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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This report and documents incorporated by reference into it may contain forward-looking statements within the meaning of federal securities laws, which are
not historical facts but rather are based on current expectations, estimates and projections about our business and industry, and our beliefs and assumptions.
Words such as “believes,” “anticipates,” “plans,” “expects,” “estimates,” “will,” “goal,” and similar expressions are intended to identify forward-looking
statements. The inclusion of forward-looking statements should not be regarded as a representation by us that any of our plans will be achieved. We undertake
no obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future events or otherwise. Such forward-
looking information is also subject to various risks and uncertainties. Such risks and uncertainties include, but are not limited to, risks arising from our
providing services to the healthcare industry and primarily providers of long-term care; having a significant portion of our consolidated revenues contributed
by one customer during the nine months ended September 30, 2024; credit and collection risks associated with the healthcare industry; the impact of bank
failures; our claims experience related to workers’ compensation and general liability insurance; the effects of changes in, or interpretations of laws and
regulations governing the healthcare industry, our workforce and services provided, including state and local regulations pertaining to the taxability of our
services and other labor-related matters such as minimum wage increases; the Company’s expectations with respect to selling, general and administrative
expense; the impacts of past or future cyber attacks or breaches; and the risk factors described in Part I of our Form 10-K for the fiscal year ended
December 31, 2023 under “Government Regulation of Customers,” “Service Agreements and Collections,” and “Competition” and under Item 1A. “Risk
Factors” in such Form 10-K and this Form 10-Q.

These factors, in addition to delays in payments from customers and/or customers undergoing restructurings, have resulted in, and could continue to result in,
significant additional bad debts in the near future. Additionally, our operating results would be adversely affected by continued inflation particularly if increases
in the costs of labor and labor-related costs, materials, supplies and equipment used in performing services (including the impact of potential tariffs) cannot be
passed on to our customers.

In addition, we believe that to improve our financial performance we must continue to obtain service agreements with new customers, retain and provide new
services to existing customers, achieve modest price increases on current service agreements with existing customers and/or maintain internal cost reduction
strategies at our various operational levels. Furthermore, we believe that our ability to sustain the internal development of managerial personnel is an important
factor impacting future operating results and the successful execution of our projected growth strategies. There can be no assurance that we will be successful
in that regard.
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PART I — FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited)

Healthcare Services Group, Inc.
Consolidated Balance Sheets

(in thousands, except per share amounts)
September 30, 2024 December 31, 2023

ASSETS: (unaudited)
Current assets:

Cash and cash equivalents $ 27,055 $ 54,330 
Restricted cash equivalents 1,084 — 
Marketable securities, at fair value 76,776 93,131 
Restricted marketable securities, at fair value 25,085 — 
Accounts and notes receivable, less allowance for doubtful accounts of $95,985 and $87,250 as of
September 30, 2024 and December 31, 2023, respectively 406,495 383,509 
Inventories and supplies 17,046 18,479 
Prepaid expenses and other assets 24,577 22,247 

Total current assets 578,118 571,696 
Property and equipment, net 28,435 28,774 
Goodwill 75,529 75,529 
Other intangible assets, less accumulated amortization of $38,571 and $36,557 as of September 30, 2024 and
December 31, 2023, respectively 10,113 12,127 
Notes receivable — long–term portion, less allowance for doubtful accounts of $2,013 and $4,449 as of
September 30, 2024 and December 31, 2023, respectively 22,908 24,832 
Deferred compensation funding, at fair value 48,647 40,812 
Deferred tax assets 36,486 35,226 
Other long-term assets 5,605 1,656 

Total assets $ 805,841 $ 790,652 
LIABILITIES AND STOCKHOLDERS’ EQUITY:
Current liabilities:

Accounts payable $ 76,636 $ 83,224 
Accrued payroll and related taxes 42,333 56,142 
Other accrued expenses and current liabilities 25,564 21,179 
Borrowings under line of credit 25,000 25,000 
Income taxes payable 4,500 7,201 
Deferred compensation liability — short-term 1,661 1,501 
Accrued insurance claims 21,510 22,681 

Total current liabilities 197,204 216,928 
Accrued insurance claims — long-term 61,520 61,697 
Deferred compensation liability — long-term 48,915 41,186 
Lease liability — long-term 9,029 11,235 
Other long-term liabilities 425 2,990 
Commitments and contingencies (Note 15)
STOCKHOLDERS’ EQUITY:
Common stock, $0.01 par value; 200,000 shares authorized; 76,533 and 76,329 shares issued, and 73,291
and 73,341 shares outstanding as of September 30, 2024 and December 31, 2023, respectively 765 763 
Additional paid-in capital 316,334 310,436 
Retained earnings 212,631 185,010 
Accumulated other comprehensive loss, net of taxes (524) (1,844)
Common stock in treasury, at cost, 3,242 and 2,988 shares as of September 30, 2024 and December 31,
2023, respectively (40,458) (37,749)

Total stockholders’ equity $ 488,748 $ 456,616 
Total liabilities and stockholders’ equity $ 805,841 $ 790,652 

See accompanying notes to consolidated financial statements.
1
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Healthcare Services Group, Inc.
Consolidated Statements of Comprehensive Income (Loss)

(in thousands, except per share amounts) (Unaudited)

Three Months Ended September 30, Nine Months Ended September 30,
2024 2023 2024 2023

Revenues $ 428,149 $ 411,388 $ 1,277,870 $ 1,247,549 
Operating costs and expenses:

Costs of services provided 364,730 376,936 1,108,383 1,107,519 
Selling, general and administrative expense 46,888 39,047 138,236 120,523 

Other income (expense):
Investment and other income, net 3,825 394 12,145 7,047 
Interest expense (1,548) (2,132) (5,260) (5,798)

Income (loss) before taxes 18,808 (6,333) 38,136 20,756 

Income tax provision (benefit) 4,778 (1,286) 10,585 5,878 
Net income (loss) $ 14,030 $ (5,047) $ 27,551 $ 14,878 

Per share data:

Basic earnings (loss) per common share $ 0.19 $ (0.07) $ 0.37 $ 0.20 
Diluted earnings (loss) per common share $ 0.19 $ (0.07) $ 0.37 $ 0.20 

Weighted average number of common shares outstanding:

Basic 73,687 74,364 73,822 74,446 
Diluted 73,926 74,364 74,007 74,496 

Comprehensive income (loss):
Net income (loss) $ 14,030 $ (5,047) $ 27,551 $ 14,878 
Other comprehensive income (loss)

Unrealized gain (loss) on available-for-sale marketable
securities, net of taxes 2,093 (1,647) 1,320 (1,300)

Total comprehensive income (loss) $ 16,123 $ (6,694) $ 28,871 $ 13,578 

See accompanying notes to consolidated financial statements.
2
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Healthcare Services Group, Inc.
Consolidated Statements of Cash Flows

(in thousands) (Unaudited)
 Nine Months Ended September 30,
 2024 2023

Cash flows from operating activities:
Net income $ 27,551 $ 14,878 
Adjustments to reconcile net income to net cash used in operating activities:

Depreciation and amortization 10,983 10,565 
Bad debt provision 36,848 32,340 
Deferred income taxes (1,612) (4,205)
Share-based compensation expense 6,828 6,793 
Amortization of premium on marketable securities 1,003 1,609 
Unrealized gain on deferred compensation fund investments (7,809) (2,562)
Changes in other long-term liabilities (524) (980)
Net loss on disposals of property and equipment 507 489 
Share of losses from equity method investment 197 — 

Changes in operating assets and liabilities:
Accounts and notes receivable (57,909) (59,530)
Inventories and supplies 1,434 1,976 
Prepaid expenses and other assets (3,503) 8,620 
Deferred compensation funding (27) (353)
Accounts payable and other accrued expenses (10,904) (4,276)
Accrued payroll, accrued and withheld payroll taxes (12,820) (16,118)
Income taxes payable (2,700) (4,543)
Accrued insurance claims (1,348) 6,207 
Deferred compensation liability 8,403 3,143 

Net cash used in operating activities (5,402) (5,947)
Cash flows from investing activities:

Disposals of property and equipment 193 121 
Additions to property and equipment (4,909) (3,973)
Acquisition of equity method investment (2,750) — 
Purchases of marketable securities (51,490) — 
Sales of marketable securities 43,205 1,942 

Net cash used in investing activities (15,751) (1,910)
Cash flows from financing activities:

Purchases of treasury stock (4,008) (6,239)
Proceeds from short-term borrowings — 20,000 
Payments of statutory withholding on net issuance of restricted stock units (1,030) (870)

Net cash (used in) provided by financing activities (5,038) 12,891 
Net (decrease) increase in cash, cash equivalents and restricted cash equivalents (26,191) 5,034 
Cash, cash equivalents and restricted cash equivalents at beginning of the period 54,330 26,279 
Cash, cash equivalents and restricted cash equivalents at end of the period $ 28,139 $ 31,313 

See accompanying notes to consolidated financial statements.
3
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Healthcare Services Group, Inc.
Consolidated Statements of Stockholders’ Equity

(in thousands) (Unaudited)

For the nine months ended September 30, 2024

Common Stock Additional
Paid-in
Capital

Accumulated Other
Comprehensive Loss,

net of taxes
Retained
Earnings

Treasury
Stock

Stockholders’
EquityShares Amount

Balance, December 31, 2023 76,329 $ 763 $ 310,436 $ (1,844) $ 185,010 $ (37,749) $ 456,616 
Net income — — — — 15,309 — 15,309 
Unrealized loss on available-for-sale
marketable securities, net of taxes — — — (328) — — (328)
Shares issued in connection with equity
incentive plans, net of taxes 204 2 (1,032) — — — (1,030)
Share-based compensation expense — — 2,444 — — — 2,444 
Shares issued for Deferred Compensation
Plan, net — — 448 — — 71 519 
Shares issued for Employee Stock
Purchase Plan — — (216) — — 1,205 989 
Other — — — — 62 — 62 

Balance, March 31, 2024 76,533 $ 765 $ 312,080 $ (2,172) $ 200,381 $ (36,473) $ 474,581 
Net loss — — — — (1,788) — (1,788)
Unrealized loss on available-for-sale
marketable securities, net of taxes — — — (445) — — (445)
Share-based compensation expense — — 2,075 — — — 2,075 
Purchases of treasury stock — — — — — (3,000) (3,000)
Shares issued for Deferred Compensation
Plan, net — — (9) — — 7 (2)
Other — — — 2 — 2 

Balance, June 30, 2024 76,533 $ 765 $ 314,146 $ (2,617) $ 198,595 $ (39,466) $ 471,423 
Net income — — — — 14,030 — 14,030 
Unrealized gain on available-for-sale
marketable securities, net of taxes — — — 2,093 — — 2,093 
Share-based compensation expense — — 2,205 — — — 2,205 
Purchases of treasury stock — — — — — (1,009) (1,009)
Shares issued for Deferred Compensation
Plan, net — — (17) — — 17 — 
Other — — — — 6 — 6 

Balance, September 30, 2024 76,533 $ 765 $ 316,334 $ (524) $ 212,631 $ (40,458) $ 488,748 

See accompanying notes to consolidated financial statements.
4
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For the nine months ended September 30, 2023

Common Stock Additional
Paid-in
Capital

Accumulated Other
Comprehensive Loss,

net of taxes
Retained
Earnings

Treasury
Stock

Stockholders’
EquityShares Amount

Balance, December 31, 2022 76,161 $ 762 $ 302,304 $ (3,477) $ 146,602 $ (27,912) $ 418,279 
Net income — — — — 11,671 — 11,671 
Unrealized gain on available-for-sale
marketable securities, net of taxes — — — 1,207 — — 1,207 
Shares issued in connection with equity
incentive plans, net of taxes 167 1 (871) — — — (870)
Share-based compensation expense — — 1,973 — — — 1,973 
Purchases of treasury stock — — — — — (2,223) (2,223)
Shares issued for Deferred Compensation
Plan, net — — 307 — — 168 475 
Shares issued for Employee Stock
Purchase Plan — — (139) — — 1,274 1,135 
Other 1 — 8 — 11 — 19 

Balance, March 31, 2023 76,329 $ 763 $ 303,582 $ (2,270) $ 158,284 $ (28,693) $ 431,666 
Net income — — — — 8,254 — 8,254 
Unrealized loss on available-for-sale
marketable securities, net of taxes — — — (860) — — (860)
Share-based compensation expense — — 2,278 — — — 2,278 
Treasury shares issued for Deferred
Compensation Plan, net — — (7) — — 2 (5)
Other — — — — 6 — 6 

Balance, June 30, 2023 76,329 $ 763 $ 305,853 $ (3,130) $ 166,544 $ (28,691) $ 441,339 
Net loss — — — — (5,047) — (5,047)
Unrealized loss on available-for-sale
marketable securities, net of taxes — — — (1,647) — — (1,647)
Share-based compensation expense — — 2,299 — — — 2,299 
Purchases of treasury stock — — — — — (4,015) (4,015)
Shares issued pursuant to Dividend
Reinvestment Plan — — (1) — — 1 — 
Other — — — — 1 — 1 

Balance, September 30, 2023 76,329 $ 763 $ 308,151 $ (4,777) $ 161,498 $ (32,705) $ 432,930 

See accompanying notes to consolidated financial statements.
5
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Healthcare Services Group, Inc.
Notes to Consolidated Financial Statements

(Unaudited)

Note 1—Description of Business and Significant Accounting Policies

Nature of Operations

Healthcare Services Group, Inc. (the “Company”) provides management, administrative and operating expertise and services to the housekeeping, laundry,
linen, facility maintenance and dietary service departments predominantly to clients within the healthcare industry, including nursing homes, retirement
complexes, rehabilitation centers and hospitals located throughout the United States. Although the Company does not directly participate in any government
reimbursement programs, the Company’s customers receive government reimbursements related to Medicare and Medicaid. Therefore, the Company’s
customers are directly affected by any legislation relating to Medicare and Medicaid reimbursement programs.

The Company provides services primarily pursuant to full service agreements with its customers. In such agreements, the Company is responsible for the day-
to-day management of its employees located at the customers’ facilities, as well as for the provision of certain supplies. The Company also provides services on
the basis of management-only agreements for a limited number of customers. In a management-only agreement, the Company provides management and
supervisory services while the customer facility retains payroll responsibility for the non-supervisory staff. The agreements with customers typically provide
for a renewable one year service term, cancellable by either party upon 30 to 90 days’ notice after an initial period of 60 to 120 days.

The Company is organized into two reportable segments: housekeeping, laundry, linen and other services (“Housekeeping”), and dietary department services
(“Dietary”).

Housekeeping consists of managing the customers’ housekeeping departments, which are principally responsible for the cleaning, disinfecting and sanitizing of
resident rooms and common areas of a customer’s facility, as well as the laundering and processing of the bed linens, uniforms, resident personal clothing and
other assorted linen items utilized at a customer facility.

