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ALICO, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share amounts)

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable, net
Inventories
Assets held for sale
Prepaid expenses and other current assets

Total current assets

Restricted cash

Property and equipment, net

Goodwill

Deferred financing costs, net of accumulated amortization
Other non-current assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable
Accrued liabilities
Long-term debt, current portion
Income taxes payable
Other current liabilities

Total current liabilities

Long-term debt:
Principal amount, net of current portion
Less: deferred financing costs, net
Long-term debt less current portion and deferred financing costs, net
Lines of credit
Deferred income tax liabilities
Deferred gain on sale
Deferred retirement obligations
Other liabilities
Total liabilities

Commitments and Contingencies (Note 12)
Stockholders' equity:
Preferred stock, no par value, 1,000,000 shares authorized; none issued

Common stock, $1.00 par value, 15,000,000 shares authorized; 8,416,145 and 8,416,145 shares issued and
7,470,031 and 8,199,957 shares outstanding at June 30, 2019 and September 30, 2018, respectively

Additional paid in capital
Treasury stock, at cost, 946,114 and 216,188 shares held at June 30, 2019 and September 30, 2018, respectively
Retained earnings
Total Alico stockholders' equity
Noncontrolling interest
Total stockholders' equity
Total liabilities and stockholders' equity

See accompanying notes to the condensed consolidated financial statements.
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June 30, September 30,
2019 2018
(Unaudited)
3,519 25,260
6,285 2,544
30,706 41,033
2,086 1,391
1,521 833
44,117 71,061
7,006 7,000
343,604 340,403
2,246 2,246
21 136
2,525 2,576
399,519 423,422
4,318 3,764
6,097 9,226
5,325 5,275
6,570 2,320
1,043 913
23,353 21,498
160,855 169,074
(1,416) (1,563)
159,439 167,511
— 2,685
29,311 25,153
— 24,928
3,887 4,052
246 —
216,236 245,827
8,416 8,416
19,756 20,126
(32,205) (7,536)
181,989 151,111
177,956 172,117
5,327 5,478
183,283 177,595
399,519 423,422




ALICO, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

(in thousands, except per share amounts)

Operating revenues:
Alico Citrus
Water Resources and Other Operations
Total operating revenues
Operating expenses:
Alico Citrus
Water Resources and Other Operations
Total operating expenses
Gross profit:
General and administrative expenses
Income from operations
Other (expense) income:
Interest expense
Gain on sale of real estate, property and equipment and assets held for sale
Change in fair value of derivatives
Other income, net
Total other (expense), income
Income before income taxes
Income tax provision
Net income
Net loss attributable to noncontrolling interests
Net income attributable to Alico, Inc. common stockholders

Per share information attributable to Alico, Inc. common stockholders:

Earnings per common share:
Basic
Diluted
Weighted-average number of common shares outstanding:
Basic
Diluted

Cash dividends declared per common share

Three Months Ended June 30,

Nine Months Ended June 30,

2019 2018 2019 2018
$ 56,819 $ 25711 % 118,539 $ 77,499
746 806 2,326 2,151

57,565 26,517 120,865 79,650

31,141 13,697 73,597 56,102

420 906 1,768 3,219

31,561 14,603 75,365 59,321

26,004 11,914 45,500 20,329

2,682 2,955 10,786 9,914

23,322 8,959 34,714 10,415
(1,745) (2,188) (5,625) (6,682)

114 7,248 137 9,083

— — (989) —

8 14 18 158

(1,623) 5,074 (6,459) 2,559

21,699 14,033 28,255 12,974

5,483 4,941 7,082 674

16,216 9,092 21,173 12,300

28 8 151 32

$ 16244 § 9,100 $ 21324 $ 12,332
$ 217§ L1l $ 285 $ 1.50
$ 217§ 109§ 285 % 1.48
7,470 8,228 7,470 8,243

7,471 8,324 7,494 8,314

$ 006 $ 006 $ 018 $ 0.18

See accompanying notes to the condensed consolidated financial statements
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ALICO, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(in thousands)

