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Forward-Looking Statements

This document contains “forward-looking statements” within the meaning of the Private Securities Litigation Reform
Act of 1995, Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. All
statements other than statements of historical fact are “forward-looking statements” for purposes of federal and state
securities laws, including, but not limited to, any projections of earnings, revenue or other financial items; any
statements of the plans, strategies and objectives of management for future operations; any statements concerning
proposed new services or developments; any statements regarding future economic conditions or performance; any
statements of belief; and any statements of assumptions underlying any of the foregoing.

99 ¢ 99 ¢l 9 ¢

Forward-looking statements may include the words “may,” “could,” “will,” “estimate,” “intend,” “continue,” “believe,” “expec
“anticipate” or other similar words. These forward-looking statements present our estimates and assumptions only as of

the date of this report. Except as required by the federal securities laws, we do not intend, and undertake no obligation,

to update any forward-looking statement.

Although we believe that the expectations reflected in any of our forward-looking statements are reasonable, actual
results could differ materially from those projected or assumed in any of our forward-looking statements. Our future
financial condition and results of operations, as well as any forward-looking statements, are subject to change and
inherent risks and uncertainties. Some of the key factors impacting these risks and uncertainties include, but are not
limited to:

risks related to our ability to raise capital;

our ability to retain key individuals, including our Chief Executive Officer, Warren Hosseinion, M.D.

the impact of rigorous competition in the healthcare industry generally;

- the impact on our business, if any, as a result of changes in the way market share is measured by third parties;

our dependence on a few larger payors;

whether or not we receive an “all or nothing” annual payment from the Centers for Medicare & Medicaid Services
(“CMS”) in connection with our participation in the Medicare Shared Savings Program (the “MSSP”);
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changes in Federal and state programs and policies regarding medical reimbursements and capitated payments for
health services we provide;

the overall success of our acquisition strategy in locating and acquiring new businesses, and the integration of any
acquired businesses with our existing operations;

industry-wide market factors and regulatory and other developments affecting our operations;

the impact of intense competition in the healthcare industry;

changing rules and regulations regarding reimbursements for medical services from private insurance, on which we
are significantly dependent in generating revenue;

changing government programs in which we participate for the provision of health services and on which we are also
significantly dependent in generating revenue;

industry-wide market factors, laws, regulations and other developments affecting our industry in general and our
operations in particular;

general economic uncertainty;

the impact of any potential future impairment of our assets;

risks related to changes in accounting literature;

the impact, including additional costs, of mandates and other obligations that may be imposed upon us as a result of
new federal healthcare laws, including the Patient Protection and Affordable Care Act (the “ACA”), the rules and
‘regulations promulgated thereunder, any executive action with respect thereto and any changes with respect to any of
the foregoing in the 115%™ Congress; and

ability to raise additional capital or borrow funds if our liquidity situation requires us to do so.

For a detailed description of these and other factors that could cause actual results to differ materially from those
expressed in any forward-looking statement, please see the section entitled ‘“Risk Factors,” beginning on page 29 of our
Annual Report on Form 10-K for the year ended March 31, 2016, filed with the Securities and Exchange Commission
(the “SEC”) on June 29, 2016.
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PART I FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

APOLLO MEDICAL HOLDINGS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDTED)

ASSETS

Cash and cash equivalents

Accounts receivable, net of allowance for doubtful accounts of $762,000 and
$601,000 at December 31, 2016 and March 31, 2016, respectively

Other receivables

Due from affiliates

Prepaid expenses and other current assets

Total current assets

Deferred financing costs
Property and equipment, net
Restricted cash

Intangible assets, net
Goodwill

Other assets

TOTAL ASSETS

LIABILITIES, MEZZANINE EQUITY AND STOCKHOLDERS' EQUITY
Accounts payable and accrued liabilities

Medical liabilities

Note payable, net of debt discount of $5,733

Lines of credit

Total current liabilities

Warrant liability
Deferred rent liability
Deferred tax liability
Total liabilities