Dietary consists of managing the customers’ dietary departments, which are principally responsible for food purchasing, meal preparation and dietitian
professional services, which includes the development of menus that meet residents’ dietary needs.

Unaudited Interim Financial Data

The accompanying unaudited consolidated financial statements have been prepared in accordance with generally accepted accounting principles in the United
States (“U.S. GAAP”) for interim financial information and the requirements of Form 10-Q and Article 10 of Regulation S-X. Accordingly, these consolidated
financial statements do not include all of the information and footnotes necessary for a complete presentation of financial position, results of operations and
cash flows. However, in the Company’s opinion, all adjustments which are of a normal recurring nature and are necessary for a fair presentation have been
reflected in these consolidated financial statements. The balance sheet shown in this report as of December 31, 2023 has been derived from the audited
financial statements for the year ended December 31, 2023. These financial statements should be read in conjunction with the financial statements and notes
thereto included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2023. The results of operations for the three and nine months
ended September 30, 2024 are not necessarily indicative of the results that may be expected for any future period.

Use of Estimates in Financial Statements

In preparing financial statements in conformity with U.S. GAAP, estimates and assumptions are made that affect the reported amounts of assets and liabilities,
disclosures of contingent assets and liabilities and the reported amounts of revenues and expenses. Actual results could differ from those estimates. Significant
estimates are used in determining, but are not limited to, the Company’s allowance for doubtful accounts, accrued insurance claims, deferred taxes and reviews
for potential impairment. The estimates are based upon various factors including current and historical trends, as well as other pertinent industry and regulatory
authority information. Management regularly evaluates this information to determine if it is necessary to update the basis for its estimates and to adjust for
known changes.

6
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Principles of Consolidation

The accompanying consolidated financial statements include the accounts of Healthcare Services Group, Inc. and its wholly-owned subsidiaries. All significant
intercompany transactions and balances have been eliminated in consolidation.

Cash and Cash Equivalents and Restricted Cash Equivalents

Cash and cash equivalents are held in U.S. financial institutions or in custodial accounts with U.S. financial institutions. Cash equivalents are defined as short-
term, highly liquid investments with a maturity of three months or less at time of purchase that are readily convertible into cash and have insignificant interest
rate risk. Restricted cash equivalents represent highly liquid investments held in a trust account as collateral for certain insurance coverages the Company
obtained from a third-party insurance carrier.

The following table provides a reconciliation of cash and cash equivalents and restricted cash equivalents reported within the Consolidated Balance Sheets to
the amount reported in the Consolidated Statements of Cash Flows.

September 30, 2024 December 31, 2023
(in thousands)

Cash and cash equivalents $ 27,055 $ 54,330 
Restricted cash equivalents 1,084 — 
Total cash and cash equivalents and restricted cash equivalents $ 28,139 $ 54,330 

1. On February 2, 2024, the Company entered into a Collateral Trust Agreement with the Company’s third-party insurer and a trustee whereby investments or money market
funds are held in a trust account to benefit the insurer and are restricted for that purpose. Restricted cash equivalents represent funds invested in money market accounts as
of September 30, 2024. The trust account was set up in conjunction with a reduction in the Company’s letter of credit collateral obligation for insurance obligations.

Accounts and Notes Receivable

Accounts and notes receivable consist of Housekeeping and Dietary segment trade receivables from contracts with customers. The Company’s payment terms
with customers for services provided are defined within each customer’s service agreement. Accounts receivable are considered short term assets as the
Company does not grant payment terms greater than one year. Accounts receivable initially are recorded at the transaction amount and are recorded after the
Company has an unconditional right to payment where only the passage of time is required before payment is received. Each reporting period, the Company
evaluates the collectability of outstanding receivable balances and records an allowance for doubtful accounts representing an estimate of future expected credit
loss. Additions to the allowance for doubtful accounts are made by recording a charge to bad debt expense reported in costs of services provided.

Notes receivable are initially recorded when accounts receivable are transferred into a promissory note and are recorded as an alternative to accounts receivable
to memorialize an unqualified promise to pay a specific sum, typically with interest, in accordance with a defined payment schedule. The Company’s payment
terms with customers on promissory notes can vary based on several factors and the circumstances of each promissory note, however most promissory notes
mature over 1 to 4 years. Similar to accounts receivable, each reporting period the Company evaluates the collectability of outstanding notes receivable
balances and records an allowance for doubtful accounts representing an estimate of future expected credit losses.

Allowance for Doubtful Accounts

Management utilizes financial modeling to determine an allowance that reflects its best estimate of the lifetime expected credit losses on accounts and notes
receivable which is recorded to offset the receivables. Modeling is prepared after considering historical experience, current conditions and reasonable and
supportable economic forecasts to estimate lifetime expected credit losses. Accounts and notes receivables are written off when deemed uncollectible.
Recoveries of receivables previously written off are recorded as a reduction of bad debt expense when received.

1
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Inventories and Supplies

Inventories and supplies include housekeeping, linen and laundry supplies, as well as food provisions and supplies. Non-linen inventories and supplies are
stated on a first-in, first-out (“FIFO”) basis, and reduced as deemed necessary to approximate the lower of cost or net realizable value. Linen supplies are
amortized on a straight-line basis over their estimated useful life of 24 months.

Revenue Recognition

The Company recognizes revenue from contracts with customers when or as the promised goods and services are provided to customers. Revenues are reported
net of sales taxes that are collected from customers and remitted to taxing authorities. The amount of revenue recognized by the Company is based on the
expected value of consideration to which the Company is entitled in exchange for providing the contracted goods and services and when it is probable that the
Company will collect substantially all of such consideration.

Leases

The Company records assets and liabilities on the Consolidated Balance Sheets to recognize the rights and obligations arising from leasing arrangements with
contractual terms greater than 12 months. A leasing arrangement includes any contract which entitles the Company to the right of use of an identified tangible
asset where there are no restrictions as to the direction of use of the asset and the Company obtains substantially all of the economic benefits from the right of
use.

Income Taxes

The Company uses the asset and liability method of accounting for income taxes. Under this method, income tax expense or benefits are recognized for the
amount of taxes payable or refundable for the current period. The Company accrues for probable tax obligations as required based on facts and circumstances
in various regulatory environments. In addition, deferred tax assets and liabilities are recognized for the expected future tax consequences of temporary
differences between the financial reporting and tax bases of assets and liabilities. When appropriate, valuation allowances are recorded to reduce deferred tax
assets to amounts for which realization is more likely than not.

Uncertain income tax positions taken or expected to be taken in tax returns are reflected within the Company’s consolidated financial statements based on a
recognition and measurement process.

Earnings (Loss) per Common Share

Basic earnings (loss) per common share is computed by dividing income available to common shareholders by the weighted-average number of common
shares outstanding for the period. Diluted earnings (loss) per common share is computed using the weighted-average number of common shares outstanding
and dilutive common shares, such as those issuable upon exercise of stock awards. Diluted loss per common share excludes dilutive potential common shares
from the calculation, as their inclusion would be anti-dilutive.

Share-Based Compensation

The Company estimates the fair value of share-based awards on the date of grant using a Black-Scholes valuation model for stock options, using a Monte Carlo
simulation for performance restricted stock units and using the share price on the date of grant for restricted stock units and deferred stock units. The value of
the award is recognized ratably as an expense in the Company’s Consolidated Statements of Comprehensive Income (Loss) over the requisite service periods
with adjustments made for forfeitures as they occur.

Goodwill and Other Intangible Assets

Goodwill represents the excess of cost over the fair value of net assets of acquired businesses. Management reviews the carrying value of goodwill annually
during the fourth quarter to assess for impairment or more often if events or circumstances indicate that the carrying value may exceed its estimated fair value.
Other intangible assets are amortized on a straight-line basis over their respective useful lives.

No impairment loss was recognized on the Company’s goodwill or other intangible assets during the three and nine months ended September 30, 2024 or 2023.

8
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Authorized Shares of Common Stock

On June 18, 2024, the Company amended its Restated Articles of Incorporation to increase the number of authorized shares of common stock available for
issuance from 100 million to 200 million, which was previously approved by a majority of the Company’s shareholders.

Investments in Equity Securities

The Company accounts for investments in equity securities using the equity method when the Company determines that it can exercise significant influence
over the investee. The Company accounts for investments in equity securities at fair value when the Company determines that it cannot exercise significant
influence over the investee. During the nine months ended September 30, 2024, the Company invested $2.8 million for a 25% ownership share in a health care
technology company which specializes in the long-term and acute care markets which was accounted for as an equity method investment. Investments in equity
securities are recorded within “Other long-term assets” in the Company’s Consolidated Balance Sheets. The Company’s proportionate share of earnings or
losses of the investee are recorded within “Investment and other income, net” on the Company’s Consolidated Statements of Comprehensive Income (Loss).
The Company elects to record its proportionate share of earnings or losses in equity method investments using a three-month lag based on the most recently
available financial statements.

Concentrations of Credit Risk

The Company’s financial instruments that are subject to credit risk are cash and cash equivalents, restricted cash equivalents, marketable securities, restricted
marketable securities, deferred compensation funding and accounts and notes receivable. At September 30, 2024, the majority of the Company’s cash and cash
equivalents, restricted cash equivalents, marketable securities and restricted marketable securities were held in two large financial institutions located in the
United States. At December 31, 2023, the majority were held in one large financial institution located in the United States. The Company’s marketable
securities and restricted marketable securities are fixed income investments which are highly liquid and can be readily purchased or sold through established
markets. The Company’s deferred compensation funding consists of fund and money market investments all of which are highly liquid and held in a trust
account.

The Company’s customers are concentrated in the healthcare industry and are primarily providers of long-term care. The revenues of many of the Company’s
customers are highly reliant on Medicare, Medicaid and third party payors’ reimbursement funding rates. New legislation or changes in existing regulations
could directly impact the governmental reimbursement programs in which the Company’s customers participate. As a result, the Company may not realize the
full effects such programs may have on the Company’s customers until such new legislation or changes in existing regulations are fully implemented and
governmental agencies issue applicable regulations or guidance.

Significant Customer

For the three months ended September 30, 2024 and 2023, Genesis Healthcare, Inc. (“Genesis”) accounted for $38.6 million, or 9.0%, and $45.6 million, or
11.1%, of the Company’s consolidated revenues, respectively. For the nine months ended September 30, 2024 and 2023, Genesis accounted for $115.3 million,
or 9.0%, and $141.3 million, or 11.3%, of the Company's consolidated revenues, respectively. Although the Company expects to continue its relationship with
Genesis, there can be no assurance thereof. Revenues generated from Genesis were included in both operating segments previously mentioned. Any extended
discontinuance of revenues, or significant reduction, from this customer could, if not replaced, have a material impact on our operations. In addition, if Genesis
fails to abide by current payment terms, it could increase our accounts and notes receivable, net balance and have a material adverse effect on our financial
condition, results of operations, and cash flows. No single customer or customer group represented more than 10% of our consolidated revenues for the three
and nine months ended September 30, 2024, and other than Genesis, no other single customer or customer group represented more than 10% of our
consolidated revenues for the three and nine months ended September 30, 2023.

Employee Retention Credit

On March 27, 2020, the U.S. government enacted the Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”). One provision within the CARES
Act provided an Employee Retention Credit (“ERC”), which allows for employers to claim a refundable tax credit against the employer share of Social
Security tax equal to 50% of the qualified wages paid to employees from March 13, 2020 through December 31, 2020. The ERC was subsequently expanded in
2021 for employers to claim a refundable tax credit for 70% of the qualified wages paid to employees from January 1, 2021 through September 30, 2021.
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The Company accounted for the ERC by analogy to International Accounting Standard (“IAS”) 20, Accounting for Government Grants and Disclosure of
Government Assistance. During the quarter ended June 30, 2023, the Company filed a claim for the ERC for qualified wages paid in 2020 and 2021. As of
October 25, 2024, the Company has yet to receive any refunds or receive any correspondence from the IRS regarding the ERC filing. The Company believes
that there is not reasonable assurance that any receipt of credits and compliance with the terms of the ERC will be obtained and therefore has not recognized
any amounts related to the ERC in the accompanying consolidated financial statements. Should reasonable assurance over receipt of and compliance with terms
of the ERC be obtained in future periods, the Company would recognize such amounts as an offset to expense within “Costs of services provided” on the
Consolidated Statements of Comprehensive Income (Loss). In the event the Company obtains a refund in future periods, such refunds would be subject to IRS
audit under the applicable statute of limitations.

Reclassifications

Prior period line items in the Consolidated Statements of Stockholders’ Equity have been revised to conform with current period presentation.

Note 2 — Revision of Prior Period Financial Statements

As previously disclosed in Note 2 to the Company’s consolidated financial statements as of and for the year ended December 31, 2023, the Company identified
a prior period accounting error related to the Company’s estimate for accrued payroll, and specifically accrued vacation that was concluded to not be material
to the Company’s previously reported consolidated financial statements or unaudited interim condensed consolidated financial statements. The Company
assessed the quantitative and qualitative factors associated with the foregoing error in accordance with SEC Staff Accounting Bulletin (“SAB”) No. 99 and 108,
Materiality, codified in Accounting Standards Codification (“ASC”) 250, Presentation of Financial Statements, and concluded that the error was not material to
any of the Company’s previously reported annual or interim consolidated financial statements. Notwithstanding this conclusion, the Company corrected the
error by revising the consolidated 2023 accompanying consolidated interim financial statements to give effect to the correction of the error.

The effect of the correction of the error noted above on the Company’s Consolidated Statements of Comprehensive Income (Loss) for the three and nine
months ended September 30, 2023 is as follows:

Three Months Ended September 30, 2023 Nine Months Ended September 30, 2023
As reported Adjustment Revised As reported Adjustment Revised

(in thousands, except per share amounts) (in thousands, except per share amounts)
Costs of services provided $ 377,554 $ (618) $ 376,936 $ 1,106,260 $ 1,259 $ 1,107,519 
(Loss) income before taxes $ (6,951) $ 618 $ (6,333) $ 22,015 $ (1,259) $ 20,756 
Income tax (benefit) provision $ (1,457) $ 171 $ (1,286) $ 6,227 $ (349) $ 5,878 
Net (loss) income $ (5,494) $ 447 $ (5,047) $ 15,788 $ (910) $ 14,878 
Basic (loss) earnings per
common share $ (0.07) $ — $ (0.07) $ 0.21 $ (0.01) $ 0.20 
Diluted (loss) earnings per
common share $ (0.07) $ — $ (0.07) $ 0.21 $ (0.01) $ 0.20 

In addition to the effect of the correction noted above, the error also reduced retained earnings by $7.9 million as of December 31, 2022, as presented in the
Consolidated Statements of Stockholders’ Equity. The effect of the correction of the error noted above had no impact on the Company’s previously reported
Consolidated Statements of Cash Flows for the nine months ended September 30, 2023, except for adjustments to individual line items as described in the
tables above.
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Note 3—Revenue

The Company presents its consolidated revenues disaggregated by reportable segment, as Management evaluates the nature, amount, timing and uncertainty of
the Company’s revenues by segment. Refer to Note 13—Segment Information herein as well as the information below regarding the Company’s reportable
segments.