For the Three Months Ended June 30, 2019

Additional Non-
Common stock Paid In Treasury Retained Total Alico, controlling Total
Shares Amount Capital Stock Earnings Inc. Equity Interest Equity
Balance at March 31,
2019 8416 $ 8416 § 19,733 S (32,496) $ 166,193 $ 161,846 $ 5355 § 167,201
Net income (loss) — — — — 16,244 16,244 (28) 16,216
Dividends ($0.06/share) — — — — (448) (448) — (448)
Treasury stock purchases — — — — — — — —
Stock-based compensation:
Directors — — 1) 291 — 200 — 200
Executives — — 114 — — 114 — 114
Balance at June 30, 2019 8,416 $ 8416 § 19,756 $  (32,205) $ 181,989 $ 177,956 $ 5327 § 183,283

For the Nine Months Ended June 30, 2019

Additional Non-
Common stock Paid In Treasury Retained Total Alico, controlling Total
Shares Amount Capital Stock Earnings Inc. Equity Interest Equity

Balance at September 30,
2018 8,416 $ 8,416 § 20,126 N (7,536) $ 151,111 $ 172,117 $ 5478  § 177,595
Net income (loss) — — — — 21,324 21,324 (151) 21,173
Dividends ($0.18/share) — — — — (1,343) (1,343) — (1,343)
Treasury stock purchases — — — (25,576) — (25,576) — (25,576)
ASC 610-20 adoption — — — — 10,897 10,897 — 10,897
Stock-based compensation:

Directors — — (231) 907 — 676 — 676

Executives — — 684 — — 684 — 684

Executive forfeiture — — (823) — — (823) — (823)
Balance at June 30, 2019 8,416 $ 8,416 $ 19,756 $  (32,205) $ 181,989 $ 177,956  $ 5327 § 183,283




Balance at March 31,
2018

Net income (loss)
Dividends ($0.06/share)
Treasury stock purchases

Capital contribution
received from
noncontrolling interest
funding

Stock-based compensation:

Directors

Executives

Balance at June 30, 2018

Balance at September 30,
2017

Net income (loss)
Dividends ($0.18/share)
Treasury stock purchases

Capital contribution
received from
noncontrolling interest
funding

Stock-based compensation:
Directors

Executives

Balance at June 30, 2018

For the Three Months Ended June 30, 2018

Additional Non-
Common stock Paid In Treasury Retained Total Alico, controlling Total
Shares Amount Capital Stock Earnings Inc. Equity Interest Equity

8416 § 8416 § 19,050 $ (6,208) $ 142,277 $ 163,535  § 4,704 168,239
— — — — 9,100 9,100 ®) 9,092
— — — — (492) (492) — (492)
— — — (2,009) — (2,009) — (2,009)
— — — — — — 1,000 1,000
— — (124) 363 — 239 — 239
_ — 242 — — 242 — 242

8,416 $ 8416 § 19,168 $ (7,854) $ 150,885 $ 170,615  $ 5,696 176,311

For the Nine Months Ended June 30, 2018
Additional Non-
Common stock Paid In Treasury Retained Total Alico, controlling Total
Shares Amount Capital Stock Earnings Inc. Equity Interest Equity

8,416 $ 8416 § 18,694 N (6,502) $ 140,033 $ 160,641  $ 4,728 165,369
— — — — 12,332 12,332 (32) 12,300
_ _ _ _ (1,480) (1,480) — (1,480)
— — — (2,215) — (2,215) — (2,215)
— — — — — — 1,000 1,000
— — (242) 863 — 621 — 621
— — 716 — — 716 — 716

8,416 $ 8416 § 19,168 $ (7,854) $ 150,885 $ 170,615 $ 5,696 176,311

See accompanying notes to the condensed consolidated financial statements



ALICO, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

Net cash provided by operating activities:
Net income

(in thousands)