December 31,

2016

$3,988,565
5,985,903

313,507
18,314
499,150
10,805,439

1,301,914
765,000
2,067,737
1,622,483
221,987
$16,784,560

$7,819,384
1,781,208
394,267
234,264
10,229,123

814,348
43,479
11,086,950

March 31,
2016

$9,270,010
3,392,941

581,213
20,505
293,828
13,558,497

37,926
1,247,973
530,000
2,353,212
1,622,483
216,442
$19,566,533

$4,572,307
2,670,709

188,764
7,431,780

2,811,111
728,877
43,479
11,015,247
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COMMITMENTS AND CONTINGENCIES AND SUBSEQUENT EVENTS

MEZZANINE EQUITY
Series A Preferred stock, par value $0.001; 5,000,000 shares authorized (inclusive of
Series B);
1,111,111 issued and outstanding
$- $7,077,778

STOCKHOLDERS' EQUITY

Series A Preferred stock, par value $0.001; 5,000,000 shares authorized (inclusive of

Series B);

1,111,111 issued and outstanding

Liquidation preference of $9,999,999 $7,077,778 $-

Series B Preferred stock, par value $0.001; 5,000,000 shares authorized (inclusive of

Series A);

555,555 issued and outstanding

Liquidation preference of $4,999,995 3,884,745 3,884,745
Common Stock, par value $0.001; 100,000,000 shares authorized, 6,033,518 and

5,876,852 shares issued and outstanding as of December 31, 2016 and March 31, 6,033 5,876

2016, respectively

Additional paid-in-capital 25,908,699 23,524,517
Accumulated deficit (33,090,937 ) (28,684,565)
Stockholders' equity (deficit) attributable to Apollo Medical Holdings, Inc. 3,786,318 (1,269,427 )
Non-controlling interest 1,911,292 2,742,935
Total stockholders' equity 5,697,610 1,473,508
TOTAL LIABILITIES, MEZZANINE EQUITY AND STOCKHOLDERS' EQUITY $16,784,560 $19,566,533

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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APOLLO MEDICAL HOLDINGS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

(UNAUDITED)

Net revenues

Costs and expenses

Cost of services

General and administrative

Depreciation and amortization

Total costs and expenses

Loss from operations

Other (expense) income

Interest expense

Change in fair value of warrant and conversion feature
liabilities

Loss on debt extinguishment

Other income (expense)

Total other income (expense), net

Loss before provision for (benefit from) income taxes
Provision for (benefit from) income taxes

Net loss

Net income attributable to noncontrolling interest

Net loss attributable to Apollo Medical Holdings, Inc.

Net loss per share:
Basic and diluted

Weighted average number of shares of common stock
outstanding:

Three Months Ended

December 31,
2016

$15,674,876
12,715,864
4,485,932
148,934

17,350,730

(1,675,854 )

(9,993 )
300,000

888

290,895
(1,384,959 )
99,516
(1,484,475 )

(248,231

2015

Nine Months Ended

December 31,

2016

2015

$10,659,708 $42,669,205 $32,233,441

8,463,541
3,510,045
145,594
12,119,180

(1,459,472 )

(100,983 )
430,396

(266,364 )
(100,344 )

(37,295 )
(1,496,767 )
36,196

(1,532,963 )

35,020,052
12,777,736
484,147

48,281,935

(5,612,730 )

(15,706 )
1,633,333

13,419
1,631,046
(3,981,684 )
(127,077 )

(3,854,607 )

) (152,648 ) (551,765 )

24,295,598
11,187,891
287,029

35,770,518

(3,537,077 )

(530,203 )
313,530

(266,364 )
94,431 )

(577,468 )
(4,114,545)
(57,251 )
(4,057,294 )

(642,050 )

$(1,732,706 ) $(1,685,611) $(4,406,372 ) $(4,699,344 )

$(0.29 )