Housekeeping

Housekeeping accounted for $572.7 million and $575.3 million of the Company’s consolidated revenues for the nine months ended September 30, 2024 and
2023, respectively, which represented approximately 44.8% and 46.1% of the Company’s revenues in each respective period. Housekeeping services include
managing customers’ housekeeping departments, which are principally responsible for the cleaning, disinfecting and sanitizing of resident rooms and common
areas of the customers’ facilities, as well as the laundering and processing of the bed linens, uniforms, resident personal clothing and other assorted linen items
utilized at the customers’ facilities. Upon beginning service with a customer facility, the Company will typically hire and train the employees previously
employed by such facility and assign an on-site manager to supervise and train the front-line personnel and coordinate housekeeping services with other facility
support functions in accordance with customer requests. Such management personnel also oversee the execution of various cost and quality control procedures
including continuous training and employee evaluation.

Dietary

Dietary services accounted for $705.2 million and $672.3 million of the Company’s consolidated revenues for the nine months ended September 30, 2024 and
2023, respectively, which represented approximately 55.2% and 53.9% of the Company’s revenues in each respective period. Dietary services consist of
managing customers’ dietary departments which are principally responsible for food purchasing, meal preparation and professional dietitian services, which
include the development of menus that meet the dietary needs of residents. On-site management is responsible for all daily dietary department activities, with
regular support provided by a District Manager specializing in dietary services. The Company also offers clinical consulting services to facilities which if
contracted is a service bundled within the monthly service provided to customers. Upon beginning service with a customer facility, the Company will typically
hire and train the employees previously employed by such facility and assign an on-site manager to supervise and train the front-line personnel and coordinate
dietitian services with other facility support functions in accordance with customer requests. Such management personnel also oversee the execution of various
cost and quality control procedures including continuous training and employee evaluation.

Revenue Recognition

The Company’s revenues are derived from contracts with customers. The Company recognizes revenue to depict the transfer of promised goods and services to
customers in amounts that reflect the consideration to which the Company is entitled in exchange for those goods and services. The Company’s costs of
obtaining contracts are not material.

The Company performs services and provides goods in accordance with its contracts with its customers. Such contracts typically provide for a renewable one
year service term, cancellable by either party upon 30 to 90 days’ notice, after an initial period of 60 to 120 days. A performance obligation is the unit of
account under ASC 606 and is defined as a promise in a contract to transfer a distinct good or service to the customer. The Company’s Housekeeping and
Dietary contracts relate to the provision of bundles of goods, services or both, which represent a series of distinct goods and services that are substantially the
same and that have the same pattern of transfer to the customer. The Company accounts for the series as a single performance obligation satisfied over time, as
the customer simultaneously receives and consumes the benefits of the goods and services provided. Revenue is recognized using the output method, which is
based upon the delivery of goods and services to the customers’ facilities. In limited cases, the Company provides goods, services or both before the execution
of a written contract. In these cases, the Company defers the recognition of revenue until a contract is executed. The amount of such deferred revenue was $0.2
million as of September 30, 2024 and less than $0.1 million as of December 31, 2023. All revenue amounts deferred as of December 31, 2023 were
subsequently recognized as revenue during the nine months ended September 30, 2024.
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The transaction price is the amount of consideration to which the Company is entitled in exchange for transferring promised goods or services to its customers.
The transaction price does not include taxes assessed or collected. The Company’s contracts detail the fees that the Company charges for the goods and services
it provides. For certain contracts which contain a variable component to the transaction price, the Company is required to make estimates of the amount of
consideration to which the Company will be entitled based on variability in resident and patient populations serviced, product usage, quantities consumed or
history of implicit price concessions. The Company recognizes revenue related to such estimates when the Company determines that it is probable there will
not be a significant reversal in the amount of revenue recognized. In instances where variable consideration exists and management’s estimate of variable
consideration changes in subsequent periods, resulting in a change in transaction price, the Company records an adjustment to revenue on a cumulative catch-
up basis. The Company’s contracts generally do not contain significant financing components as payment terms are less than one year.

During the three and nine months ended September 30, 2023, the Company recorded an adjustment to revenue to reflect the Company’s change in estimate for
price concessions based on new facts and circumstances related to a client out-of-court restructuring. Such adjustment reflected the Company’s anticipated
concession to be granted on certain amounts due as the Company continued to provide services under this arrangement. For the three and nine months ended
September 30, 2023, the adjustment resulted in a $12.6 million reduction to revenue.

The Company allocates the transaction price to each performance obligation noting that the bundle of goods, services or goods and services provided under
each Housekeeping and Dietary contract represents a single performance obligation that is satisfied over time. The Company recognizes the related revenue
when it satisfies the performance obligation by transferring a bundle of promised goods, services or both to a customer. Such recognition is on a monthly or
weekly basis, as goods are provided and services are performed. In some cases, the Company requires customers to pay in advance for goods and services to be
provided. As of September 30, 2024, the value of the contract liabilities associated with customer prepayments was $1.7 million. As of December 31, 2023, the
value of the contract liabilities associated with customer prepayments was $3.2 million. The Company recognized $1.9 million of revenue during the nine
months ended September 30, 2024 which was recorded as a contract liability on December 31, 2023.

Transaction Price Allocated to Remaining Performance Obligations

The Company recognizes revenue as it satisfies the performance obligations associated with contracts with customers which, due to the nature of the goods and
services provided by the Company, are satisfied over time. Contracts may contain transaction prices that are fixed, variable or both. The Company’s contracts
with customers typically provide for an initial term of one year, with renewable one year service terms, cancellable by either party upon 30 to 90 days’ notice
after an initial period of 60 to 120 days. The Company has elected to apply the practical expedient that permits exclusion of information about the remaining
performance obligations with original expected durations of one year or less which applies to all of the Company’s remaining performance obligations as of
September 30, 2024.

Note 4—Accounts and Notes Receivable

The Company’s accounts and notes receivable balances consisted of the following:
September 30, 2024 December 31, 2023

(in thousands)
Short-term

Accounts and notes receivable $ 502,480 $ 470,759 
Allowance for doubtful accounts (95,985) (87,250)

Total net short-term accounts and notes receivable $ 406,495 $ 383,509 
Long-term

Notes receivable $ 24,921 $ 29,281 
Allowance for doubtful accounts (2,013) (4,449)

Total net long-term notes receivable $ 22,908 $ 24,832 
Total net accounts and notes receivable $ 429,403 $ 408,341 
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The Company makes credit decisions on a case-by-case basis after reviewing a number of qualitative and quantitative factors related to the specific customer as
well as current industry variables that may impact that customer. There are a variety of factors that impact a customer’s ability to pay in accordance with the
Company’s contracts. These factors include, but are not limited to, fluctuating census numbers, litigation costs and the customer’s participation in programs
funded by federal and state governmental agencies. Deviations in the timing or amounts of reimbursements under those programs can impact the customer’s
cash flows and its ability to make timely payments. However, the customer’s obligation to pay the Company in accordance with the contract is not contingent
upon the customer’s cash flow. Notwithstanding the Company’s efforts to minimize its credit risk exposure, the aforementioned factors, as well as other factors
that impact customer cash flows or ability to make timely payments, could have an indirect, yet material, adverse effect on the Company’s results of operations
and financial condition.

Fluctuations in net accounts and notes receivable are generally attributable to a variety of factors including, but not limited to, the timing of cash receipts from
customers and the inception, transition, modification or termination of customer relationships. The Company deploys significant resources and invests in tools
and processes to optimize Management’s credit and collections efforts. When appropriate, the Company utilizes interest-bearing promissory notes to enhance
the collectability of amounts due, by instituting definitive repayment plans and providing a means by which to further evidence the amounts owed. In addition,
the Company may amend contracts from full service to management-only arrangements, or adjust contractual payment terms, to accommodate customers who
have in good faith established clearly-defined plans for addressing cash flow issues. These efforts are intended to minimize the Company’s collections risk.

Note 5—Allowance for Doubtful Accounts

In making the Company’s credit evaluations, management considers the general collection risk associated with trends in the long-term care industry. The
Company establishes credit limits through payment terms with customers, performs ongoing credit evaluations and monitors accounts on an aging schedule
basis to minimize the risk of loss. Despite the Company’s efforts to minimize credit risk exposure, customers could be adversely affected if future industry
trends change in such a manner as to negatively impact their cash flows. As a result, the Company’s future collection experience could differ significantly from
historical collection trends. If the Company’s customers experience a negative impact on their cash flows, it could have a material adverse effect on the
Company’s results of operations and financial condition.

The Company evaluates its accounts and notes receivable for expected credit losses quarterly. Accounts receivable are evaluated based on internally developed
credit quality indicators derived from the aging of receivables. Notes receivable are evaluated based on internally developed credit quality indicators derived
from management’s assessment of collection risk. At the end of each period, the Company sets a reserve for expected credit losses on standard accounts and
notes receivable based on the Company’s historical loss rates. Accounts and notes receivable with an elevated risk profile, which are from customers who have
filed bankruptcy or are subject to collections activity, are aggregated and evaluated to determine the total reserve for the class of receivable. Additionally, for
notes receivable, management evaluates standard receivables based on whether the customer is current (paying within 60 days of terms) or delinquent (paying
outside of 60 days of terms). As of September 30, 2024, the delinquent notes receivable loss pool includes the note receivable due from Genesis.

ASC 326 permits entities to make an accounting policy election not to measure an estimate for credit losses on accrued interest if those entities write off
accrued interest deemed uncollectible in a timely manner. The Company follows an income recognition policy on all interest earned on notes receivable. Under
such policy the Company accounts for all notes receivable on a non-accrual basis and defers the recognition of any interest income until receipt of cash
payments. This policy was established based on the Company’s history of collections of interest on outstanding notes receivable, as we do not deem it probable
that we will receive substantially all interest on outstanding notes receivable. Accordingly, the Company does not record a credit loss adjustment for accrued
interest. Interest income from notes receivable for the three months ended September 30, 2024 and 2023 was $0.5 million and $0.7 million, respectively.
Interest income from notes receivable for the nine months ended September 30, 2024 and 2023 was $2.2 million and $2.0 million, respectively.

During June 2024, LaVie Care Centers, LLC (“LaVie”), a customer of the Company, filed for Chapter 11 bankruptcy protection in the Northern District of
Georgia. The Company increased the allowance for doubtful accounts by $17.6 million related to outstanding LaVie invoices during the nine months ended
September 30, 2024. The Company continues to provide services to LaVie post-petition. Revenues that the Company has earned on post-petition services
provided to LaVie are recognized upon cash receipt in accordance with ASC 606, as the Company determines that collectability of substantially all of the
entitled consideration in exchange for services provided is not probable for customers with ongoing bankruptcy proceedings until such cash is received.
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The following table presents the Company’s three tiers of notes receivable further disaggregated by year of origination as of September 30, 2024 and write-off
activity for the nine months ended September 30, 2024.

Notes receivable
Amortized cost basis by origination year

2024 2023 2022 2021 2020 Prior Total
(in thousands)

Notes receivable
Standard notes receivable $ 12,870 $ 5,127 $ 18,377 $ 438 $ — $ — $ 36,812 
Delinquent notes receivable $ 5,469 $ 1,812 $ 2,675 $ 436 $ 1,491 $ 21,648 $ 33,531 
Elevated risk notes receivable $ — $ — $ — $ 1,533 $ — $ — $ 1,533 

Current-period gross write-offs $ — $ — $ 41 $ 3,024 $ — $ 28 $ 3,093 
Current-period recoveries — — — — — — — 

Current-period net write-offs $ — $ — $ 41 $ 3,024 $ — $ 28 $ 3,093 

The following table provides information as to the status of payment on the Company’s notes receivable which were past due as of September 30, 2024.
Age analysis of past-due notes receivable as of September 30, 2024

0 - 90 Days 91 - 180 Days Greater than 181 Days Total
(in thousands)

Notes receivable

Standard notes receivable $ 974 $ — $ — $ 974 
Delinquent notes receivable $ 990 $ 983 $ 24,480 $ 26,453 
Elevated risk notes receivable $ 450 $ 450 $ 633 $ 1,533 

$ 2,414 $ 1,433 $ 25,113 $ 28,960 

The following tables provide a summary of the changes in the Company’s allowance for doubtful accounts on a portfolio segment basis for the three months
ended September 30, 2024 and 2023.

Allowance for doubtful accounts

Portfolio Segment:
June 30,

2024 Write-Offs Bad Debt Expense
September 30,

2024
(in thousands)

Accounts receivable $ 103,693 $ (14,468) $ 1,151 $ 90,376 

Notes receivable

Standard notes receivable $ 2,987 $ — $ 579 $ 3,566 
Delinquent notes receivable 3,850 — (786) 3,064 
Elevated risk notes receivable 4,755 (3,024) (739) 992 

Total notes receivable $ 11,592 $ (3,024) $ (946) $ 7,622 
Total accounts and notes receivable $ 115,285 $ (17,492) $ 205 $ 97,998 

1. Write-offs are shown net of recoveries. During the three months ended September 30, 2024, the Company collected less than $0.1 million of accounts and notes receivable
which had previously been written-off as uncollectible.

1
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Allowance for doubtful accounts

Portfolio segment:
June 30,

2023 Write-Offs Bad Debt Expense
September 30,

2023
(in thousands)

Accounts receivable $ 70,420 $ (1,039) $ 9,648 $ 79,029 

Notes receivable
Standard notes receivable $ 7,008 $ (1,529) $ 1,208 $ 6,687 
Elevated risk notes receivable 2,234 (793) 3,314 4,755 

Total notes receivable $ 9,242 $ (2,322) $ 4,522 $ 11,442 
Total accounts and notes receivable $ 79,662 $ (3,361) $ 14,170 $ 90,471 

1. Write-offs are shown net of recoveries. During the three months ended September 30, 2023, the Company collected less than $0.1 million of accounts and notes receivable
which had previously been written-off as uncollectible.

The following tables provide a summary of the changes in the Company’s allowance for doubtful accounts on a portfolio segment basis for the nine months
ended September 30, 2024 and 2023. Delinquent notes receivable were not considered a separate portfolio segment at December 31, 2023. The amount
presented in the table below for the allowance for doubtful accounts for delinquent notes receivable was included within the standard notes receivable portfolio
at December 31, 2023.