Nine Months Ended June 30,

Adjustments to reconcile net income to net cash provided by operating activities:

Deferred gain on sale of sugarcane land

Depreciation, depletion and amortization

Deferred income tax provision

Gain on sale of real estate, property and equipment and assets held for sale

Change in fair value of derivatives

Impairment of long-lived assets

Non-cash interest expense on deferred gain on sugarcane land

Stock-based compensation expense
Other

Changes in operating assets and liabilities:

Accounts receivable
Inventories
Prepaid expenses and other assets

Accounts payable and accrued liabilities

Income tax payable
Other liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of property and equipment

Net proceeds from sale of property and equipment and assets held for sale

Change in deposits on purchase of citrus trees

Notes receivables

Net cash (used in) provided by investing activities

Cash flows from financing activities:
Repayments on revolving lines of credit
Borrowings on revolving lines of credit
Principal payments on term loans

Treasury stock purchases

Payment on termination of Global Ag agreement

Dividends paid

Capital contribution received from noncontrolling interest

Capital lease obligation payments

Net cash used in financing activities

Net (decrease) increase in cash and cash equivalents and restricted cash

Cash and cash equivalents and restricted cash at beginning of the period

Cash and cash equivalents and restricted

2019 2018
$ 21,173 $ 12,300
— (767)
10,441 10,327
454 649
(137) (8,315)
989 —
244 1,855
— 1,021
537 1,337
(160) (285)
(3.,741) 4,510)
10,327 6,478
480) (892)
(2,587) (594)
4,250 —
376 (2,485)
41,686 16,119
(14,567) (12,129)
419 31,671
(256) —
56 (379)
(14,348) 19,163
(86,123) (21,424)
83,438 21,424
(8,169) 9,421)
(25,576) (2,215)
(11,300) —
(1,343) (1,480)
— 1,000
— ®)
(49,073) (12,124)
(21,735) 23,158
32,260 3,395
cash at end of the period $ 10,525 $ 26,553

See accompanying notes to the condensed consolidated financial statements.
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ALICO, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Basis of Presentation

Description of Business

Alico, Inc., together with its subsidiaries (collectively, “Alico”, the “Company”, "we", "us" or "our”), is a Florida agribusiness and land management company owning
approximately 117,000 acres of land throughout Florida, including approximately 90,000 acres of mineral rights. The Company manages its land based upon its primary usage,
and reviews its performance based upon two primary classifications: (i) Alico Citrus and (ii) Water Resources and Other Operations. Financial results are presented based upon
its two business segments (Alico Citrus and Water Resources and Other Operations).

non
5

Basis of Presentation

The Company has prepared the accompanying financial statements on a condensed consolidated basis. These accompanying unaudited condensed consolidated interim financial
statements, which are referred to herein as the “Financial Statements", have been prepared in accordance with accounting principles generally accepted in the United States of
America (“U.S. GAAP”) and pursuant to Article 10-01 of Regulation S-X of the U.S. Securities and Exchange Commission ("SEC") for interim financial information. These
Financial Statements do not include all of the disclosures required for complete annual financial statements and, accordingly, certain information, footnotes and disclosures
normally included in annual financial statements, prepared in accordance with U.S. GAAP, have been condensed or omitted in accordance with SEC rules and regulations.
Accordingly, the Financial Statements should be read in conjunction with the Company's audited Consolidated Financial Statements and Notes thereto included in the
Company’s Annual Report on Form 10-K for the fiscal year ended September 30, 2018, as filed with the SEC on December 6, 2018.

The Financial Statements presented in this Form 10-Q are unaudited. However, in the opinion of management, such Financial Statements include all adjustments, consisting
solely of normal recurring adjustments, necessary to present fairly the financial position, results of operations and cash flows for the periods presented in conformity with U.S.
GAAP applicable to interim periods.

Operating results for the interim periods presented are not necessarily indicative of the results that may be expected for the current fiscal year endingSeptember 30, 2019. All
intercompany transactions and account balances between the consolidated businesses have been eliminated.

