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IMPORTANT PRESENTATION INFORMATION
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PRESENTERS

Michael T. Cartwright
Chairman and

Chief Executive Officer

Andrew W. McWilliams
Chief Financial Officer

Founder and CEQ of Foundations Recovery Netwark

= At Foundations, opened notable treatment facilities including the Canyon in

Malibu, La Paloma in Memphis and Michael's Housge in Palm Springs

» Started Moments of Change & Lifestyle Intervention, two of the leading

national industry cenferences
Author of Believable Hope
20+ years industry experience

Former Chief Accounting Officer with AAC
Former auditor with Emist & Young LLP, a national public accounting firm

Served multiple large for profit healthcare clients in Nashville, TN and Atlanta, GA
including Fortuna 100

Experience across a variely of corporate ransactions. including public olferings of
securities and mergers and acquisitions

17+ years indusiry experience
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AAC: AT A GLANCE

= AAC Holdings, Inc. (“"AAC") is the parent of American Addiction Centers, Inc.

Operates 9 residential alcohol and drug addiction treatment facilities in California, Florida, Louisiana,, Mississippi,
Mevada, New Jersey and Texas

Operates 19 standalone outpatient centers in California, Florida, Louisiana, Mississippi, New Jersey, Rhode Island and
Texas

Operates 5 sober living facilities in California, Florida Mississippi, Nevada, and Texas

Ower 1,300 detoxification, residential and sober living beds

2017 revenue of approximately $318 million up 14%

Approximately 90% of reimbursemeants from commercial payors

Approximately 2,100 employees as of 12/3117

Owns and operates 2 industry-leading laboratories providing loxicology, clinical diagnostic and genomics services
Invested management and Board

Headquartered in Brentwood, Tennessee

* Daoda nat include A4Cars

AAC IS A LEADING PROVIDER OF INPATIENT DRUG AND ALCOHOL ADDICTION TREATMENT SERVICES

IN THE BEHAVIORAL HEALTH SECTOR

@ American Addiction Centers 4



TIMELINE OF AAC’S SUCCESS

* AAC's strong organic track record and disciplined approach to de novos and acquisitions have driven exceptional growth
* Significant capacity in AAC network from recently completed invesiments

® Ability 10 scale census with imited incremental overhead

20m iz 213 2014 2015 206 2017

Bad count 124 138 4 483 T 1.342 1. 148
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AAC: RECENT OPERATIONAL HIGHLIGHTS

= Closed on acquisition of AdCare:

Revenue of 554 million, befare the provision for bad debts and net income of 510 million for the twelve months ended Septembear 30,
2017

« One of the leading providers of addiction treatment in New England with approximately 8,00 admissions, 116,000 outpatient visits and
7 outpatient centers

« Accelerates our plans to further diversify our business by payor, region and treatment type

= Completion of Qutcomes Study:

* More than 4,000 patients in the study conducted in assistance with the Centerstone Research Institule, tracking 12 months of progress
* Results indicate that §3% of AAC patients maintain abstinence ong year after treatment versus nalional benchmark of 30%:

* Days of alcohol use decreased by 80%, and days of hergin use decreased by 88%, 12 months after completing treatment
> Key Leadership Enhancements:

= Dr. Tom Doub - Chiel Clinical and Compliance Officer

= _Formery CEQ of Centerstone Research Institute and Chief Clinical Officer of Centerstone of America
« Dr. Michael Nanko - President and Chief Operating Officer

* Formerly President of Behavioral Health Services for HCA
= Andrew McWilliams - Chief Financial Officer

= Formerty AAC's Chief Accounting Officer and Auditor with Ermnst & Young
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AAC: FINANCIAL HIGHLIGHTS

> Delivered solid 2017 performance:

« Average daily residential revenue (ADR) increased 38% to $873 and average revenue per outpatient visit (ARV)
increased 19% to $403

= Adjusted EBITDA increased 20%; DS0's decreased by 10 days from Q4 "16 to 101 days at Q4 17
= Cash flow from operations was $19.3 million, up substantially from the prior year

« Consolidated Louisiana, Southern Florida and Southern California operations
> Increased financial flexibility:

* Increased borrowing capacity with a new $210 million secured term loan facility and a $55 million revolving credit facility

= Announced 2018 guidance:
« Expect revenues of $365 - $370 million and Adjusted EBITDA of 368 - 72 million

» Guidance includes contribution from AdCare acquisition and is prior to the adoption of ASC 606
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2018 ROADMAP

h- INVESTMENTS IN CLINICAL CARE

= Leveraging new technology that will transform our ability o provide client care

« Investing in clinical care and practices that will enhance patient treatment and lead to further positive
outcomes