Allowance for doubtful accounts

Portfolio Segment: December 31, 2023 Write-Offs Bad Debt Expense
September 30,

2024
(in thousands)

Accounts receivable $ 80,819 $ (27,456) $ 37,013 $ 90,376 

Notes receivable

Standard notes receivable $ 3,510 $ — $ 56 $ 3,566 
Delinquent notes receivable 2,615 (69) 518 3,064 
Elevated risk notes receivable 4,755 (3,024) (739) 992 

Total notes receivable $ 10,880 $ (3,093) $ (165) $ 7,622 
Total accounts and notes receivable $ 91,699 $ (30,549) $ 36,848 $ 97,998 

1. The December 31, 2023 balance includes transfers of $2.6 million from the standard notes receivable portfolio segment to the delinquent notes receivable portfolio
segment.

2. Write-offs are shown net of recoveries. During the nine months ended September 30, 2024, the Company collected $0.1 million of accounts and notes receivable which had
previously been written-off as uncollectible.

Allowance for doubtful accounts

Portfolio segment: December 31, 2022 Write-Offs Bad Debt Expense
September 30,

2023
(in thousands)

Accounts receivable $ 66,601 $ (12,798) $ 25,226 $ 79,029 

Notes receivable

Standard notes receivable $ 6,052 $ (1,689) $ 2,324 $ 6,687 
Elevated risk notes receivable 811 (846) 4,790 4,755 

Total notes receivable $ 6,863 $ (2,535) $ 7,114 $ 11,442 
Total accounts and notes receivable $ 73,464 $ (15,333) $ 32,340 $ 90,471 

1. Write-offs are shown net of recoveries. During the nine months ended September 30, 2023, the Company collected $0.1 million of accounts and notes receivable which had
previously been written-off as uncollectible.

1

1 2

1 1
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Note 6—Changes in Accumulated Other Comprehensive Loss by Component

The Company’s accumulated other comprehensive loss consists of unrealized gains and losses from the Company’s available-for-sale marketable securities and
restricted marketable securities. The following table provides a summary of the changes in accumulated other comprehensive loss for the nine months ended
September 30, 2024 and 2023:

Unrealized Gains and Losses on Available-for-Sale Securities¹
Nine Months Ended September 30,

2024 2023
(in thousands)

Accumulated other comprehensive loss — beginning balance $ (1,844) $ (3,477)
Other comprehensive income (loss) before reclassifications 1,049 (1,306)
Income reclassified from other comprehensive loss² 271 6 
Net current period other comprehensive income (loss)³ 1,320 (1,300)
Accumulated other comprehensive loss — ending balance $ (524) $ (4,777)

1. All amounts are net of tax.
2. Realized gains and losses were recorded pre-tax within “Investment and other income, net” in the Consolidated Statements of Comprehensive Income (Loss). For

the nine months ended September 30, 2024 and 2023, the Company recorded realized losses of $0.3 million and less than $0.1 million, respectively from the sale of
available-for-sale securities. Refer to Note 10—Fair Value Measurements herein for further information.

3. For the nine months ended September 30, 2024 and 2023, the changes in other comprehensive loss were net of a tax benefit of $0.1 million and $0.3 million,
respectively.

The following table provides a rollforward of amounts reclassified from accumulated other comprehensive loss to realized losses for the three and nine months
ended September 30, 2024 and 2023:

Amounts Reclassified from Accumulated Other Comprehensive Loss
2024 2023

(in thousands)
Three Months Ended September 30,

Losses from the sale of available-for-sale securities $ (6) $ (4)
Tax benefit 2 1 
Net loss reclassified from accumulated other comprehensive loss $ (4) $ (3)
Nine Months Ended September 30,

Losses from the sale of available-for-sale securities $ (343) $ (8)
Tax benefit 72 2 
Net losses reclassified from accumulated other comprehensive loss $ (271) $ (6)
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Note 7—Property and Equipment

Property and equipment are recorded at cost. Depreciation is recorded over the estimated useful life of each class of depreciable asset and is computed using
the straight-line method. Leasehold improvements are amortized over the shorter of the estimated asset life or term of the lease. Repairs and maintenance costs
are charged to expense as incurred.

The following table sets forth the amounts of property and equipment by each class of depreciable asset as of September 30, 2024 and December 31, 2023:
September 30, 2024 December 31, 2023

(in thousands)

Housekeeping and dietary equipment $ 17,232 $ 15,764 
Computer hardware and software 7,795 6,870 
Operating lease — right-of-use assets 28,752 27,099 
Other 1,038 1,070 
Total property and equipment, at cost 54,817 50,803 
Less accumulated depreciation 26,382 22,029 
Total property and equipment, net $ 28,435 $ 28,774 

1. Includes furniture and fixtures, leasehold improvements and autos and trucks.
2. Includes $12.1 million and $9.4 million related to accumulated depreciation on Operating lease – right-of-use assets as of September 30, 2024 and December 31, 2023,

respectively.

Depreciation expense for the three and nine months ended September 30, 2024 was $3.1 million and $9.0 million, respectively. Depreciation expense for the
three and nine months ended September 30, 2023 was $2.5 million and $7.4 million, respectively. Of the depreciation expense recorded for the three and nine
months ended September 30, 2024, $2.0 million and $5.8 million, respectively, was related to the depreciation of the Company’s operating lease - right-of-use
assets (“ROU Assets”). Of the depreciation expense recorded for the three and nine months ended September 30, 2023, $1.8 million and $4.6 million,
respectively, was related to the depreciation of the ROU Assets.

Note 8—Leases

The Company recognizes ROU assets and lease liabilities for automobiles, office buildings, IT equipment and small storage units for the temporary storage of
operational equipment. The Company’s leases have remaining lease terms ranging from less than 1 year to 5 years and have extension options ranging from 1
year to 5 years. Most leases include the option to terminate the lease within 1 year.

The Company uses practical expedients offered under ASC 842 to combine lease and non-lease components within leasing arrangements and to recognize the
payments associated with short-term leases in earnings on a straight-line basis over the lease term, with the cost associated with variable lease payments
recognized when incurred. These accounting policy elections impact the value of the Company’s ROU Assets and lease liabilities. The value of the Company’s
ROU Assets is determined as the non-depreciated fair value of its leasing arrangements and is recorded in “Property and equipment, net” on the Company’s
Consolidated Balance Sheets. The value of the Company’s lease liabilities is the present value of fixed lease payments not yet paid, which is discounted using
either the rate implicit in the lease contract if that rate can be determined or the Company’s incremental borrowing rate (“IBR”) and is recorded in “Other
accrued expenses and current liabilities” and “Lease liability — long-term” on the Company’s Consolidated Balance Sheets. The Company’s IBR is determined
as the rate of interest that the Company would have to pay to borrow on a collateralized basis over a similar term in an amount equal to the lease payments in a
similar economic environment.

Any future lease payments that are not fixed based on the terms of the lease contract, or fluctuate based on a factor other than an index or rate, are considered
variable lease payments and are not included in the value of the Company’s ROU assets or lease liabilities. The Company’s variable lease payments are mostly
incurred from automobile leases and relate to miscellaneous transportation costs including repair costs, insurance, and terminal rental adjustment payments due
at lease settlement. Such rental adjustment payments can result in a reduction to the Company’s total variable lease payments.

1

2
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Components of lease expense required by ASC 842 are presented below for the three and nine months ended September 30, 2024 and 2023.
Three Months Ended September 30,

2024 2023
(in thousands)

Lease cost
Operating lease cost $ 1,982 $ 1,757 
Short-term lease cost 174 178 
Variable lease cost 375 500 

Total lease cost $ 2,531 $ 2,435 

Nine Months Ended September 30,
2024 2023

(in thousands)

Lease cost
Operating lease cost $ 5,764 $ 4,588 
Short-term lease cost 668 832 
Variable lease cost 1,216 1,583 

Total lease cost $ 7,648 $ 7,003 

Supplemental information required by ASC 842 is presented below for the nine months ended September 30, 2024 and 2023.

Nine Months Ended September 30,
2024 2023

(dollar amounts in thousands)
Other information

Cash paid for amounts included in the measurement of lease liabilities
Operating cash flows from operating leases $ 6,024 $ 4,947

Weighted-average remaining lease term — operating leases 2.7 years 3.5 years
Weighted-average discount rate — operating leases 5.9 % 6.4 %

During the three and nine months ended September 30, 2024, the Company’s ROU Assets and lease liabilities were reduced by $0.1 million and $0.6 million,
respectively, due to lease cancellations. During the three and nine months ended September 30, 2023, the Company's ROU Assets and lease liabilities were
reduced by $1.2 million and $2.3 million, respectively, due to lease cancellations.

The following is a schedule by calendar year of future minimum lease payments under operating leases that have remaining terms as of September 30, 2024:
Period/Year Operating Leases

(in thousands)
October 1 to December 31, 2024 $ 2,026 
2025 8,009 
2026 5,287 
2027 1,869 
2028 1,389 
2029 116 
Thereafter — 
Total minimum lease payments $ 18,696 
Less: imputed interest 1,630 
Present value of lease liabilities $ 17,066 
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Note 9—Other Intangible Assets

The Company’s other intangible assets consist of customer relationships, trade names, patents and non-compete agreements which were obtained through
acquisitions and are recorded at their fair values at the date of acquisition. Intangible assets with determinable lives are amortized on a straight-line basis over
their estimated useful lives. The weighted-average amortization period of customer relationships, trade names, patents and non-compete agreements are
approximately 10 years, 13 years, 8 years and 4 years, respectively.

The following table sets forth the estimated amortization expense for intangibles subject to amortization for the remainder of 2024, the following five fiscal
years and thereafter:
Period/Year Total Amortization Expense

(in thousands)

October 1 to December 31, 2024 $ 671 
2025 $ 2,685 
2026 $ 2,666 
2027 $ 1,195 
2028 $ 613 
2029 $ 509 
Thereafter $ 1,774 

Amortization expense was $0.7 million for both the three months ended September 30, 2024 and 2023. Amortization expense for the nine months ended
September 30, 2024 and 2023 was $2.0 million and $3.1 million, respectively.

Note 10—Fair Value Measurements

The Company’s current assets and current liabilities are financial instruments and most of these items (other than marketable securities, restricted marketable
securities, inventories and the short-term portion of deferred compensation funding) are recorded at cost in the Consolidated Balance Sheets. The estimated fair
value of these financial instruments approximates their carrying value due to their short-term nature. The carrying value of the Company’s line of credit
represents the outstanding amount of the borrowings, which approximates fair value. The Company’s financial assets that are measured at fair value on a
recurring basis are its marketable securities, restricted marketable securities, and deferred compensation funding. The recorded values of all of the financial
instruments approximate their current fair values because of their nature, stated interest rates and respective maturity dates or durations.

The Company’s marketable securities are held by the Company’s captive insurance company to satisfy capital requirements of the state regulator related to
captive insurance companies. Restricted marketable securities are held by the Company’s captive insurance company as collateral for certain insurance
coverages. Such securities consist primarily of municipal bonds, U.S. treasury bonds and corporate bonds, which are classified as available-for-sale and are
reported at fair value. Unrealized gains and losses associated with these investments are included within “Unrealized gain (loss) on available-for-sale
marketable securities, net of taxes” in the Consolidated Statements of Comprehensive Income (Loss). Marketable securities, including restricted marketable
securities, are classified within Level 2 of the fair value hierarchy, as these securities are measured using quoted prices for identical or similar instruments in
markets that are not active, and model-based valuation techniques for which all significant assumptions are observable. Such valuations are determined by a
third-party pricing service. For the three and nine months ended September 30, 2024, the Company recorded unrealized gains, net of taxes of $2.1 million and
$1.3 million on marketable securities and restricted marketable securities, respectively. For the three and nine months ended September 30, 2023, the Company
recorded unrealized losses, net of taxes of $1.6 million and unrealized losses, net of taxes of $1.3 million on marketable securities, respectively.

As part of a prior period acquisition of a prepackaged meal manufacturer, the Company agreed to pay royalties to the seller on all future product sales. The
Company recorded a liability for the expected future payments within Other long-term liabilities in the Consolidated Balance Sheets. The fair value of this
liability is measured using forecasted sales models (Level 3). For the three months ended September 30, 2024 and 2023, the Company recorded realized gains
of $0.3 million and $0.7 million, respectively, within “Costs of services provided” in the Consolidated Statements of Comprehensive Income (Loss) related to
the subsequent measurement of the liability at each balance sheet date. For the nine months ended September 30, 2024 and 2023, the Company recorded
realized gains of $0.6 million and $1.0 million, respectively, related to the subsequent measurement of the liability at each balance sheet date.
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For the three months ended September 30, 2024 and 2023, the Company received total proceeds, less the amount of interest received, of $15.1 million and $0.6
million, respectively, from sales of available-for-sale marketable securities. For the three months ended September 30, 2024 and 2023, these sales resulted in
realized losses of less than $0.1 million, which were recorded within “Investment and other income, net” in the Consolidated Statements of Comprehensive
Income (Loss). For the nine months ended September 30, 2024 and 2023, the Company received total proceeds, less the amount of interest received, of $43.2
million and $1.9 million, respectively, from sales of available-for-sale marketable securities. For the nine months ended September 30, 2024 and 2023, these
sales resulted in realized losses of $0.3 million and losses of less than $0.1 million, respectively, which were recorded within “Investment and other income,
net” in the Consolidated Statements of Comprehensive Income (Loss). The basis for the sale of these securities was the specific identification of each bond sold
during the period.

The investments under the funded deferred compensation plan are classified as trading securities and unrealized gains or losses are recorded within
“Investment and other income, net” in the Consolidated Statements of Comprehensive Income (Loss). The fair value of the investments are determined based
on quoted market prices (Level 1) or the net asset value (“NAV”) of underlying share investments (Level 2). For the three months ended September 30, 2024
and 2023, the Company recognized unrealized gains of $2.4 million and losses of $1.2 million, respectively, related to equity securities held at the respective
reporting dates. For the nine months ended September 30, 2024 and 2023, the Company recognized unrealized gains of $7.8 million and $2.6 million,
respectively, related to equity securities held at the respective reporting dates.