Segments

Operating segments are defined in the criteria established under the Financial Accounting Standards Board - Accounting Standards Codification (“FASB ASC”) Topic 280 as

components of public entities that engage in business activities from which they may earn revenues and incur expenses for which separate financial information is available and
which is evaluated regularly by the Company’s chief operating decision maker (“CODM?”) in deciding how to assess performance and allocate resources. The Company’s
CODM assesses performance and allocates resources based on two operating segments: (i) Alico Citrus and (ii) Water Resources and Other Operations.

Principles of Consolidation

The Financial Statements include the accounts of Alico and the accounts of all the subsidiaries in which a controlling interest is held by the Company. Under U.S. GAAP,
consolidation is generally required for investments of more than 50% of the outstanding voting stock of an investee, except when control is not held by the majority owner. The
Company’s subsidiaries include: Alico Land Development, Inc., Alico-Agri, Ltd., Alico Plant World, LLC, Alico Fruit Company, LLC, Alico Citrus Nursery, LLC, Alico
Chemical Sales, LLC, 734 Citrus Holdings, LLC and subsidiaries, Alico Fresh Fruit, LLC, Alico Skink Mitigation, LLC and Citree Holdings 1, LLC (“Citree”). The Company
considers the criteria established under FASB ASC Topic 810, “Consolidations™ in its consolidation process. All significant intercompany balances and transactions have been
eliminated in consolidation.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates, judgments and assumptions that affect the reported amounts of
assets and liabilities as of the date of the accompanying Financial Statements, the disclosure of contingent assets and liabilities in the Financial Statements and the
accompanying Notes, and the reported amounts of revenues and expenses and cash flows during the periods presented. Actual results could differ from those estimates based
upon future events. The Company evaluates estimates on an ongoing basis. The estimates are based on current and expected economic conditions, historical experience, the
experience and judgment of the Company’s management and various other specific



assumptions that the Company believes to be reasonable. The Company evaluates its assumptions and estimates on an ongoing basis and may employ outside experts to assist in
the Company’s evaluations.

Restricted Cash

Restricted cash is comprised of cash received from the sale of certain assets for which the use of funds is restricted. For certain sale transactions, the Company sells property,
which serves as collateral for specific debt obligations. As a result, the sale proceeds can only be used to purchase like-kind citrus groves, which are acceptable to the debt
holder. If the restricted cash is not used for such purchases within a twelve-month period, it will be used to pay down principal on Company debt. Based on the contractual uses
of restricted cash, these amounts have been classified as non-current.

Revenue Recognition

Revenues are derived from the sale of processed fruit, fresh fruit, other citrus revenue, leasing revenue and other water and resource revenues. The majority of the revenue is
generated from the sale of citrus fruit to processing facilities and fresh fruit sales. The Company recognizes revenue at the amount it expects to be entitled to be paid,
determined when control of the products or services is transferred to its customers, which occurs upon delivery of and acceptance of the fruit by the customer and the Company
has a right to payment.

The Company has identified one performance obligation as the delivery of fruit to the processing facility (or harvesting of the citrus in the case of fresh fruit) of the customer for
each separate variety of fruit identified in the contract. The Company initially recognizes revenue in an amount which is estimated based on contractual and market prices, if
such market price falls within the range (known as “floor” and “ceiling” prices) identified in the specific contracts. Additionally, the Company also has a contractual agreement
whereby revenue is determined based on applying a cost-plus structure methodology. As such, since these contracts contain elements of variable consideration, the Company
recognizes this variable consideration by using the expected value method. Adjustments are made throughout the year to these estimates as more current relevant industry
information becomes available. Differences between the estimates and the final realization of revenues at the close of the harvesting season can result in either an increase or
decrease to reported revenues. During the periods presented, no material adjustments were made to the reported citrus

revenues.