* INTEGRATION OF ADCARE
+ Realizing benefit from payor, gecgraphic and service ling diversification

M CONTINUED IMPROVEMENTS IN OPERATIONS

* |mproving performance and profitability at our facility, call center and corporate headquarters
* Census improvement across all sites
= Continuing the performance improvements we have made across all of our facilities

* Continuing to focus on the financial discipline required to improve key operating metrics including
collections and DSOs
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ADCARE ACQUISITION RATIONALE

> Leading provider of treatment for substance abuse and related behavioral conditions in the Northeast
* 30+ year operating history with exceplional management team and well-developed marketing and referral channels

> Payor diversification
« Expands AAC payor mix to include governmeant payors (i.e, Medicare and Medicaid) at similar residential ADRs to AAC average
« [Increases in-network payor mix
* Lowers DSO0s (AdCare DS0O's were 32 days lor their fiscal year ending 9/30/17)

> Service line diversification
=  Expands AAC hospital inpatient revenue from 5% to 17% and standalone outpatient revenue lrom 9% o 10% (pro forma)

> Geographic diversification
* Further penatration of Northeast markets with addition of Massachusetts and expansion in Rhode Island

= Attractive cost and revenue synergy opportunities
= Ability to leverage combined sales and marketing effort and broader service offering 10 treal a larger patient population
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ADCARE FACILITY & PROGRAM OVERVIEW

; .]

: -k el e | I R
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. AdCare Criminal
Facility Type Inpatent Hospital Enpadient Residential Cutpatient Comrectional Facilties
Madcaly Managed Detoxificaton, o Day Traatmen, 10F, OF, Education and Group
Hreta0f Care ‘Rehab, Acule Residential Datoxification, Fesidential Continuing Care Counseling
Patient Population Male/Farmale Adults Male/Famale Adulls MaleFamale Adulls MalpFamale Adulls
2017 Net Revenue® $34.5 million £5.5 million £9.3 mallion £4.9 milion
Capacity
[efectiva bedsfatal beds) LR E 4559 N/A MIA
2017 Average Daily 105 Patients (95%) 40 Residents (87%) >116,000 Visils MIA

Consus (ADC)

*Fevenise before the provision for bad debis
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ADCARE OPERATING / FINANCIAL PERFORMANCE

inpatient/Residential ADC Outpatient Visits
142 145
131 126,830
118,345 117,799 I 116,563
201 2015 2016 2017 2014 2015 201 2017

B InpatientMesidential ADC

= Ccoupancy
Total Net Revenue / AEBITDA
(5 In rillions)
554
251 551

| Mel Revenus
m AEBITDA

2014 2015 2016 B017
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PAYOR MIX DIVERSIFICATION

= AdCare transaction materially diversifies AAC's payor mix

= Qut-of-network payor mix is reduced by from 77% to 66%
= Achieves 73% of AAC's target government payor mix

ADCARE PROFORMA TARGET DEC 31, 2019
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GEOGRAPHIC DIVERSIFICATION

Deen Hopa
Solutions
* Fecovery
Laguna Treatment
Hospital
Resoltions
San Diego

@ Hosgaal Datox Facility

@ Residential Treatment Canter
@ Outpatient Faciliy

@, Sober Living Beds

"\ Laboratory
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EMBEDDED GROWTH FROM RECENT INVESTMENTS

= Invested over 3200mm since the beginning of 2015 to dramatically improve AAC's platiorm (added 700+ residential and sober living beds)

» Filling existing beds could potentially lead to $30 - $50mm of incremenlal annual revenue
« Does not factor in incremental benefits of operating leverage and margin improvemeant

Significant growth in bed capacity Revenue growth opportunity
{average alective bid cour during peiod)
1,348 Current Residential Capacity
1,121 ‘fl> Litilization Rate
Census at Utilization Rate
34 2017 Census

Census Increase
Additional Mo. Revenue (MM)O

Additional Annual Revenue (MM)

2tz 2013 2014 25 2018 2017
Litilization; - 7% T 85% 28% 2% T
B Avg Daily Census B Incremental bed capacity

(1] Anadhrsky asssrs S20,000 i acdtonal monthly revenls par NG i Jwelage GiSus.
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HIGH GROWTH PLATFORM WITH OPERATING

# Corporate overhead as a % of client revenue is trending down - patential to achieve greater operaling leverage on our corporate
platform

o Customer acquisition costs have dramatically decreased - patential for additional improvement with more placement options

Corporate Overhead as a % of Total Revenue Customer Acquisition Cost (§)
{includes sales and marketing) {Cost per Admit)
53929
£3.530 572 53532
e