$(0.31 )

$(0.74

) $(0.93 )

10
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Basic and diluted 6,033,518 5,365,563 5,991,260 5,031,389

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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APOLLO MEDICAL HOLDINGS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss

Adjustments to reconcile net loss to net cash used in operating activities:

Provision for doubtful accounts, net of recoveries
Loss on disposal of property and equipment
Depreciation and amortization expense

Deferred income tax

Stock-based compensation expense

Loss on debt extinguishment

Amortization of deferred financing costs
Amortization of debt discount

Change in fair value of warrant and conversion feature liabilities

Changes in assets and liabilities:
Accounts receivable

Other receivables

Due from affiliates

Prepaid expenses and other current assets
Deferred financing costs

Other assets

Accounts payable and accrued liabilities
Deferred rent liability

Medical liabilities

Net cash used in operating activities
Cash flows from investing activities:
Restricted cash

Property and equipment acquired

Net cash used in investing activities
Cash flows from financing activities:
Proceeds from issuance of preferred stock
Proceeds from lines of credit

Principal payments on lines of credit
Proceeds from note payable

Principal payments on note payable
Distributions to non-controlling interest shareholder
Repurchase of equity interests

Proceeds from the exercise of warrants

Nine Months Ended
December 31,
2016 2015

$(3,854,607) $(4,057,294)

160,633 196,000
6,938 -

484,147 287,029

- 9,193
844,273 179,290

- 266,364
37,926 77,787
1,147 (42,036 )
(1,633,333) (313,530 )
(2,753,595) (49,119 )
267,706 96,249
2,191 16,345
(205,322 ) (71,156 )
- 517,134
(5,545 ) (930 )
3,247,077 371,906
85,471 9,366
(889,501 ) 678,632
(4,204,394) (1,828,770
(235,000 ) -

(259,551 ) (165,980 )
(494,551 ) (165,980 )
- 10,000,000
145,500 -

(100,000 ) (1,000,000 )
400,000 -

- (6,527,500 )
(1,200,000) (595,418 )
- (251,852 )
172,000 -

12
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Net cash (used in) provided by financing activities (582,500 ) 1,625,230
Net decrease in cash and cash equivalents (5,281,445) (369,520 )
Cash and cash equivalents, beginning of period 9,270,010 5,014,242
Cash and cash equivalents, end of period $3,988,565 $4,644,722
Supplementary disclosures of cash flow information:

Interest paid $13,127 $499,015
Income taxes paid $13,702 $93.950
Supplementary disclosures of non-cash investing and financing activities:

Warrant liability issued in connection with preferred stock $- $2,922,222
Issuance of common stock on conversion of warrants $- $1,657,500
Issuance of common stock on conversion of convertible note $- $1,402,500
Tenant improvement allowance $- $659,360
Change in non-controlling interest ownership $- $338,032
Reclassification of derivative liability to equity $1,177,778  $-
Reclassification of mezzanine equity to permanent equity $7,077,778  $-

Release of non-controlling interest due to acquisition of BAHA $183,408 $-

Relative fair value of warrant included in debt discount $6,880 $-

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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APOLLO MEDICAL HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

1.Description of Business

Apollo Medical Holdings, Inc. (the “Company” or “ApolloMed”) and its affiliated physician groups are a patient-centered,
physician-centric integrated healthcare delivery company working to provide coordinated, outcomes-based medical

care in a cost-effective manner. ApolloMed has built a company and culture that is focused on physicians providing

high quality care, population management and care coordination for patients, particularly for senior patients and

patients with multiple chronic conditions.

ApolloMed serves Medicare, Medicaid and health maintenance organization (“HMO”) patients, and uninsured patients,
in California. The Company primarily provides services to patients who are covered predominately by private or
public insurance, although the Company derives a small portion of its revenue from non-insured patients. The
Company provides care coordination services to each major constituent of the healthcare delivery system, including
patients, families, primary care physicians, specialists, acute care hospitals, alternative sites of inpatient care,

physician groups and health plans.