Receivables under these contracts are primarily paid at the floor amount and are collected within seven days after the harvest week. Any adjustments to pricing as a result of
changes in market prices, which fall within the range of the floor and ceiling price identified in the specific contract, are collected thirty to sixty days after final market pricing is
published. As of June 30, 2019, and September 30, 2018, the Company had total receivables relating to sales of citrus 0f$5,417,000 and $2,471,000, respectively, recorded in
Accounts Receivable, net, in the Condensed Consolidated Balance Sheets.



Disaggregated Revenue

Revenues disaggregated by significant products and services for the three and nine months ended June 30, 2019 and 2018 are as follows:

(in thousands)

Three Months Ended June 30, Nine Months Ended June 30,
2019 2018 2019 2018

Alico Citrus

Early and Mid-Season $ — $ 53 $ 39,574 $ 24,309

Valencias 54,734 24,257 73,480 48,855

Fresh Fruit 1,052 540 3,629 2,046

Other 1,033 861 1,856 2,289
Total $ 56,819 $ 25,711 $ 118,539 $ 77,499
Water Resources and Other Operations

Land and other leasing $ 706 $ 693 $ 2,098 $ 1,780

Other 40 113 228 371
Total $ 746 $ 806 $ 2,326 $ 2,151
Total Revenues $ 57,565 $ 26,517 $ 120,865 $ 79,650

Reclassifications

Certain prior year amounts have been reclassified in the accompanying Financial Statements for consistent presentation to the current period. These reclassifications had no
impact on net income, equity or cash flows as previously reported.

Noncontrolling Interest in Consolidated Subsidiary

The Financial Statements include all assets and liabilities of the less-than100%-owned subsidiary the Company controls, Citree. Accordingly, the Company has recorded a
noncontrolling interest in the equity of such entity. Citree had a net loss of approximately $57,000 and $15,000 for the three months ended June 30, 2019 and 2018, respectively,
and had a net loss of approximately $308,000 and $65,000 for the nine months ended June 30, 2019 and 2018, respectively, of which 51% is attributable to the Company.

Recent Accounting Pronouncements

In February 2016, the FASB issued Accounting Standards Update (“ASU”) 2016-02, “Leases (Topic 842).” This guidance will require entities that enter into leases as a lessee
to recognize right-of-use assets and lease liabilities for those leases classified as operating leases under previous GAAP. The accounting applied by a lessor is largely unchanged
from that applied under previous GAAP. The Company is currently evaluating the impact this guidance will have on our Financial Statements, and it will become effective for
Alico beginning October 1, 2019.

In January 2017, the FASB issued ASU 2017-04, “Intangibles-Goodwill and Other” (Topic 350), which simplifies the accounting for goodwill impairment. The updated
guidance eliminates Step 2 of the impairment test, which requires entities to calculate the implied fair value of goodwill to measure a goodwill impairment charge. Instead,
entities will record an impairment charge based on the excess of a reporting unit’s carrying amount over its fair value, determined in Step 1. This guidance will become effective
for us in the fiscal years beginning after December 15, 2019, including interim periods within those reporting periods. We will adopt this guidance using a prospective approach.
Earlier adoption is permitted for interim or annual goodwill impairment tests performed on testing dates after January 1, 2017. We are currently evaluating the impact on our
consolidated financial statements.

In August 2018, the FASB issued ASU 2018-13, "Fair Value Measurement (Topic 820): Disclosure Framework - Changes to the Disclosure Requirements for Fair Value
Measurements" ("ASU 2018-13"), which aims to improve the overall usefulness of disclosures to financial statement users and reduce unnecessary costs to companies when
preparing fair value measurement



disclosures. ASU 2018-13 is effective for annual and interim periods in the fiscal years beginning after December 15, 2019. Early adoption is permitted. Retrospective adoption
is required, except for certain disclosures, which will be required to be applied prospectively for only the most recent interim or annual period presented in the initial fiscal year
of adoption. The Company does not expect the adoption of ASU 2018-13 will have a material impact on its consolidated financial statements and will adopt the standard
effective October 1, 2020.