53,504
O 340%
A% amaes 32

aran R g D68
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HISTORICAL FINANCIAL PERFORMANCE

Average Daily Revenue / Revenue per visit

Average Daily Census & Outpatient Visits
B8

%

2014 2015 B 2017
B Residentiaf ADC W Sober Living ADGC M Outpabient Visis {in 000s)

Total Revenues Adjusted EBITDAM

15 milkons) % milons]

2014 2015 2016 2017
W Facility Charges B Diagnastic | non-ciant

11} Pipasa rolor o the Appendc iod n coaclisson of Adueied EBITDW

2014 2015 2016
B Mat Income {Loss) B Adj. EBITODA [Smm)
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COLLECTIONS

> Q4 2017 DSOs of 101 days represented a ten day decrease from Q4 2016

DSO Roll Up

> Management expects DSOs to trend down to ~100 days in 2018
(Less than 100 days with AdCare)

= 2017 cash collections increased 15% from 2016

o) b i) T Qa7 5T R I

B Facilites & Lab

o TTM Cash Deposits to Net Revenue H0MM
105 0%
SEOMM
101.0% 101.0% ook
100.1% O i
85.0%
S20MM
SibkABA
95.0% o, @ @
Q‘v} Q-"} & 4 ':'*r:_ *a 72 s
- e - = B Collections
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CASH FLOWS

= Applying financial discipline to 2018, we believe that we can generate free cash flows of $20MM-
$23MM for 2018 (assumes maintenance capex of 2.5% and conservative estimate on DSO’s)

2016 2017 {Fr:j:lfe -
Net Cash Provided by Operations 20,1 519.3 531.0
Less: Maintenance Capex -§10.8 -512:10 -$9.5
Free Cash Flow 3107 372 5215
Less: Growth Capex -526.4 -521.0 -510.0
Excess Cash Flow 5371 -513.8 $11.5

* Includes AdCare for 10 months of 2018, excludes the estimated 523.5 million shareholder settlement and assumes maintenance Capex of
5%
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APPENDIX

DESERT HOPE ALUMNI
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APPENDIX: NON-GAAP FINANCIAL MEASURES

Adjusted EBITDA and Pro Forma Adjusted EBITDA (herain collectively referred to as "Non-GAAP Disclosures”) are "non-GAAP linancial measures” as defined under the rules
and regulationa promulgated by the WS, Securities and Exchange Commission. Management believes the Non-GAAP Disclosures provide investors with- additional
meaningéul financial information that showld be considered when agsessing our underlying businass performance and trends, Wa believe the Non-GAAP Disclosures alzso
aenhance inveslors' ability to compare period-to-period finansial resulls. The Non-GAAP Discloswres should not be considered as measures of financial pedormance under
LS. generally accepted accounting peenciples ("GAAP"). The lems excldad from the Non-GAAP Disclosures are significant components in wndarstanding and assessing our
finantial performance and should net be considared as an alternative to net income {loss) or other finansial statement items presanted in the condensed consoldated financial
statements. Because the Mon-GAAP Disclosures are not a measure delermined in accordance with GAAR, the Mon-GAAP Disclosuras may not be comparable o other
similariy- 1led measures of other companies,

Managerman defines Adjusted EBITDA as net income (loss) adiested for interest expanse, mcomsd lax expense (benalit), depreciation and armortization expense, stock-based
compensation and relaled tax reimbursements, litigation settiernent and California matter refated expenses, reorganizalion expenss, acquisiion-relaled expanses (which
includes professional senices for accounting, legal, valuation services and Boenaimg expensas), de novo start-up and other expense, facility closune oparaling losses and
EXPENSES, SMPIoyeE SEVEAnNce expense, kes on extinguishment of debl, gain on contingent consideration assockated with our acquisition of Townsend, and Dargan purchase
gain associated with our acguisition of Sunfise Housa in e Tourth quater of 2005,
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APPENDIX: RECONCILIATION OF AEBITDA

% i Bosansdl FY 2011 F¥ 2012 FY 2013 FY 2014 F¥ 2015 FY 2016 FY 2017

Met income (loss) 4571 5109 43492 56,366 £8.341 {35,741} 525087
Add: Interest expense 337 980 1390 1872 E07 8175 16,811
Add: Income tax expense {benefit) E52 1,148 &15 2558 4,780 (1220 {50080
Add; Depreciation and amartization 195 1258 3,003 a,562 7837 17,686 21,504
Add: Stock-based compensation and related tax reimbursements - zA08 1545 3,030 5757 BE3 7513
Add: Litigation settiement and California matter related expensas - - 2588 487 5446 8,690 25,031
Add: Reorganization expense - - a2 1,176 - - -
Add; Acquisition-related expenses - 150 - B4S 301 3252 1431
Add: De novo facility start-up and other expense - 45 - 1 3364 5663 5,109
Add: Facility closure operating losses/expenses - - - - 2114 771 072
Add; Employes SEVErance expense - - - - - - 3447
Add: Loss on extinguishment of debt = = = = = = 5435
Less: Gain an contingent consideration - - - - - {1,350 -
Less; Bargain purchase gain - - - - {1.775) - -
Adjusted EBITDA {as reportod) 42,055 57,168 $11,558 521,092 $48,277 547,749 457,148
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APPENDIX: VALUABLE REAL ESTATE &
COLLATERAL