ApolloMed’s physician network consists of hospitalists, primary care physicians and specialist physicians primarily
through ApolloMed’s owned and affiliated physician groups. ApolloMed operates through the following subsidiaries:
Apollo Medical Management, Inc. (“AMM?”), Pulmonary Critical Care Management, Inc. (“PCCM”), Verdugo Medical
Management, Inc. (“VMM”), ApolloMed Accountable Care Organization, Inc. (“ApolloMed ACO”), and Apollo Care
Connect, Inc. (“ApolloCare”).

Through its wholly-owned subsidiary, AMM, ApolloMed manages affiliated medical groups, which consist of
ApolloMed Hospitalists (“AMH”), a hospitalist company, ApolloMed Care Clinic (“ACC”), Maverick Medical Group,
Inc. (“MMG”), AKM Medical Group, Inc. (“AKM”), Southern California Heart Centers (“SCHC”), Bay Area Hospitalist
Associates, A Medical Corporation (“BAHA”) and APA ACO, Inc. (“APAACQ”). Through its wholly-owned subsidiary
PCCM, ApolloMed manages Los Angeles Lung Center (“LALC”), and through its wholly-owned subsidiary VMM,
ApolloMed manages Eli Hendel, M.D., Inc. (“Hendel”). ApolloMed also has a controlling interest in ApolloMed
Palliative Services, LLC (“APS”), which owns two Los Angeles-based companies, Best Choice Hospice Care LL.C
(“BCHC”) and Holistic Health Home Health Care Inc. (“HCHHA”).

14
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AMM, PCCM and VMM each operate as a physician practice management company and are in the business of
providing management services to physician practice corporations under long-term management service agreements,
pursuant to which AMM, PCCM or VMM, as applicable, manages all non-medical services for the affiliated medical
group and has exclusive authority over all non-medical decision making related to ongoing business operations.

ApolloMed ACO participates in the goal of which is to improve the quality of patient care and outcomes through more
efficient and coordinated approach among providers. Revenues earned by ApolloMed ACO are uncertain, and, if such
amounts are payable by CMS, they will be paid on an annual basis significantly after the time earned, and are
contingent on various factors, including achievement of the minimum savings rate as determined by MSSP for the
relevant period. Such payments are earned and made on an “all or nothing” basis. CMS has determined that ApolloMed
ACO did not meet the minimum savings threshold and therefore did not receive any incentive payment in fiscal year
2016 for calendar 2015.

In January 2016, the Company formed ApolloCare, which acquired certain technology and other assets of Healarium,
Inc., which provides the Company with a cloud and mobile-based population health management platform that
includes digital care plans, a case management module, connectivity with multiple healthcare tracking devices and the
ability to integrate with multiple electronic health records to capture clinical data.

On January 18, 2017, CMS announced that APAACO, which is owned 50% by the Company, has been approved to
participate in the Next Generation ACO Model (the“NGACO Model”). Through this new model, CMS will partner with
APAACO and other ACOs experienced in coordinating care for populations of patients and whose provider groups

are willing to assume higher levels of financial risk and reward under the NGACO Model. The NGACO program

began on January 1, 2017 (see Note 11).

In November 2016, BAHA Acquisition Corp., an affiliated entity owned by the Company’s CEO and consolidated as a
variable interest entity, acquired the non-controlling interest in BAHA which was previously consolidated as a
variable interest entity, and continues to have its financial results consolidated with those of the Company as a

variable interest entity. As part of the transaction, the Company acquired the non-controlling interest of BAHA and
was reflected as an equity transaction as there was no change in control.

On December 21, 2016, the Company, entered into an Agreement and Plan of Merger (the “Merger Agreement”) among
the Company, Apollo Acquisition Corp., a California corporation and wholly-owned subsidiary of the Company
(“Merger Subsidiary”), Network Medical Management (“NMM?”), and Kenneth Sim, M.D., not individually but in his
capacity as the representative of the shareholders of NMM (the “Shareholders’ Representative”) (see Note 9).