In November 2018, the FASB issued ASU 2018-19, “Codification Improvements to Topic 326, Financial Instruments-Credit Losses.” ASU 2018-19 clarifies that receivables
arising from operating leases are not within the scope of Subtopic 326-20. Instead, impairment of receivables arising from operating leases should be accounted for in
accordance with Leases (Topic 842). The standard is effective on October 1, 2020, with early adoption permitted. The Company does not expect the adoption of ASU 2018-19
to have a material impact on the unaudited Condensed Consolidated Financial Statements of the Company. Information regarding the adoption of Leases (Topic 842) is
described above.

The Company has reviewed other recently issued accounting standards which have not yet been adopted in order to determine their potential effect, if any, on the results of
operations or financial condition. Based on the review of these other recently issued standards, the Company does not currently believe that any of those accounting
pronouncements will have a significant effect on its current or future financial position, results of operations, cash flows or disclosures.

Recently Adopted Accounting Pronouncements

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers, and has subsequently issued several supplemental and/or clarifying ASU’s
(collectively, “ASC 606), which prescribes a comprehensive new revenue recognition standard that supersedes previously existing revenue recognition guidance. The new
model provides a five-step analysis in determining when and how revenue is recognized. The core principle of the new guidance is that a company should recognize revenue to
depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods
or services. The standard also requires new, expanded disclosures regarding revenue recognition. The standard allows initial application to be performed retrospectively to each
period presented or as a modified retrospective adjustment as of the date of adoption. ASC 606, also provides for certain practical expedients, including the option to expense as
incurred the incremental costs of obtaining a contract, if the contract period is for one year or less, and policy elections regarding shipping and handling that provides the option
to account for shipping and handling costs as contract fulfillment costs. The Company adopted ASC 606 effective October 1, 2018, the first day of our 2019 fiscal year, using
the modified retrospective method. The implementation of ASC 606 did not require an adjustment to the opening balance of retained earnings as of October 1, 2018 (see Note 1.
“Revenue Recognition”).

In February 2017, the FASB issued ASU 2017-05, Other Income - Gains and Losses from the Derecognition of Nonfinancial Assets (ASC 610-20): Clarifying the Scope of
Asset Derecognition Guidance and Accounting for Partial Sales of Nonfinancial Assets. This standard clarifies the scope and application of ASC 610-20 on the sale, transfer,
and derecognition of nonfinancial assets and in substance nonfinancial assets to non-customers, including partial sales. It also provides guidance on how gains and losses on
transfers of nonfinancial assets and in substance nonfinancial assets to non-customers are recognized. The standard also clarifies the derecognition of businesses is under the
scope of ASC 810. The standard was required to be adopted concurrently with ASC 606, however an entity did not have to apply the same transition method as ASC 606. The
Company adopted ASC 610-20 (“ASC 610-20”) effective October 1, 2018, the first day of our 2019 fiscal year, using the modified retrospective method. The implementation of
ASC 610-20 resulted in an adjustment to increase the opening balance of retained earnings by $14,601,000 as of October 1, 2018 (see Note 7. “Deferred Gain on Sale”).

Seasonality

The Company is primarily engaged in the production of fruit for sale to citrus markets, which is of a seasonal nature, and subject to the influence of natural phenomena and
wide price fluctuations. Historically, the second and third quarters of Alico's fiscal year produce the majority of the Company's annual revenue. Working capital requirements
are typically greater in the first and fourth quarters of the fiscal year, coinciding with harvesting cycles. Because of the seasonality of the business, results for any quarter are not
necessarily indicative of the results that may be achieved for the full fiscal year.



Note 2. Inventories

Inventories consist of the following atJune 30, 2019 and September 30, 2018:

(in thousands) June 30, September 30,
2019 2018
Unharvested fruit crop on the trees $ 28,887 $ 39,888
Other 1,819 1,145
Total inventories $ 30,706 $ 41,033

The Company records its inventory at the lower of cost or net realizable value. For thethree and nine months ended June 30, 2019 and June 30, 2018, the Company did not
record any adjustments to reduce inventory to net realizable value.