The following table summarizes the contractual maturities of debt securities held at September 30, 2024 and December 31, 2023, which are classified as
“Marketable securities, at fair value” and “Restricted marketable securities, at fair value” in the Consolidated Balance Sheets:

Debt Securities — Available-for-Sale
Contractual maturity: September 30, 2024 December 31, 2023

(in thousands)

Marketable securities, at fair value
Maturing in one year or less $ 864 $ 6,324 
Maturing in second year through fifth year 25,924 34,939 
Maturing in sixth year through tenth year 27,836 39,309 
Maturing after ten years 22,152 12,559 

Total marketable securities, at fair value $ 76,776 $ 93,131 
Restricted marketable securities, at fair value

Maturing in one year or less $ 2,610 $ — 
Maturing in second year through fifth year 5,751 — 
Maturing in sixth year through tenth year 15,661 — 
Maturing after ten years 1,063 — 

Total restricted marketable securities, at fair value $ 25,085 $ — 
Total debt securities — available-for-sale $ 101,861 $ 93,131 
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The following table shows the amortized cost, unrealized gains and losses, and estimated fair value of the Company’s debt securities as of September 30, 2024
and December 31, 2023:

Amortized Cost
Gross Unrealized

Gains
Gross Unrealized

Losses Estimated Fair Value
Credit Impairment

Losses
September 30, 2024 (in thousands)

Type of security:
Marketable securities

Municipal bonds — taxable $ 11,690 $ 97 $ (507) $ 11,280 $ — 
Municipal bonds — non-taxable 66,478 664 (1,646) 65,496 — 

Total marketable securities $ 78,168 $ 761 $ (2,153) $ 76,776 $ — 
Restricted marketable securities

U.S. treasury bonds $ 6,921 $ 148 $ — $ 7,069 $ — 
U.S. government agency bonds 1,223 20 — 1,243 — 
International fixed income bonds 643 11 — 654 — 
Corporate bonds 6,451 211 — 6,662 — 
Municipal bonds — taxable 9,119 338 — 9,457 — 

Total restricted marketable securities $ 24,357 $ 728 $ — $ 25,085 $ — 
Total debt securities — available-for-sale $ 102,525 $ 1,489 $ (2,153) $ 101,861 $ — 

December 31, 2023
Type of security:
Municipal bonds — non-taxable $ 95,466 $ 387 $ (2,722) $ 93,131 $ — 
Total debt securities — available-for-sale $ 95,466 $ 387 $ (2,722) $ 93,131 $ — 

1. The Company performs a credit impairment loss assessment quarterly on an individual security basis. As of September 30, 2024 and December 31, 2023, no allowance
for credit loss has been recognized as the issuers of these securities have not established a cause for default and various rating agencies have reaffirmed each security’s
investment grade status. The fair value of these securities have fluctuated since the purchase date as market interest rates fluctuate. The Company does not intend to
sell these securities and it is more likely than not that the Company will not be required to sell before the recovery of the securities’ amortized cost basis.

1
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The following tables provide fair value measurement information for the Company’s financial assets, including marketable securities, restricted marketable
securities and deferred compensation fund investments as of September 30, 2024 and December 31, 2023:

As of September 30, 2024
Fair Value Measurement Using:

(amounts in thousands) Carrying Amount Total Fair Value
Quoted Prices in Active

Markets (Level 1)

Significant Other
Observable Inputs

(Level 2)

Significant
Unobservable Inputs

(Level 3)

Marketable securities
Municipal bonds — taxable $ 11,280 $ 11,280 $ — $ 11,280 $ — 
Municipal bonds — non-taxable 65,496 65,496 — 65,496 — 

Total marketable securities $ 76,776 $ 76,776 $ — $ 76,776 $ — 

Restricted marketable securities
U.S. treasury bonds $ 7,069 $ 7,069 $ — $ 7,069 $ — 
U.S. government agency bonds 1,243 1,243 — 1,243 — 
International fixed income bonds 654 654 — 654 — 
Corporate bonds 6,662 6,662 — 6,662 — 
Municipal bonds — taxable 9,457 9,457 — 9,457 — 

Total restricted marketable securities $ 25,085 $ 25,085 $ — $ 25,085 $ — 

Deferred compensation fund
Money market $ 1,981 $ 1,981 $ — $ 1,981 $ — 
Commodities 335 335 335 — — 
Fixed income 4,564 4,564 4,564 — — 
International 5,172 5,172 5,172 — — 
Large cap blend 6,300 6,300 6,300 — — 
Large cap growth 17,568 17,568 17,568 — — 
Large cap value 7,215 7,215 7,215 — — 
Mid cap blend 3,812 3,812 3,812 — — 
Real estate 409 409 409 — — 
Small cap blend 2,952 2,952 2,952 — — 

Total deferred compensation fund $ 50,308 $ 50,308 $ 48,327 $ 1,981 $ — 

1
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As of December 31, 2023
Fair Value Measurement Using:

(amounts in thousands)
Carrying
Amount

Total Fair
Value

Quoted Prices in Active
Markets (Level 1)

Significant Other
Observable Inputs

(Level 2)

Significant
Unobservable Inputs

(Level 3)

Marketable securities
Municipal bonds — non-taxable $ 93,131 $ 93,131 $ — $ 93,131 $ — 

Deferred compensation fund
Money market $ 2,007 $ 2,007 $ — $ 2,007 $ — 
Commodities 298 298 298 — — 
Fixed income 4,254 4,254 4,254 — — 
International 4,621 4,621 4,621 — — 
Large cap blend 5,053 5,053 5,053 — — 
Large cap growth 13,886 13,886 13,886 — — 
Large cap value 5,964 5,964 5,964 — — 
Mid cap blend 3,192 3,192 3,192 — — 
Real estate 374 374 374 — — 
Small cap blend 2,664 2,664 2,664 — — 

Deferred compensation fund $ 42,313 $ 42,313 $ 40,306 $ 2,007 $ — 

1. The fair value of the money market fund is based on the NAV of the shares held by the plan at the end of the period. The money market fund includes short-term
United States dollar denominated money market instruments and the NAV is determined by the custodian of the fund. The money market fund can be redeemed at its
NAV at the measurement date as there are no significant restrictions on the ability to sell this investment.

2. As of September 30, 2024 and December 31, 2023, $1.7 million and $1.5 million of short-term deferred compensation funding is included within “Prepaid expenses
and other assets” in the Company’s Consolidated Balance Sheets, respectively. Such amounts of short-term deferred compensation funding represent investments
expected to be liquidated and paid within 12 months of September 30, 2024 and December 31, 2023, respectively.

Note 11—Share-Based Compensation

The components of the Company’s share-based compensation expense for the nine months ended September 30, 2024 and 2023 are as follows:
Nine Months Ended September 30,

2024 2023
(in thousands)

Stock options $ 531 $ 716 
Restricted stock, restricted stock units and deferred stock units 5,190 4,946 
Performance stock units 1,003 888 
Employee Stock Purchase Plan 104 243 
Total pre-tax share-based compensation expense charged against income $ 6,828 $ 6,793 

At September 30, 2024, the unrecognized compensation cost related to unvested stock options and awards was $18.6 million. The weighted average period
over which these awards will vest is approximately 3.0 years.

1
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The following table summarizes the components of share-based compensation expense included within the Consolidated Statements of Comprehensive Income
(Loss) for the nine months ended September 30, 2024 and 2023:

Nine Months Ended September 30,
2024 2023

(in thousands)

Selling, general and administrative expense $ 6,795 $ 6,723 
Costs of services provided 33 70 
Total share-based compensation expense $ 6,828 $ 6,793 

Amended 2020 Omnibus Incentive Plan

On May 26, 2020, the Company adopted the 2020 Omnibus Incentive Plan after approval by the Company’s Shareholders at the 2020 Annual Meeting of
Shareholders. On May 30, 2023, the Company increased the authorized shares under the 2020 Omnibus Incentive Plan (as amended, the “Amended 2020
Plan”) by 2.5 million shares after approval by the Company’s Shareholders at the 2023 Annual Meeting of Shareholders. The Amended 2020 Plan provides that
current or prospective officers, employees, non-employee directors and advisors can receive share-based awards such as stock options, performance stock units,
restricted stock units and other stock awards. The Amended 2020 Plan seeks to encourage profitability and growth of the Company through short-term and
long-term incentives that are consistent with the Company’s operating objectives.

As of September 30, 2024, there were 6.7 million shares of common stock reserved for issuance under the Amended 2020 Plan, of which 2.3 million are
available for future grant. The amount of shares available for issuance under the Amended 2020 Plan will increase when outstanding awards under the
Company’s Second Amended and Restated 2012 Equity Incentive Plan (the “2012 Plan”) are subsequently forfeited, terminated, lapsed or satisfied thereunder
in cash or property other than shares. No stock award will have a term in excess of 10 years. The Nominating, Compensation and Stock Option Committee of
the Board of Directors is responsible for determining the terms of the grants in accordance with the Amended 2020 Plan.

Stock Options

A summary of stock options outstanding under the Amended 2020 Plan and the 2012 Plan as of December 31, 2023 and changes during the nine months ended
September 30, 2024 are as follows:

Stock Options Outstanding
Number of Shares Weighted Average Exercise Price

(in thousands)
December 31, 2023 2,438 $ 30.43 
Granted 290 $ 10.36 
Exercised — $ — 
Forfeited (1) $ 24.43 
Expired (182) $ 28.58 
September 30, 2024 2,545 $ 28.28 

The weighted average grant date fair values of stock options granted during the nine months ended September 30, 2024 and 2023 were $5.06 and $6.53 per
common share, respectively. No stock options were exercised during the nine months ended September 30, 2024 and 2023.
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The fair value of stock option awards granted during the nine months ended September 30, 2024 and 2023 was estimated on the date of grant using the Black-
Scholes option valuation model with the following assumptions:

Nine Months Ended September 30,
2024 2023

Risk-free interest rate 3.9 % 4.0 %
Weighted average expected life 7.0 years 6.9 years
Expected volatility 40.5 % 39.5 %
Dividend yield — % — %

The following table summarizes other information about the stock options at September 30, 2024:
September 30, 2024

(amounts in thousands, except per share
data)

Outstanding:
Aggregate intrinsic value $ 235 
Weighted average remaining contractual life 4.7 years

Exercisable:
Number of options 1,753 
Weighted average exercise price $ 33.92 
Aggregate intrinsic value $ — 
Weighted average remaining contractual life 3.2 years

Restricted Stock Units

The fair value of outstanding restricted stock units (“RSUs”) and deferred stock units (“DSUs”) was determined based on the market price of the shares on the
date of grant. During the nine months ended September 30, 2024, the Company granted 0.8 million RSUs and DSUs to its employees with a weighted average
grant date fair value of $10.38 per unit. During the nine months ended September 30, 2023, the Company granted 0.5 million RSUs and DSUs to its employees
with a weighted average grant date fair value of $13.73 per unit.

A summary of the outstanding RSUs and DSUs as of December 31, 2023 and changes during the nine months ended September 30, 2024 is as follows:
Restricted Stock Units & Deferred Stock Units

Number
Weighted Average Grant Date Fair

Value
(in thousands)

December 31, 2023 1,102 $ 18.57 
Granted 772 $ 10.38 
Vested (297) $ 21.68 
Forfeited (47) $ 13.60 
September 30, 2024 1,530 $ 13.98 
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Deferred Stock Units

The Company grants DSUs to our non-employee directors. Once vested, the recipient shall be entitled to receive a lump sum payment of a number of shares
equal to the total number of DSUs issued to such recipient upon the first to occur of (i) the five year anniversary of the date of grant, (ii) the recipient’s death,
disability or separation of service from the Board, or (iii) a change of control (as defined by the 2020 Plan). Non-employee directors can also elect to receive
their Board of Directors retainer in the form of DSUs in lieu of cash. The number of DSUs granted to these directors is determined based on the stock price on
the award date and approximates the cash value the directors would otherwise receive for their retainer. Three non-employee directors made an election in 2023
to receive DSUs in lieu of cash for their 2024 Board of Directors retainer. The unrecognized share-based compensation cost of outstanding DSU awards at
September 30, 2024 is $0.2 million and is expected to be recognized over a weighted-average period of 0.7 years.

Performance Stock Units

On January 3, 2024, the Company issued 0.1 million performance stock units (“PSUs”) to the Company’s executive officers. Such PSUs are contingent upon
the achievement of certain total shareholder return (“TSR”) targets as compared to the TSR of the S&P 400 MidCap Index and the participant’s continued
employment with the Company for the three year period ending December 31, 2026, the date at which such PSUs vest. The unrecognized share-based
compensation cost of the TSR-based PSU awards at September 30, 2024 is $1.7 million and is expected to be recognized over a weighted-average period of 1.6
years.

A summary of the outstanding PSUs as of December 31, 2023 and changes during the nine months ended September 30, 2024 is as follows:

Performance Stock Units

Number
Weighted Average Grant Date Fair

Value
(in thousands)

December 31, 2023 175 $ 21.52 
Granted 118 $ 11.85 
Vested — $ — 
Forfeited (35) $ 34.52 
September 30, 2024 258 $ 15.31 

Employee Stock Purchase Plan

The Company’s Employee Stock Purchase Plan (“ESPP”) is currently available through 2026 to all eligible employees. All full-time and part-time employees
who work an average of 20 hours per week and have completed two years of continuous service with the Company are eligible to participate. Annual offerings
commence and terminate on the respective year’s first and last calendar day.

Under the ESPP, the Company is authorized to issue up to 4.1 million shares of its common stock to its employees. Pursuant to such authorization, there were
1.8 million shares available for future grant at September 30, 2024.

The expense associated with the options granted under the ESPP during the nine months ended September 30, 2024 and 2023 was estimated on the date of
grant using the Black-Scholes option valuation model with the following assumptions:

Nine Months Ended September 30,
2024 2023

Risk-free interest rate 4.8% 4.8%
Weighted average expected life (years) 1.0 1.0
Expected volatility 37.1% 42.9%
Dividend yield —% 7.1%
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Deferred Compensation Plan

The Company offers a Supplemental Executive Retirement Plan (“SERP”) for executives and certain key employees. The SERP allows participants to defer a
portion of their earned income on a pre-tax basis and as of the last day of each plan year, each participant will be credited with a match of a portion of their
deferral in the form of the Company’s common stock based on the then-current market value. Under the SERP, the Company is authorized to issue 1.0 million
shares of its common stock to its employees. Pursuant to such authorization, the Company has 0.2 million shares available for future grant at September 30,
2024. At the time of issuance, such shares are accounted for at cost as treasury stock.

The following table summarizes information about the SERP during the nine months ended September 30, 2024 and 2023:
Nine Months Ended September 30,

 2024 2023
(in thousands)

SERP expense $ 496 $ 439 
Unrealized gain recorded in SERP liability account $ 7,769 $ 2,629 

1. Both the SERP match and the deferrals are included in the “Selling, general and administrative expense” caption within the Consolidated Statements of
Comprehensive Income (Loss).

Note 12—Income Taxes

The Company’s annual effective tax rate is impacted by the tax effects of option exercises and the vesting of awards, which are treated as discrete items in the
reporting period in which they occur and therefore cannot be considered in the calculation of the estimated annual effective tax rate. Discrete items increased
the Company’s income tax provision recognized through the nine months ended September 30, 2024 and 2023 by $1.5 million and $1.4 million, respectively.

Differences between the effective tax rate and the applicable U.S. federal statutory rate arise primarily from the effect of state and local income taxes, share-
based compensation and tax credits available to the Company. The actual 2024 effective tax rate will likely vary from the estimate depending on the actual
operating income earned with availability of tax credits, the exercising of stock options and vesting of share-based awards.