Liquidity and Capital Resources

15
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The accompanying condensed consolidated financial statements have been prepared assuming that the Company will
continue as a going concern, which contemplates the realization of assets and settlement of liabilities in the normal
course of business. As shown in the accompanying unaudited condensed consolidated financial statements, the
Company has incurred a net loss of approximately $3.9 million and used approximately $4.2 million in cash from
operating activities during the nine months ended December 31, 2016, and, as of December 31, 2016 has an
accumulated deficit of approximately $33.1 million.

16
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The primary source of liquidity as of December 31, 2016 is cash and cash equivalents of approximately $4.0 million,
which includes proceeds from a note payable to a related party (see Note 6).

The ability of the Company to continue as a going concern is dependent upon the Company’s ability to attain a
satisfactory level of profitability and obtain suitable and adequate financing. There can be no assurance that
management’s plan will be successful. These factors raise substantial doubt about the Company’s ability to continue as
a going concern. The condensed consolidated financial statements do not include any adjustments relating to the
recoverability and classification of recorded assets, or the amounts and classification of liabilities that might be
necessary in the event that the Company cannot continue as a going concern.

The Company is currently exploring sources of additional funding. Without limiting its available options, future
equity financings will most likely be through the sale of additional shares of its securities. It is possible that the
Company could also offer warrants, options and/or rights in conjunction with any future issuances of its common
stock. The Company’s current sources of revenues are insufficient to cover its operating costs, and as such, has
incurred an operating loss since its inception. Thus, until the Company can generate sufficient cash flows to fund
operations, the Company remains substantially dependent on raising additional capital through debt and/or equity
transactions. In addition, the Company may have to reduce certain overhead costs through the deferral of salaries and
other means, and settle liabilities through negotiation. Currently, the Company does not have any commitments or
assurances for additional capital, nor can the Company provide assurance that such financing will be available on
favorable terms, or at all. If, after utilizing the existing sources of capital available to the Company, further capital
needs are identified and the Company is not successful in obtaining the financing, it may be forced to curtail its
existing or planned future operations.

2.Summary of Significant Accounting Policies

Basis of Presentation

The accompanying condensed consolidated balance sheet at March 31, 2016, has been derived from audited
consolidated financial statements. The unaudited condensed consolidated financial statements as of December 31,
2016 and 2015 and for the three and nine months then ended, have been prepared in accordance with accounting
principles generally accepted in the United States of America (“U.S. GAAP”) for interim financial information and with
the instructions to Form 10-Q and Article 8 of Regulation S-X. Accordingly, they do not include all of the information
and footnotes required by U.S. GAAP for complete financial statements, and should be read in conjunction with the
audited consolidated financial statements and related footnotes included in the Company's Annual Report on Form
10-K for the year ended March 31, 2016 as filed with the SEC on June 29, 2016. In the opinion of management, all
material adjustments (consisting of normal recurring adjustments) considered necessary for a fair presentation have
been made in the condensed consolidated financial statements. The condensed consolidated financial statements
include all material adjustments (consisting of normal recurring accruals) necessary to make the condensed
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consolidated financial statements not misleading as required by Regulation S-X, Rule 10-01. Operating results for the
three and nine month periods ended December 31, 2016 are not necessarily indicative of the results that may be
expected for the year ending March 31, 2017.

Principles of Consolidation

The Company’s condensed consolidated financial statements include the accounts of Apollo Medical Holdings, Inc.
and all its wholly and majority owned subsidiaries as well as all variable interest entities where it is the primary
beneficiary. All intercompany balances and transactions have been eliminated.