During the fiscal year ended September 30, 2018, the Company received insurance proceeds relating to Hurricane Irma of approximately $477,000 for property and casualty
damage claims and approximately $8,952,000 for crop claims. On June 26, 2019, the Company executed an agreement whereby the Company would receive approximately
$486,000 in additional property and casualty claims reimbursement relating to Hurricane Irma. This amount was recorded in the three months ended June 30, 2019. The
reimbursement was received in July 2019. There are no further property and casualty or crop insurance claims pending relating to Hurricane Irma.

The Company is eligible for Hurricane Irma federal relief programs distributed by the Farm Service Agency under the 2017 Wildfires and Hurricane Indemnity Program (2017
WHIP), as well as block grants that will be administered through the State of Florida. As of June 30, 2019, the Company was awaiting final approvals and could not determine
the amount of federal relief funds, if any, which would be received, or when these funds will be disbursed. Subsequent to June 30, 2019 the Company did receive a portion of
federal relief funds (see Note 14. “Subsequent Event”).

Note 3. Assets Held for Sale

In accordance with its strategy to dispose of non-core and under-performing assets, the following assets have been classified as assets held for sale as offlune 30, 2019 and
September 30, 2018:

(in thousands) Carrying Value
June 30, September 30,
2019 2018

Trailers $ 421 $ 456
Frostproof Parcels — 176
East Ranch 1,442 759
Twin Mills 223 —

Total Assets Held For Sale $ 2,086 $ 1,391

On March 1, 2019, the Company sold certain trailers for approximately $35,000.
On October 30, 2018, the Company sold certain parcels at Frostproof for approximately$ 188,000 and realized a gain of approximately $12,000.
On May 2, 2018, the Company sold its Gal Hog property for approximately$7,300,000 and recognized a gain of approximately $6,709,000.

On March 30, 2018, the Company sold property located on its Winterhaven location for approximately$225,000 and recognized a loss of approximately $50,000. This asset was
classified as an asset held for sale during the first quarter of fiscal year 2018.

On February 12, 2018, the Company sold its property at Chancey Bay for approximately$4,200,000 and realized a loss of approximately $51,000. As part of the transaction,
the Company agreed to pay the purchaser rent of $200,000 in exchange for Alico retaining the rights of harvesting and selling of the fruit in the 2017/2018 harvest season.

10



On February 9, 2018, the Company sold its nursery located in Gainesville for approximately$6,500,000 and realized a gain of approximately $111,000.
On January 25, 2018, the Company sold its breeding herd to a third party for approximately$7,800,000. As part of this transaction, the purchaser is also leasing grazing and
other rights on the Alico Ranch from the Company at a rate of $100,000 per month. Upon the sale of a parcel within the East Ranch, the lease rate was adjusted td$98,750 per

month.

On January 19, 2018, the Company sold certain trailers to a third party for$500,000. The Company received $125,000 and the remaining portion is to be paid in accordance
with a promissory note, which bears interest at 5%, over three years.

On October 30, 2017, the Company sold its corporate office building in Fort Myers, Florida for$5,300,000 and realized a gain of approximately $1,751,000. The sales
agreement provides that the Company will lease back a portion of the office space for five years.

Note 4. Property and Equipment, Net

Property and equipment, net consists of the following atJune 30, 2019 and September 30, 2018:

(in thousands) June 30, September 30,
2019 2018
Citrus trees $ 276,045 $ 264,714
Equipment and other facilities 54,645 53,544
Buildings and improvements 8,195 8,052
Total depreciable properties 338,885 326,310
Less: accumulated depreciation and depletion (101,204) (91,858)
Net depreciable properties 237,681 234,452
Land and land improvements 105,923 105,951
Property and equipment, net $ 343,604 $ 340,403

During the nine months ended June 30, 2019, the Company purchased 203 acres of citrus blocks for approximately $1,950,000. These purchases were made from grove owners
from within the Company’s existing grove locations. In April 2019, the Bank agreed to accept these purchases as substitute collateral and release approximately $1,800,000
from restricted cash, which is anticipated to occur in the fourth quarter of fiscal year 2019. Subsequent to April 2019, there were two additional purchases of Citrus blocks for
approximately $100,000 that are not included as part of the substitution collateral.