= Gross real estate cost basis of approximately $129mm
= Accounts receivable net of allowances, of $34mm as of 12/3117

Real Estate Cost Basis

Laguna L 201

River Daks 19.8
Greanhoussa 23.0
Chcfard 18.1

Daszart Hopa 10.4
i | 14.0
Suenrise Houssa 7.8
Recovery First 1.3
AdCare real esiale 13.7
Total Real Estate Collateral Cost Basis 5 129.2
Accounts Receivables, Net of Allowances (AAC only) § 84.1

Total Real Estate and Receivables Collateral 5 223.3
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APPENDIX: FACILITY OVERVIEW

Facility Beds State Levels of Care Property
River Caks 162 FL DT, ATC, PHP, 10P Owned
i I-En-pua s i i Dm FrTEPHP i s
Greanhouse 130 = DTX, ATC, PHR, ICP Cwnad
Orefard Treatment Center 124 M3 OTx, ATC, PHE 1OP Cnwned
Sunrise House 110 M DT, ATC, PHP, IOP Cnwvrnad
8l Laguna Treatrent Hospital a3 Ca DTX, ATC, PHF, IOP Ownad
E Townsend New Orleans 36 LA DTX. RTC, PHP Leased
E Solutions Treatment Conter &0 My DTY, RTC. PHP 10P Leased
Recovery First =6 FL OT¥, RTC, PHR, 10F OwnedLaased
AdCars - Worcestar 114 hs, OTX, ATC. PHP Crwnad
AdCare - North Kingstown 59 Fi DTX, ATC Crvnied
Total Residential 1,112
Las Vegas Sobar Living 138 WYV Sober Living Leased
Recovery First - Fi, Laudendale East B3 FL Sober Living Leased
= Arlingtan Sober Living 80 ™ Sober Living Leased
3l Cxford Sober Living 72 MS Sober Living Owned/Leased
% San Diego Sober Living 36 GA Sobar Living Leased
L Total Sober Living 409
Total 1.521

BTE: Detondcation, BTC: Anssdental Treatmeant: PSP Partial Hospdakeaton; K- nferases Dutpsationd.
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APPENDIX: PRO FORMA BUSINESS OVERVIEW LTM

- i R ADCRER Pro Forma

g a s

| = i
£ 12,299 7.815 20,414 (+54%)
E 4 7 20 (-29%)
| Occupancy | 78% 93% B4% (+6%)
| ADR | 5873 5699 5846 (-3%)

| m 19 7 26 (+37%)
A 72.155 116,563 188,718 (+162%)

' $403 §77 $202 {-50%)

‘Geographic Expansion 8 states 2 siales 8 siates (+13%)
" 93% 22% B2% (-11%)
125 (-
ﬂ‘f vz
. o1 10
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ADCARE TRANSACTION SUMMARY

Sources and uses

5 in milianf
Sources Uses
Incremental TUE - S65MM {net of issuance cosis) &61.0 AdCare purchase price L850
Seller Note 9.6 Fees and expenses 05
MNew Equity (562,000 shares of AAC stock isswed to seller) 4.8
Earmout [AEBITOMA 12-month Target] 31
Cash from balance sheet / revalver L b
Total sources LRSS Total usas SHES
Pro forma capitalization
Pro Forma -

15 ity nvithiens) 12/31/17 Adjustments AdCare
Cash and cash equivalents L5 TRE (1) & 13
Revolving credit facility Ps 2, i 615 6
Term Loan B g 207 | B5: 272
Capital leases g 1 < 1
Total secured debt $ 208 | $ 717§ 279
Seller pobe: o e S R B L x| s

Total debt i 208 | % 815 289

Net debt P 5 194 8 82§ 276
Consolidated EBITDA per Credit Agreement - ; : i
12/31/17 i g 581§ 11§ 69
Credit statishics: ] :
Secured debt leverage ratio 3.6x | 4.0
Total debt leverage ratio : 36 | i 4.2
Net debt leverage ratio | 3.3 H 4.0%
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