Revenue Recognition

Revenue consists of contracted, fee-for-service, and capitation revenue. Revenue is recorded in the period in which
services are rendered. Revenue is principally derived from the provision of healthcare staffing services to patients
within healthcare facilities. The form of billing and related risk of collection for such services may vary by customer.
The following is a summary of the principal forms of the Company’s billing arrangements and how net revenue is
recognized for each.

Contracted revenue

Contracted revenue represents revenue generated under contracts for which the Company provides physician and other
healthcare staffing and administrative services in return for a contractually negotiated fee. Contract revenue consists
primarily of billings based on hours of healthcare staffing provided at agreed-to hourly rates. Revenue in such cases is
recognized as the hours are worked by the Company’s staff and contractors. Additionally, contract revenue also
includes supplemental revenue from hospitals where the Company may have a fee-for-service contract arrangement or
provide physician advisory services to the medical staff at a specific facility. Contract revenue for the supplemental
billing in such cases is recognized based on the terms of each individual contract. Such contract terms generally either
provides for a fixed monthly dollar amount or a variable amount based upon measurable monthly activity, such as
hours staffed, patient visits or collections per visit compared to a minimum activity threshold. Such supplemental
revenues based on variable arrangements are usually contractually fixed on a monthly, quarterly or annual calculation
basis considering the variable factors negotiated in each such arrangement. Such supplemental revenues are
recognized as revenue in the period when such amounts are determined to be fixed and therefore contractually
obligated as payable by the customer under the terms of the respective agreement. Additionally, the Company derives
a portion of the Company’s revenue as a contractual bonus from collections received by the Company’s partners and
such revenue is contingent upon the collection of third-party billings. These revenues are not considered earned and
therefore not recognized as revenue until actual cash collections are achieved in accordance with the contractual
arrangements for such services.
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Fee-for-service revenue

Fee-for-service revenue represents revenue earned under contracts in which the Company bills and collects the
professional component of charges for medical services rendered by the Company’s contracted physicians. Under the
fee-for-service arrangements, the Company bills patients for services provided and receives payment from patients or
their third-party payors. Fee-for-service revenue is reported net of contractual allowances and policy discounts. All
services provided are expected to result in cash flows and are therefore reflected as net revenue in the consolidated
financial statements. Fee-for-service revenue is recognized in the period in which the services are rendered to specific
patients and reduced immediately for the estimated impact of contractual allowances in the case of those patients
having third-party payor coverage. The recognition of net revenue (gross charges less contractual allowances) from
such visits is dependent on such factors as proper completion of medical charts following a patient visit, the
forwarding of such charts to the Company’s billing center for medical coding and entering into the Company’s billing
system and the verification of each patient’s submission or representation at the time services are rendered as to the
payor(s) responsible for payment of such services. Revenue is recorded based on the information known at the time of
entering of such information into the Company’s billing systems as well as an estimate of the revenue associated with
medical services.

Capitation revenue

Capitation revenue (net of capitation withheld to fund risk share deficits) is recognized in the month in which the
Company is obligated to provide services. Minor ongoing adjustments to prior months’ capitation, primarily arising
from contracted HMOs finalizing monthly patient eligibility data for additions or subtractions of enrollees, are
recognized in the month they are communicated to the Company. Managed care revenues of the Company consist
primarily of capitated fees for medical services provided by the Company under a provider service agreement (“PSA”)
or capitated arrangements directly made with various managed care providers including HMO’s and management
service organizations. Capitation revenue under the PSA and HMO contracts is prepaid monthly to the Company
based on the number of enrollees electing the Company as their healthcare provider. Additionally, Medicare pays
capitation using a “Risk Adjustment model,” which compensates managed care organizations and providers based on the
health status (acuity) of each individual enrollee. Health plans and providers with higher acuity enrollees will receive
more and those with lower acuity enrollees will receive less. Under Risk Adjustment, capitation is determined based
on health severity, measured using patient encounter data. Capitation is paid on an interim basis based on data
submitted for the enrollee for the preceding year and is adjusted in subsequent periods after the final data is compiled.
Positive or negative capitation adjustments are made for Medicare enrollees with conditions requiring more or less
healthcare services than assumed in the interim payments. Since the Company cannot reliably predict these
adjustments, periodic changes in capitation amounts earned as a result of Risk Adjustment are recognized when those
changes are communicated by the health plans to the Company.