The Company regularly evaluates the tax positions taken or expected to be taken resulting from financial statement recognition of certain items. Based on the
evaluation, there are no significant uncertain tax positions requiring recognition in the Company’s financial statements. The evaluation was performed for the
tax years ended December 31, 2019 through 2023 (with regard to U.S. federal income tax returns) and December 31, 2018 through 2023 (with regard to
various state and local income tax returns), the tax years which remain subject to examination by major tax jurisdictions as of September 30, 2024.

The Company may from time to time be assessed interest or penalties by taxing jurisdictions, although any such assessments historically have been minimal.
The Company records assessed interest and penalties, including any interest or penalties relating to recognized uncertain tax positions, in the “Selling, general
and administrative expense” caption within the Consolidated Statements of Comprehensive Income (Loss).

Note 13—Segment Information

The Company manages and evaluates its operations in two reportable segments: Housekeeping (housekeeping, laundry, linen and other services) and Dietary
(dietary department services). Although both segments serve a similar customer base and share many operational similarities, they are managed separately due
to distinct differences in the type of services provided, as well as the specialized expertise required of the professional management personnel responsible for
delivering each segment’s services. Such services are rendered pursuant to discrete contracts, specific to each reportable segment.

1
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The Company’s accounting policies for the segments are generally the same as described in the Company’s significant accounting policies. Differences
between the reportable segments’ operating results and other disclosed data and the information in the consolidated financial statements relate primarily to
corporate-level transactions and recording of transactions at the reportable segment level using other than generally accepted accounting principles. There are
certain inventories and supplies that are primarily expensed when incurred within the operating segments which are capitalized in the consolidated financial
statements. In addition, most corporate expenses such as corporate salary and benefit costs, certain legal costs, debt expense, information technology costs,
depreciation, amortization of finite-lived intangible assets, share-based compensation costs and other corporate-specific costs, are not fully allocated to the
operating segments. There are also allocations for workers’ compensation and general liability expense within the operating segments that differ from the actual
expense recorded by the Company under U.S. GAAP. Segment amounts disclosed are prior to elimination entries made in consolidation.

Three Months Ended September 30, Nine Months Ended September 30,
2024 2023 2024 2023

(in thousands)
Revenues

Housekeeping $ 191,101 $ 190,920 $ 572,666 $ 575,256 
Dietary 237,048 220,468 705,204 672,293 
Total $ 428,149 $ 411,388 $ 1,277,870 $ 1,247,549 

Income before income taxes

Housekeeping $ 12,233 $ 10,286 $ 47,692 $ 46,947 
Dietary 12,515 1,929 45,075 29,038 
Corporate and eliminations (5,940) (18,548) (54,631) (55,229)
Total $ 18,808 $ (6,333) $ 38,136 $ 20,756 

1. Primarily represents corporate office costs and related overhead, recording of certain inventories and supplies and workers’ compensation costs at the reportable segment
level which use accounting methods that differ from those used at the corporate level, as well as consolidated subsidiaries’ operating expenses that are not allocated to the
reportable segments, net of investment and other income and interest expense.

1
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Note 14—Basic Earnings (Loss) Per Common Share

Basic and diluted earnings (loss) per common share are computed by dividing net income (loss) by the weighted-average number of basic and diluted common
shares outstanding, respectively. The weighted-average number of diluted common shares includes the impact of dilutive securities, including outstanding stock
options, restricted stock units, performance stock units and deferred stock units. The table below reconciles the weighted-average basic and diluted common
shares outstanding:

Three Months Ended September 30, Nine Months Ended September 30,
2024 2023 2024 2023

(in thousands, except for per share amounts)

Numerator for basic and diluted earnings (loss) per
share:

Net income (loss) $ 14,030 $ (5,047) $ 27,551 $ 14,878 

Denominator
Weighted average number of common shares
outstanding - basic 73,687 74,364 73,822 74,446 
Effect of dilutive securities 239 — 185 50 
Weighted average number of common shares
outstanding - diluted 73,926 74,364 74,007 74,496 

Basic earnings (loss) per share: $ 0.19 $ (0.07) $ 0.37 $ 0.20 

Diluted earnings (loss) per share: $ 0.19 $ (0.07) $ 0.37 $ 0.20 

1. Certain outstanding equity awards are anti-dilutive and therefore excluded from the calculation of the weighted average number of diluted common shares outstanding.

Anti-dilutive outstanding equity awards under share-based compensation plans were as follows:
Three Months Ended September 30, Nine Months Ended September 30,

2024 2023 2024 2023
(in thousands)

Anti-dilutive 2,935 3,110 2,874 2,619 

Note 15—Other Contingencies

Line of Credit

At September 30, 2024, the Company had a $300.0 million bank line of credit on which to draw for general corporate purposes. Amounts drawn under the line
of credit generally bear interest at a floating rate, based on the Company’s leverage ratio, and starting at the Term Secured Overnight Financing Rate (“SOFR”)
plus 165 basis points. As of September 30, 2024 and December 31, 2023, there were $25.0 million in borrowings under the line of credit. The line of credit
requires the Company to satisfy two financial covenants, with which the Company is in compliance as of September 30, 2024. The line of credit expires on
November 22, 2027.

At September 30, 2024, the Company also had outstanding $60.2 million in irrevocable standby letters of credit, which relate to payment obligations under the
Company’s insurance programs. In connection with the issuance of the letters of credit, the amount available under the line of credit was reduced by $60.2
million to $214.8 million at September 30, 2024. The letters of credit expire during the first quarter of 2025.

1
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Tax Jurisdictions and Matters

The Company provides services throughout the continental United States and is subject to numerous state and local taxing jurisdictions. In the ordinary course
of business, a jurisdiction may contest the Company’s reporting positions with respect to the application of its tax code to the Company’s services, which could
result in additional tax liabilities.

The Company has tax matters with various taxing authorities. Because of the uncertainties related to both the probable outcomes and amount of probable
assessments due, the Company is unable to make a reasonable estimate of its liability. The Company does not expect the resolution of any of these matters,
taken individually or in the aggregate, to have a material adverse effect on the consolidated financial position or results of operations based on the Company’s
best estimate of the outcomes of such matters.

Legal Proceedings

The Company is subject to various claims and legal actions in the ordinary course of business. Some of these matters include payroll- and employee-related
matters and examinations by governmental agencies. As the Company becomes aware of such claims and legal actions, the Company records accruals for any
exposures that are probable and estimable. If adverse outcomes of such claims and legal actions are reasonably possible, Management assesses materiality and
provides financial disclosure, as appropriate.

At this time, the Company is unable to reasonably estimate possible losses or form a judgment that an unfavorable outcome is either probable or remote with
respect to certain pending litigation claims asserted and it is not currently possible to assess whether or not the outcome of these proceedings may have a
material adverse effect on the Company.

Government Regulations

The Company’s customers are concentrated in the healthcare industry and are primarily providers of long-term care. The revenues of many of the Company’s
customers are highly reliant on Medicare, Medicaid and third party payors’ reimbursement funding rates. New legislation or additional changes in existing
regulations could directly impact the governmental reimbursement programs in which the customers participate.

Note 16—Related Party Transactions

The Company has an investment in Align+Engage LLC, a health care technology company which specializes in the long-term and acute care markets, which is
accounted for as an equity method investment. During the three and nine months ended September 30, 2024, the Company incurred costs of $0.2 million in
connection with work performed by Align+Engage LLC on an application to be used by Company personnel.

Note 17—Subsequent Events

The Company evaluated all subsequent events through the filing date of this Form 10-Q. There were no events or transactions occurring during this subsequent
reporting period which require recognition or additional disclosure in these financial statements.
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Item 2.   Management’s Discussion and Analysis of Financial Condition and Results of Operations

Results of Operations

The following discussion is intended to provide the reader with information that will be helpful in understanding our financial statements, including the
changes in certain key items when comparing financial statements period to period. We also intend to provide the primary factors that accounted for those
changes as well as a summary of how certain accounting principles affect our financial statements. In addition, we are providing information about the financial
results of our two operating segments to further assist in understanding how these segments and their results affect our consolidated results of operations. This
discussion should be read in conjunction with our financial statements as of September 30, 2024 and December 31, 2023 and the notes accompanying those
financial statements.

Overview

We provide management, administrative and operating expertise and services to the housekeeping, laundry, linen, facility maintenance and dietary service
departments of healthcare facilities, including nursing homes, retirement complexes, rehabilitation centers and hospitals located throughout the United States.
We provide such services to approximately 2,600 facilities throughout the continental United States as of September 30, 2024. We believe we are the largest
provider of housekeeping and laundry management services to the long-term care industry in the United States.

We provide services primarily pursuant to full-service agreements with our customers. Under such agreements, we are responsible for the day-to-day
management of the employees located at our customers’ facilities, as well as for the provision of certain supplies. We also provide services on the basis of
management-only agreements for a limited number of customers. Under a management-only agreement, we provide management and supervisory services
while the customer facility retains payroll responsibility for the non-supervisory staff. In certain management-only agreements, the Company maintains
responsibility for purchasing supplies. Our agreements with customers typically provide for a renewable one year service term cancellable by either party upon
30 to 90 days’ notice after an initial period of 60 to 120 days.

We are organized into two reportable segments: housekeeping, laundry, linen and other services (“Housekeeping”) and dietary department services (“Dietary”).

Housekeeping consists of managing our customers’ housekeeping departments, which are principally responsible for the cleaning, disinfecting and sanitizing of
resident rooms and common areas of the customers’ facilities, as well as the laundering and processing of the bed linens, uniforms, resident personal clothing
and other assorted linen items utilized at the customers’ facilities. Upon beginning service with a customer facility, we typically hire and train the employees
previously employed by such facility and assign an on-site manager to supervise the front-line personnel and coordinate housekeeping services with other
facility support functions in accordance with customer requests. Such management personnel also oversee the execution of various cost and quality control
procedures including continuous training and employee evaluation. On-site management is responsible for all daily customer housekeeping department
activities with regular support provided by a District Manager specializing in such services.

Dietary consists of managing our customers’ dietary departments, which are principally responsible for food purchasing, meal preparation and professional
dietitian services, which include the development of menus that meet the dietary needs of residents. On-site management is responsible for all daily dietary
department activities with regular support provided by a District Manager specializing in dietary services. We also offer clinical consulting services to our
dietary customers which may be provided as a standalone service or be bundled with other dietary department services. Upon beginning service with a
customer facility, we typically hire and train the employees previously employed by such facility and assign an on-site manager to supervise the front-line
personnel and coordinate dietitian services with other facility support functions in accordance with customer requests. Such management personnel also
oversee the execution of various cost and quality control procedures including continuous training and employee evaluation.

At September 30, 2024, Housekeeping services were provided at approximately 2,200 customer facilities, generating approximately 44.8% or $572.7 million of
our total revenues for the nine months ended September 30, 2024. Dietary services were provided at approximately 1,600 customer facilities at September 30,
2024, generating approximately 55.2% or $705.2 million of our total revenues for the nine months ended September 30, 2024.
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Three Months Ended September 30, 2024 and 2023

The following table summarizes the income statement key components that we use to evaluate our financial performance on a consolidated and reportable
segment basis for the three months ended September 30, 2024 and 2023. The differences between the reportable segments’ operating results and other disclosed
data and our consolidated financial results relate primarily to corporate level transactions and adjustments related to transactions recorded at the reportable
segment level which use methods other than generally accepted accounting principles.

Three Months Ended September 30,
2024 2023 % Change

(in thousands)
Revenues
Housekeeping $ 191,101 $ 190,920 0.1 %
Dietary 237,048 220,468 7.5 %
Consolidated $ 428,149 $ 411,388 4.1 %

Costs of services provided
Housekeeping $ 178,868 $ 180,634 (1.0)%
Dietary 224,533 218,539 2.7 %
Corporate and eliminations (38,671) (22,237) (73.9)%
Consolidated $ 364,730 $ 376,936 (3.2)%

Selling, general and administrative expense

Corporate and eliminations $ 46,888 $ 39,047 20.1 %

Investment and other income, net

Corporate and eliminations $ 3,825 $ 394 870.8 %

Interest expense

Corporate and eliminations $ (1,548) $ (2,132) 27.4 %

Income (loss) before income taxes

Housekeeping $ 12,233 $ 10,286 18.9 %
Dietary 12,515 1,929 548.8 %
Corporate and eliminations (5,940) (18,548) 68.0 %
Consolidated $ 18,808 $ (6,333) 397.0 %
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Housekeeping and Dietary revenues represented approximately 44.6% and 55.4% of consolidated revenues for the three months ended September 30, 2024,
respectively.

The following table sets forth the ratio of certain items to consolidated revenues:
Three Months Ended September 30,

2024 2023

Revenues 100.0 % 100.0 %
Operating costs and expenses:

Costs of services provided 85.2 % 91.6 %
Selling, general and administrative expense 11.0 % 9.5 %

Other income (expense):
Investment and other income, net 0.9 % 0.1 %
Interest expense (0.4)% (0.5)%

Income (loss) before taxes 4.3 % (1.5)%
Income tax provision (benefit) 1.1 % (0.3)%
Net income (loss) 3.2 % (1.2)%

Revenues

Consolidated

Consolidated revenues increased 4.1% to $428.1 million during the three months ended September 30, 2024 compared to $411.4 million for the corresponding
period in 2023, as a result of the factors discussed below under Reportable Segments.

Reportable Segments

Housekeeping revenues increased 0.1% and Dietary revenues increased 7.5% during the three months ended September 30, 2024 compared to the
corresponding period in 2023. During the three months ended September 30, 2023, the Company recognized changes in variable consideration as reductions to
revenue of $12.6 million, including $3.7 million of Housekeeping revenues and $8.9 million of Dietary revenues. Excluding the impact of such changes,
Housekeeping revenues decreased 1.8% and Dietary revenues increased 3.3%. Housekeeping revenues, adjusted for the change in variable consideration,
declined due to a decrease in the number of facilities serviced. Dietary revenues, adjusted for the change in variable consideration, increased driven by
contractual pass-throughs of increases in labor and supplies costs.

Costs of Services Provided

Consolidated

Consolidated costs of services provided decreased by 3.2% to $364.7 million for the three months ended September 30, 2024 compared to $376.9 million for
the three months ended September 30, 2023.

The following table provides a comparison of key indicators we consider when managing the consolidated costs of services provided:
Three Months Ended September 30,

Costs of Services Provided - Key Indicators as a % of Consolidated Revenues 2024 2023 Change

Bad debt provision 0.0% 3.4% (3.4)%
Self-insurance costs 2.2% 2.5% (0.3)%

Bad debt provision as a percentage of consolidated revenues may fluctuate due to the timing of cash collections from customers and customer-specific events,
such as bankruptcies and receiverships. During the three months ended September 30, 2023, bad debt provision included a $9.1 million expense associated with
a customer group which entered into bankruptcy.
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Reportable Segments

Costs of services provided for Housekeeping, as a percentage of Housekeeping revenues, decreased to 93.6% for the three months ended September 30, 2024
from 94.6% in the corresponding period in 2023. Costs of services provided for Dietary, as a percentage of Dietary revenues, decreased to 94.7% for the three
months ended September 30, 2024 from 99.1% in the corresponding period in 2023.

