the available evidence, 1t 1s more likely than not that all or a portion of a deferred
tax asset mll_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 are deductible. Accounting for income taxes

requires that all evidence, both positive and negative, be evaluated to determine if the deferred tax asset is realizable.
The Company has determined that a valuation allowance is required against foreign tax credits, state credits, and various
foreign net operating losses of $2.2 million that are not more likely than not to be realized. The Company has determined

that it more likely than not it will be able to realize all of its other deferred tax assets.

The Company has not provided for deferred income taxes on the undistributed earmngs of non-US subsidiaries,
as it 1s the Company’s intention to indefinitely reinvest these earnings in non-US operations. A determination of the
amount of the hability 1s not practical for the Company to determine.

In the Ub, Global Intangible Low-Taxed Income (GILTI) imposes a tax on the GILTI earned by certain non-US
subsidiaries. The Company has elected to provide for the tax expense related to GILTI 1n the year the tax 1s incurred.

The Company recognizes a tax benefit from a tax position only if 1t 1s more likely than not to be sustained upon
examination based solely on the technical merits of the position. The amount of the accrual for which an exposure exists
is measured as the largest amount of benefit determined on a cumulative probability basis that the Company believes is

more likely than not to be realized upon ultimate settlement of the position.

The Company 1s subject to U.S federal income tax, foreign mcome tax and various state jurisdictions. Tax
regulations within each Junsd’ctlcm are sub]ect to the interpretation of the related tax laws and regulations and require
significant judgment to apply. The Company 1s potentially subject to mcome tax audits 1n numerous jurisdictions until
the applicable statute of limitations expires. The Company does not have any material uncertain tax positions as of
December 31, 2022, The following 1s a summary of tax years potentially subject to examination m the significant

Jjurisdictions in which the Company operates:

Tax years subject

Jurisdiction o to examination
United States (Federal) 2019-2022
United States (State) 2017-2022
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13. Commitments and contingencies

The Company 1s involved 1n various legal actions m the ordinary course of its operatlons Related reserves are
recorded when it 1s probable that liabilities have been incurred and the amount of loss can be reasonably estimated.
While 1t 15 not possible to predict the outcome of any of these proceedings. the Company s management has made an
assessment using known facts and circumstances and does not believe that any of these proceedings, individually or in

Company S results of operatmns or cash ﬂows in a partlcular perlod

14. Sl;lbsequent Events

the aggregate wﬂl hawe a matenal adverse effect on the Compam S fmancml posmon The Compam does not 3eliew

The Company evaluated subsequent events through April 28, 2023, the date the consolidated financial

statements were 1ssued.

On March 3, 2023, certain whc}lly owned subsidiaries of the Company entered into an agreement ( “Receivables

Facility”) to sell certain accounts receivable balances on a revolving basis, subject to a maximum funding -
million. On March 6, 2023, we borrowed $60.0 million on the Receivables Facility and used the proceeds
revolving credit f aCﬂlt}

imit of $80.0

to repay the

On March 17, 2023, the Company entered into the Fourth Amendment of its First Lien Credit Agreement
(“First Lien Fourth Amendment "). The amendment extends the maturity of the revolving credit facility to January 23,

2026, as well as modifies the benchmark from LIBOR to SOFR.