HMO contracts also include provisions to share in the risk for enrollee hospitalization, whereby the Company can earn
additional incentive revenue or incur penalties based upon the utilization of hospital services. Typically, any shared
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risk deficits are not payable until and unless the Company generates future risk sharing surpluses, or if the HMO
withholds a portion of the capitation revenue to fund any risk share deficits. At the termination of the HMO contract,
any accumulated risk share deficit is typically extinguished. Due to the lack of access to information necessary to
estimate the related costs, shared-risk amounts receivable from the HMOs are only recorded when such amounts are
known. Risk pools for the prior contract years are generally final settled in the third or fourth quarter of the following
fiscal year.

In addition to risk-sharing revenues, the Company also receives incentives under “pay-for-performance” programs for
quality medical care, based on various criteria. These incentives are generally recorded in the third and fourth quarters
of the fiscal year and recorded when such amounts are known.

Under full risk capitation contracts, an affiliated hospital enters into agreements with several HMOs, pursuant to
which, the affiliated hospital provides hospital, medical, and other healthcare services to enrollees under a fixed
capitation arrangement (‘“Capitation Arrangement”). Under the risk pool sharing agreement, the affiliated hospital and
medical group agree to establish a Hospital Control Program to serve the enrollees, pursuant to which, the medical
group is allocated a percentage of the profit or loss, after deductions for costs to affiliated hospitals. The Company
participates in full risk programs under the terms of the PSA, with health plans whereby the Company is wholly liable
for the deficits allocated to the medical group under the arrangement. The related liability is included in medical
liabilities in the accompanying consolidated balance sheets at December 31, 2016 and March 31, 2016. See "Medical
Liabilities" below.

Medicare Shared Savings Program Revenue

The Company, through its subsidiary ApolloMed ACO, participates in the MSSP, which is sponsored by CMS. The
goal of the MSSP is to improve the quality of patient care and outcomes through more efficient and coordinated
approach among providers. The MSSP allows ACO participants to share in cost savings it generates in connection
with rendering medical services to Medicare patients. Payments to ACO participants, if any, will be calculated
annually by CMS on cost savings generated by the ACO participant relative to the ACO participants’ cost savings
benchmark. The MSSP is a program managed by CMS that has an evolving payment methodology. Revenues earned
by ApolloMed ACO are uncertain, and, if such amounts are payable by the CMS, they will be paid on an annual basis
significantly after the time earned, and will be contingent on various factors, including achievement of the minimum
savings rate as determined by MSSP for the relevant period. Such payments are earned and made on an “all or nothing”
basis. The Company considers revenue, if any, under the MSSP, as contingent upon the realization of program savings
as determined by CMS, and are not considered earned and therefore are not recognized as revenue until notice from
CMS that cash payments are to be imminently received.
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Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. GAAP requires the Company to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the consolidated financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results may materially differ from these estimates under different assumptions or
conditions.

Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable primarily consists of amounts due from third-party payors, including government sponsored
Medicare and Medicaid programs, insurance companies, and amounts due from hospitals and patients. Accounts
receivable are recorded and stated at the amount expected to be collected.

The Company maintains reserves for potential credit losses on accounts receivable. The Company reviews the
composition of accounts receivable and analyzes historical bad debts, customer concentrations, customer credit
worthiness, current economic trends and changes in customer payment patterns to evaluate the adequacy of these
reserves. The Company also regularly analyzes the ultimate collectability of accounts receivable after certain stages of
the collection cycle using a look-back analysis to determine the amount of receivables subsequently collected and
adjustments are recorded when necessary. Reserves are recorded primarily on a specific identification basis.

Concentrations