The following table provides a comparison of the key indicators we consider when managing costs of services provided at the segment level, as a percentage of
the respective segment’s revenues:

Three Months Ended September 30,
Costs of Services Provided - Key Indicators as a % of Segment Revenue 2024 2023 Change

Housekeeping labor and other labor-related costs 83.7% 84.5% (0.8)%
Housekeeping supplies 6.8% 7.2% (0.4)%
Housekeeping other costs 3.1% 2.9% 0.2%
Dietary labor and other labor-related costs 58.4% 62.0% (3.6)%
Dietary supplies 35.5% 36.5% (1.0)%
Dietary other costs 0.8% 0.6% 0.2%

Variations within these key indicators relate to the provision of services at new facilities and changes in the mix of customers for whom we provide supplies or
do not provide supplies.

Consolidated Selling, General and Administrative Expense 

Included in selling, general and administrative expense are gains and losses associated with changes in the value of investments under the deferred
compensation plan. These investments represent the amounts held on behalf of the participating employees and changes in the value of these investments affect
the amount of our deferred compensation liability. Gains on the plan investments during the three months ended September 30, 2024 increased our total selling,
general and administrative expense, while losses on the plan investments during the three months ended September 30, 2023 decreased our total selling,
general and administrative expense.

Excluding the change in the deferred compensation plan described above, consolidated selling, general and administrative expense increased $4.2 million or
10.4% for the three months ended September 30, 2024 compared to the corresponding period in 2023. The change was driven by increases in payroll, legal,
travel and fleet-related expenses.

The table below summarizes the changes in these components of selling, general and administrative expense:
Three Months Ended September 30,

2024 2023 $ Change % Change
(dollar amounts in thousands)

Selling, general and administrative expense excluding
change in deferred compensation plan liability $ 44,469 $ 40,289 $ 4,180 10.4 %
Increase (decrease) in deferred compensation plan liability 2,419 (1,242) 3,661 (294.8)%
Selling, general and administrative expense $ 46,888 $ 39,047 $ 7,841 20.1 %

Consolidated Investment and Other Income, net

Investment and other income, net was a $3.8 million gain for the three months ended September 30, 2024 compared to $0.4 million gain in the corresponding
2023 period. The change was driven by market fluctuations in the value of our trading security investments representing the funding for our deferred
compensation plan.

34



Table of Contents

The table below summarizes the changes in these components of investment and other income, net:
Three Months Ended September 30,

2024 2023 $ Change % Change
(dollar amounts in thousands)

Investment and other income, net excluding change in
deferred compensation plan assets $ 1,405 $ 1,621 $ (216) (13.3)%
Increase (decrease) in deferred compensation plan assets 2,420 (1,227) 3,647 (297.2)%
Investment and other income, net $ 3,825 $ 394 $ 3,431 870.8 %

Consolidated Interest Expense

Consolidated interest expense decreased to $1.5 million for the three months ended September 30, 2024 compared to $2.1 million for the same period in 2023
due to the lower average amount of short-term borrowings during the three months ended September 30, 2024.

Consolidated Income Taxes

During the three months ended September 30, 2024, we recognized a provision for income taxes of $4.8 million, or 25.4% effective tax rate, versus a benefit
for income taxes of $1.3 million, or 20.3% effective tax rate, for the same period in 2023. The effective tax rate change is based on the impact of discrete items
in each quarter combined with the impact of our full year income estimate on the tax provision.

The actual annual effective tax rate will be impacted by the tax effects of option exercises or vested awards, which are treated as discrete items in the reporting
period in which they occur and may vary based upon the our common stock price at exercise and the volume of such exercises; therefore, these cannot be
considered in the calculation of the estimated annual effective tax rate. The impact on our income tax provision (benefit) for each of the three months ended
September 30, 2024 and 2023 for such discrete items was an expense of $0.3 million.
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Nine Months Ended September 30, 2024 and 2023

The following table summarizes the income statement key components that we use to evaluate our financial performance on a consolidated and reportable
segment basis for the nine months ended September 30, 2024 and 2023. The differences between the reportable segments’ operating results and other disclosed
data and our consolidated financial results relate primarily to corporate level transactions and adjustments related to transactions recorded at the reportable
segment level which use methods other than generally accepted accounting principles.

Nine Months Ended September 30,
2024 2023 % Change

(in thousands)
Revenues

Housekeeping $ 572,666 $ 575,256 (0.5)%
Dietary 705,204 672,293 4.9 %
Consolidated $ 1,277,870 $ 1,247,549 2.4 %

Costs of services provided

Housekeeping $ 524,974 $ 528,309 (0.6)%
Dietary 660,129 643,255 2.6 %
Corporate and eliminations (76,720) (64,045) 19.8 %
Consolidated $ 1,108,383 $ 1,107,519 0.1 %

Selling, general and administrative expense

Corporate and eliminations $ 138,236 $ 120,523 14.7 %

Investment and other income, net

Corporate and eliminations $ 12,145 $ 7,047 72.3 %

Interest expense

Corporate and eliminations $ (5,260) $ (5,798) (9.3)%

Income before income taxes

Housekeeping $ 47,692 $ 46,947 1.6 %
Dietary 45,075 29,038 55.2 %
Corporate and eliminations (54,631) (55,229) (1.1)%
Consolidated $ 38,136 $ 20,756 83.7 %

Housekeeping and Dietary revenues represented approximately 44.8% and 55.2% of consolidated revenues for the nine months ended September 30, 2024,
respectively.
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The following table sets forth the ratio of certain items to consolidated revenues:
Nine Months Ended September 30,

2024 2023

Revenues 100.0 % 100.0 %
Operating costs and expenses:

Costs of services provided 86.7 % 88.8 %
Selling, general and administrative expense 10.8 % 9.7 %

Other (expense) income:
Investment and other income, net 1.0 % 0.6 %
Interest expense (0.4)% (0.5)%

Income before income taxes 3.1 % 1.6 %
Income tax provision 0.8 % 0.5 %
Net income 2.3 % 1.1 %

Revenues

Consolidated

Consolidated revenues increased to $1,277.9 million for the nine months ended September 30, 2024 compared to $1,247.5 million for the corresponding period
in 2023 as a result of the factors discussed below under Reportable Segments.

Reportable Segments

Housekeeping revenues decreased 0.5% during the nine months ended September 30, 2024 compared to the 2023 comparable period, while Dietary revenues
increased 4.9% over the same period. Housekeeping revenues decreased due to a decline in the number of facilities serviced year-over-year, offset in part by
increases to revenue from costs passed through to customer billings. Dietary revenues increased resulting from increases to contractual pass-throughs of labor
and food costs, which have increased due to inflation and market factors.

Costs of services provided

Consolidated

Consolidated costs of services increased by 0.1% to $1,108.4 million for the nine months ended September 30, 2024 compared to $1,107.5 million for the nine
months ended September 30, 2023.

The following table provides a comparison of key indicators we consider when managing the consolidated costs of services provided:
Nine Months Ended September 30,

Costs of Services Provided - Key Indicators as a % of Consolidated Revenues 2024 2023 Change

Bad debt provision 2.9% 2.6% 0.3%
Self-insurance costs 1.8% 2.5% (0.7)%

In addition to the expense recorded based on the aging of receivables, during the nine months ended September 30, 2024, bad debt provision includes an
increase to the allowance for doubtful accounts of $17.6 million associated with the Chapter 11 bankruptcy of LaVie. We continue to provide services to LaVie
on current terms and are deferring recognition of revenues from LaVie until cash is received. During the nine months ended September 30, 2023, bad debt
provision includes an increase to the allowance for doubtful accounts by $13.8 million arising from two customer groups, one which entered into an assignment
for the benefit of creditors and one which entered into bankruptcy.

The decline in our self-insurance costs during the nine months ended September 30, 2024 was driven by a favorable $5.1 million adjustment to the Company's
self-insurance reserves related to an actuarial assessment of the liability during the nine months ended September 30, 2024. Self-insurance costs have also
decreased during the nine months ended September 30, 2024 relative to the prior comparable period due to improved outcomes on existing workers'
compensation claims.
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Reportable Segments

Costs of services provided for Housekeeping, as a percentage of Housekeeping revenues, was 91.7% and 91.8% for the nine months ended September 30, 2024
and 2023. Costs of services provided for Dietary, as a percentage of Dietary revenues, decreased to 93.6% for the nine months ended September 30, 2024 from
95.7% in the corresponding period in 2023.

The following table provides a comparison of the key indicators we consider when managing costs of services provided at the segment level, as a percentage of
the respective segment’s revenues:

Nine Months Ended September 30,
Costs of Services Provided - Key Indicators as a % of Segment Revenues 2024 2023 Change

Housekeeping labor and other labor-related costs 81.9% 82.0% (0.1)%
Housekeeping supplies 6.8% 7.1% (0.3)%
Housekeeping other costs 3.0% 2.7% 0.3%
Dietary labor and other labor-related costs 57.5% 59.6% (2.1)%
Dietary supplies 35.2% 34.0% 1.2%
Dietary other costs 0.9% 2.1% (1.2)%

Variations within these key indicators relate to the provision of services at facilities served and changes in the mix of customers for whom we provide supplies
or do not provide supplies.

Consolidated Selling, General and Administrative Expense

Included in selling, general and administrative expense are gains and losses associated with changes in the value of investments under the deferred
compensation plan. These investments represent the amounts held on behalf of the participating employees and changes in the value of these investments affect
the amount of our deferred compensation liability. Gains on the plan investments during the nine months ended September 30, 2024 and 2023 increased our
total selling, general and administrative expense for these periods.

Excluding the change in the deferred compensation plan described above, consolidated selling, general and administrative expense increased $12.6 million or
10.7% for the nine months ended September 30, 2024 compared to the corresponding period in 2023. The change was driven primarily by increases in payroll,
legal, travel and fleet-related expenses.

The table below summarizes the changes in these components of selling, general and administrative expense:
Nine Months Ended September 30,

2024 2023 $ Change % Change
(dollar amounts in thousands)

Selling, general and administrative expense excluding
change in deferred compensation plan liability $ 130,467 $ 117,893 $ 12,574 10.7 %
Increase in deferred compensation plan liability 7,769 2,630 5,139 195.4 %
Selling, general and administrative expense $ 138,236 $ 120,523 $ 17,713 14.7 %
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Consolidated Investment and Other Income, net

Investment and other income, net was a $12.1 million gain for the nine months ended September 30, 2024, compared to a $7.0 million gain during the
corresponding 2023 period, due to market fluctuations in the value of our trading security investments representing the funding for our deferred compensation
plan.

The table below summarizes the changes in these components of investment and other income, net:

Nine Months Ended September 30,
2024 2023 $ Change % Change

(dollar amounts in thousands)

Investment and other income, net excluding change in
deferred compensation plan assets $ 4,336 $ 4,485 $ (149) (3.3)%
Increase in deferred compensation plan assets 7,809 2,562 5,247 204.8 %
Investment and other income, net $ 12,145 $ 7,047 $ 5,098 72.3 %

Consolidated Interest Expense

Consolidated interest expense was $5.3 million and $5.8 million for the nine months ended September 30, 2024 and 2023 as the average borrowing amount on
our line of credit decreased, which was offset in part by increased interest rates for 2024.

Consolidated Income Taxes

During the nine months ended September 30, 2024 and 2023, we recognized a provision for income taxes of $10.6 million, a 27.8% effective tax rate, and $5.9
million, a 28.3% effective tax rate, respectively. The actual annual effective tax rate will be impacted by the tax effects of option exercises or vested awards,
which are treated as discrete items in the reporting period in which they occur and may vary based upon the our common stock price at exercise and the volume
of such exercises; therefore, these cannot be considered in the calculation of the estimated annual effective tax rate. The impact on our income tax provision for
the nine months ended September 30, 2024 and 2023 for such discrete items was an expense of approximately $1.5 million and $1.4 million, respectively.

Liquidity and Capital Resources

Our primary sources of liquidity are available cash and cash equivalents, available lines of credit under our revolving credit facility and cash flows from
operating activities. At September 30, 2024, we had cash, cash equivalents and marketable securities of $103.8 million, restricted cash equivalents of $1.1
million, restricted marketable securities of $25.1 million and working capital of $380.9 million, compared to cash, cash equivalents and marketable securities
of $147.5 million and working capital of $354.8 million at December 31, 2023. Our current ratio was 2.9 to 1.0 at September 30, 2024 and 2.6 to 1.0 at
December 31, 2023. Marketable securities represent fixed income investments that are highly liquid and can be readily purchased or sold through established
markets. Such securities are held by our captive insurance company to satisfy capital requirements of the state regulator related to captive insurance companies.
Restricted cash equivalents and restricted marketable securities, at fair value represent highly liquid investments held in a trust account as collateral for certain
insurance coverages the Company obtained from a third-party insurance carrier.

For the nine months ended September 30, 2024 and 2023, our cash flows were as follows:
Nine Months Ended September 30,

2024 2023
(in thousands)

Net cash used in operating activities $ (5,402) $ (5,947)
Net cash used in investing activities $ (15,751) $ (1,910)
Net cash (used in) provided by financing activities $ (5,038) $ 12,891 

Operating Activities

Our primary sources of cash from operating activities are the revenues generated from our Housekeeping and Dietary services. Our primary uses of cash from
operating activities are the funding of our payroll and other personnel-related costs as well as the
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costs of supplies used in providing our services. For the nine months ended September 30, 2024, cash flow from operations was negative primarily due to the
increase in accounts receivable.

Investing Activities

Our principal uses of cash for investing activities are the purchases of marketable securities and capital expenditures such as housekeeping and food service
equipment, computer software and hardware, and furniture and fixtures (see “Capital Expenditures” below for additional information). Such uses of cash are
offset by proceeds from sales of property and equipment and marketable securities.

Our investments in marketable securities, the majority of which are municipal bonds, U.S. treasury bonds and corporate bonds, are intended to achieve our goal
of preserving principal, maintaining adequate liquidity and maximizing returns subject to our investment guidelines. Our investment policy limits investment to
certain types of instruments issued by institutions primarily with investment-grade ratings and places restrictions on concentration by type and issuer.

Financing Activities

The primary use of cash from financing activities is repurchases of our common stock. On February 14, 2023, our Board of Directors authorized the repurchase
of up to 7.5 million outstanding shares (the “Repurchase Plan”) and suspended the quarterly dividend previously issued on common stock as part of our overall
capital rebalancing strategy.

During the three months ended September 30, 2024 and 2023, we repurchased 0.1 million and 0.3 million shares of our common stock for $1.0 million and
$4.0 million, respectively. During the nine months ended September 30, 2024 and 2023, we repurchased 0.4 million and 0.5 million shares of our common
stock for $4.0 million and $6.2 million, respectively. We remain authorized to repurchase up to 6.1 million shares of our Common Stock pursuant to the
Repurchase Plan.

The primary source of cash from financing activities is the net borrowings under our bank line of credit. We borrow for general corporate purposes as needed
throughout the year.

Line of Credit

At September 30, 2024, we had a $300 million bank line of credit on which to draw for general corporate purposes. Amounts drawn under the line of credit
generally bear interest at a floating rate, based on our leverage ratio, and starting at the Term Secured Overnight Financing Rate (“SOFR”) rate plus 165 basis
points. The Company’s line of credit was amended on November 22, 2022 to, among other things, provide for a five-year unsecured revolving loan facility in
the aggregate amount of $300 million with, at the Company’s option, the ability to increase the revolving loan commitments to an aggregate amount not to
exceed $500 million. At September 30, 2024, we borrowed $25 million under the line of credit.

The line of credit requires us to satisfy two financial covenants. The covenants and their respective status at September 30, 2024 were as follows:
Covenant Descriptions and Requirements As of September 30, 2024

Funded debt  to EBITDA  ratio: less than 3.50 to 1.00 0.63
EBITDA to Interest Expense ratio: not less than 3.00 to 1.00 12.62

1. All indebtedness for borrowed money including, but not limited to, capitalized lease obligations, reimbursement obligations in respect of letters of credit and
guarantees of any such indebtedness.

2. Net income plus interest expense, income tax expense, depreciation, amortization, stock compensation expense, costs incurred to maintain the line of credit facility and
certain third-party charges associated with the line of credit agreement or permitted acquisition-related activity, subject to limitations.

As noted above, we were in compliance with our financial covenants at September 30, 2024 and we expect to remain in compliance. The line of credit expires
on November 22, 2027. We believe that our existing capacity under the line of credit provides adequate liquidity.

At September 30, 2024, we also had outstanding $60.2 million in irrevocable standby letters of credit, which relate to payment obligations under our insurance
programs.

1 2
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Capital Expenditures

The level of capital expenditures is generally dependent on the number of new customers obtained. Such capital expenditures primarily consist of housekeeping
and food service equipment purchases, laundry and linen equipment installations, computer hardware and software, furniture and fixtures. Although we have no
specific material commitments for capital expenditures through the end of calendar year 2024, we estimate that for 2024 we will have capital expenditures of
approximately $5.0 million to $7.0 million, of which we have made $4.9 million through September 30, 2024.

Although there can be no assurance, we believe that our cash from operations, existing cash and cash equivalents balance and credit line will be adequate for
the foreseeable future to satisfy the needs of our operations and to fund our anticipated growth. However, should these sources not be sufficient, we would seek
to obtain necessary capital from such sources as long-term debt or equity financing. In addition, there can be no assurance of the terms thereof and any
subsequent equity financing sought may have dilutive effects on our current shareholders.

Material Off-Balance Sheet Arrangements

We have no material off-balance sheet arrangements, other than our irrevocable standby letter of credit previously discussed.

Critical Accounting Policies and Estimates

Our significant accounting policies are described in the notes to the consolidated financial statements included in the Form 10-K for the period ended
December 31, 2023. As described in such notes, we recognize revenue in the period in which the performance obligation is satisfied. Refer to our
Management’s Discussion and Analysis of Financial Condition and Results of Operations included in the Form 10-K.

In preparing our financial statements, management is required to make estimates and assumptions that, among other things, affect the reported amounts of
assets, liabilities, revenue and expenses. These estimates and assumptions are most significant when they involve levels of subjectivity and judgment necessary
to account for highly uncertain matters or matters susceptible to change and where they can have a material impact on our financial condition and operating
performance. If actual results were to differ materially from the estimates made, the reported results could be materially affected.

Critical accounting estimates and the related assumptions are evaluated periodically as conditions warrant, and changes to such estimates are recorded as new
information or changed conditions require.

Item 3.   Quantitative and Qualitative Disclosures About Market Risk

At September 30, 2024, we had $130.0 million in cash and cash equivalents, restricted cash equivalents, marketable securities and restricted marketable
securities. The fair value of all of our cash equivalents and marketable securities are determined based on “Level 1” or “Level 2” inputs, which are based upon
quoted prices for identical or similar instruments in markets that are not active, and model-based valuation techniques for which all significant assumptions are
observable in the market. We place our cash investments in instruments that meet credit quality standards, as specified in our investment policy guidelines.

Investments in both fixed-rate and floating-rate investments carry a degree of interest rate risk. The market value of fixed rate securities may be adversely
impacted by an increase in interest rates, while floating rate securities may produce less income than expected if interest rates fall. Due in part to these factors,
our future investment income may fall short of expectations due to changes in interest rates or if there is a decline in the fair value of our investments.
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Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Disclosure controls and procedures are intended to ensure that information required to be disclosed in our reports under the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), such as this Form 10-Q, is reported in accordance with Securities and Exchange Commission rules. Disclosure controls are
also intended to ensure that such information is accumulated and communicated to Management, including the Principal Executive Officer (President and Chief
Executive Officer) and the Principal Financial Officer (Chief Financial Officer) as appropriate, to allow timely decisions regarding required disclosure. Based
on their evaluation as of September 30, 2024, pursuant to the Exchange Act Rule 13a-15(b), our Management, including our Principal Executive Officer and
Principal Financial Officer, concluded that our internal control over financial reporting was effective, after taking into consideration the controls implemented
during the nine months ended September 30, 2024 to address the material weakness identified in the 2023 Form 10-K.

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that a reasonable possibility exists that a
material misstatement of our annual or interim financial statements would not be prevented or detected on a timely basis. In the course of preparing the
Company’s consolidated financial statements as of and for the year ended December 31, 2023, management identified a material weakness related to accrued
payroll liabilities from employee vested vacation. Our controls over accrued payroll liabilities in respect to accrued vacation were not sufficiently designed to
consider all accounting and disclosure ramifications of such accrued payroll liabilities. This material weakness resulted in immaterial misstatements in our
2022 and 2021 financial statements related to the accounting for accrued vacation which were corrected prior to issuance of the Company’s 2023 financial
statements.

Because of its inherent limitations, internal controls over financial reporting may not prevent or detect misstatements. Projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

Management’s Remediation Plan

The Company concluded that the material weakness identified in the 2023 Form 10-K surrounding controls over the estimation of accrued vacation has been
remediated (the “Remediated Material Weakness”). During the nine months ended September 30, 2024, the Company completed the implementation of the
following remedial measures to address the Remediated Material Weakness:

• Developed a comprehensive method of accruing for vacation hours that resulted in process-level controls being added to ensure completeness and
accuracy of the vacation calculation;

• Standardized the processes performed by accounting department personnel to verify completeness and accuracy of information used in calculating
the vacation accrual, including formal documentation of preparation and subsequent review of all reports and assumptions; and

• Integrated the vacation accrual into the Company’s standardized control activities related to the Company’s financial statement close process,
including controls over manual journal entries and account reconciliations.

Changes in Internal Control over Financial Reporting

Other than the Remediated Material Weakness described in the paragraph above, there were no changes in the Company’s internal controls over financial
reporting that occurred during the three months ended September 30, 2024 that have materially affected, or are reasonably likely to materially affect, the
Company’s internal control over financial reporting. The Company continues to review its disclosure controls and procedures, including its internal control
over financial reporting, and may from time to time make changes aimed at enhancing their effectiveness and to ensure that the Company’s systems evolve
with its business.

Certifications

Certifications of the Principal Executive Officer and Principal Financial Officer regarding, among other items, disclosure controls and procedures are included
as exhibits to this Form 10-Q.
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PART II — OTHER INFORMATION

Item 1. Legal Proceedings

In the normal course of business, the Company is involved in various administrative and legal proceedings, including labor and employment, contracts,
personal injury and insurance matters. The Company believes it is not a party to, nor are any of its properties the subject of, any pending legal proceeding or
governmental examination that would have a material adverse effect on the Company’s consolidated financial condition or liquidity.

At this time, the Company is unable to reasonably estimate possible losses or form a judgment that an unfavorable outcome is either probable, reasonably
possible or remote with respect to certain pending litigation claims asserted.

In light of the uncertainties involved in such proceedings, the ultimate outcome of a particular matter could become material to the Company’s results of
operations for a particular period depending on, among other factors, the size of the loss or liability imposed and the level of the Company’s operating income
for that period.

Item 1A. Risk Factors

As of September 30, 2024, there have been no material changes to the Risk Factors disclosed in “Part I. Item 1A. Risk Factors” in our Annual Report on Form
10-K for the year ended December 31, 2023, with the exception of the risk factor below.

Risks Related to Cybersecurity and Data Privacy

We have experienced cyber attacks and breaches, and may in the future experience cyber attacks and breaches which could cause operational
disruptions, fraud or theft of sensitive information.

Aspects of our operations are reliant upon internet-based activities, such as ordering supplies and back-office functions such as accounting and transaction
processing, making and accepting payments, processing payroll and other administrative functions. A significant disruption or failure of our information
technology systems may have a significant impact on our operations, potentially resulting in service interruptions, security violations, regulatory compliance
failures and other operational difficulties. In addition, any attack perpetrated against our information systems including through a system failure, security
breach or disruption by malware or other damage, could similarly impact our operations and result in loss or misuse of information, litigation and potential
liability. Further, like other companies, we have been subject to, and will continue to be subject to, cyber attacks and breaches and other vulnerabilities to data
security incidents. For example, on October 9, 2024, we identified a cybersecurity incident, which involved unauthorized activity within some of our systems.
The incident has not caused, and is not expected to cause, disruption of our business operations, although there can be no assurance thereof.

Although we have taken steps intended to mitigate the risks presented by potential cyber incidents, it is not possible to protect against every potential power
loss, telecommunications failure, cybersecurity attack, data breach or similar event that may arise. Moreover, the safeguards we use are subject to human
implementation and maintenance, technology evolutions and to other uncertainties. Any of these cyber incidents may result in a violation of applicable laws or
regulations (including privacy and other laws), damage our reputation, cause a loss of customers and give rise to monetary fines and other penalties, which all
could have an adverse effect on our financial condition, results of operations and liquidity.

While we maintain insurance coverage that may, subject to policy terms and conditions including deductibles, cover specific aspects of cyber risks, such
insurance coverage may be insufficient to cover all losses. Third parties to whom we outsource certain of our functions are also subject to the risks outlined
above. We review and assess the cybersecurity controls of our third-party service providers and vendors, as appropriate, and make changes to our business
processes to manage these risks. Data breaches of such third parties could have an adverse effect on our financial condition, results of operations and liquidity.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Repurchases of Equity Securities

On February 14, 2023, our Board of Directors authorized the repurchase of up to 7.5 million outstanding shares of common stock (the “Repurchase Plan”). We
remain authorized to purchase 6.1 million shares of common stock under the Repurchase Plan.

Shares repurchased pursuant to the Repurchase Plan during the three months ended September 30, 2024, were as follows:

Quarter Ended September 30,
2024

Total number of shares of Common
Stock repurchased

Average price paid per share of
Common Stock

Aggregate purchase price of
Common Stock repurchases

Number of remaining shares
authorized for repurchase

(in thousands)

July 1, 2024 - July 31, 2024 — $ — $ — 6,214 
August 1, 2024 - August
31, 2024 — $ — $ — 6,214 
September 1, 2024 -
September 30, 2024 93,500 $ 10.65 $ 996 6,121 
Third quarter 93,500 $ 10.65 $ 996 6,121 

1.    Excludes commissions and other costs of less than $0.1 million.

Item 3. Defaults Upon Senior Securities

Not applicable.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

During the three months ended September 30, 2024, none of our directors or officers (as defined in Rule 16a-1(f) of the Exchange Act) adopted, terminated or
modified a Rule 10b5-1 trading arrangement or non-Rule 10b5-1 trading arrangement (as such terms are defined in Item 408 of Regulation S-K of the
Securities Act of 1933, as amended).

Item 6. Exhibits

The following exhibits are filed as part of this Report:
Exhibit Number Description

31.1 Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act +
31.2 Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act +
32.1 Certification of the Principal Executive Officer and Principal Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act +
101 The following financial information from the Company’s Form 10-Q for the quarterly period ended September 30, 2024 formatted in iXBRL

(Inline eXtensible Business Reporting Language): (i) Consolidated Balance Sheets, (ii) Consolidated Statements of Comprehensive (Loss)
Income, (iii) Consolidated Statements of Cash Flows, (iv) Consolidated Statement of Stockholders’ Equity, and (v) Notes to Consolidated
Financial Statements

104 Cover Page Interactive Data File (formatted as inline XBRL with applicable taxonomy extension information contained in Exhibits 101.)

+ Filed herewith

1
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Signatures

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant had duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

HEALTHCARE SERVICES GROUP, INC.

Date: October 25, 2024 /s/ Theodore Wahl
Theodore Wahl
President & Chief Executive Officer
(Principal Executive Officer)

Date: October 25, 2024 /s/ Vikas Singh
Vikas Singh
Executive Vice President & Chief Financial Officer
(Principal Financial Officer)
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Exhibit 31.1

Certification of the Principal Executive Officer
Pursuant to Rules 13a-14(a) and 15d-14(a)

Under the Securities Exchange Act, as Amended

I, Theodore Wahl, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Healthcare Services Group, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s Board of Directors:

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: October 25, 2024 /s/ Theodore Wahl
Theodore Wahl
President & Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.2

Certification of the Principal Financial Officer
Pursuant to Rules 13a-14(a) and 15d-14(a)

Under the Securities Exchange Act, as Amended

I, Vikas Singh, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Healthcare Services Group, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s Board of Directors:

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: October 25, 2024 /s/ Vikas Singh
Vikas Singh
Executive Vice President & Chief Financial Officer
(Principal Financial Officer)



Exhibit 32.1

Certification Pursuant to
18 U.S.C. Section 1350,
As Adopted Pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report on Form 10-Q of Healthcare Services Group, Inc. (the "Company") for the quarter ended September 30, 2024 as filed
with the Securities and Exchange commission on the date hereof (the "Form 10-Q"), Theodore Wahl, the Chief Executive Officer of the Company, and Andrew
M. Brophy, the Principal Accounting Officer of the Company, each hereby certifies, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, that to the best of their knowledge:

(1) The Form 10-Q fully complies with the requirements of Section 13(a) or 15(d), of the Securities Exchange Act of 1934, as amended; and

(2) That information contained in the Form 10-Q fairly presents, in all material respects, the financial condition and results of operations of the Company.

 
/s/ Theodore Wahl   /s/ Andrew M. Brophy
Theodore Wahl   Andrew M. Brophy
President & Chief Executive Officer   Principal Accounting Officer
(Principal Executive Officer) (Principal Financial and Accounting Officer)
October 25, 2024   October 25, 2024