On September 29, 2018, the Company sold its property at Island Pond for$7,900,000. As Island Pond was collateralized under one of the Company’s loan documents,
$7,000,000 of the proceeds is restricted in use.

On March 15, 2018, the Company sold certain parcels comprised of citrus trees and land located on its Ranch One grove for approximately$586,000 and recognized a loss of
approximately $87,000. As part of the transaction, the revenues generated from these parcels during the 2017/2018 harvest season were allocated to the purchaser.



Note 5. Long-Term Debt and Lines of Credit

The following table summarizes long-term debt and related deferred financing costs, net of accumulated amortization atfune 30, 2019 and September 30, 2018:

(in thousands) June 30, 2019 September 30, 2018
Deferred Financing Deferred Financing
Principal Costs, Net Principal Costs, Net

Long-term debt, net of current portion:

Met Fixed-Rate Term Loans $ 91,250 $ 752 $ 95,938 $ 836
Met Variable-Rate Term Loans 44,563 346 46,719 385
Met Citree Term Loan 4,800 41 4,925 44
PruLoans A & B 16,547 228 17,417 241
Pru Loan E 4,510 11 4,675 17
Pru Loan F 4,510 38 4,675 40

166,180 1,416 174,349 1,563
Less current portion 5,325 — 5,275 —
Long-term debt $ 160,855  $ 1,416 $ 169,074  $ 1,563

The following table summarizes lines of credit and related deferred financing costs, net of accumulated amortization atJune 30, 2019 and September 30, 2018:

June 30, 2019 September 30, 2018
Deferred Financing Deferred Financing
Principal Costs, Net Principal Costs, Net

(in thousands)
Lines of Credit:
RLOC $ — 21 $ — 5 58
WCLC — — 2,685 78
Lines of Credit $ — 3 21 $ 2,685 $ 136
Future maturities of long-term debt as of June 30, 2019 are as follows:
(in thousands)
Due within one year $ 5,325
Due between one and two years 10,975
Due between two and three years 10,975
Due between three and four years 14,605
Due between four and five years 10,755
Due beyond five years 113,545
Total future maturities $ 166,180
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Interest costs expensed and capitalized were as follows:

(in thousands)

Three Months Ended June 30, Nine Months Ended June 30,
2019 2018 2019 2018
Interest expense $ 1,745  $ 2,188 $ 5625 $ 6,682
Interest capitalized 269 166 714 447
Total $ 2,014 §$ 2,354 $ 6,339 $ 7,129

Debt

The Company's credit facilities consist of $125,000,000 in fixed interest rate term loans (“Met Fixed-Rate Term Loans”),$57,500,000 in variable interest rate term loans (“Met
Variable-Rate Term Loans”), a $25,000,000 revolving line of credit (“RLOC”) with Metropolitan Life Insurance Company and New England Life Insurance Company
(collectively “Met™), and a $70,000,000 working capital line of credit (“WCLC”) with Rabo Agrifinance, Inc. (“Rabo”).

The term loans and RLOC are secured by real property. The security for the term loans and RLOC consists of approximately38,200 gross acres of citrus groves and 5,762 gross
acres of ranch land. The WCLC is collateralized by the Company’s current assets and certain other personal property owned by the Company.

The term loans, collectively, are subject to quarterly principal payments of $2,281,250, and mature November 1, 2029. The Met Fixed-Rate Term Loans bear interest at4.15%
per annum, and the Met Variable-Rate Term Loans bear interest at a rate equal to 90 day LIBOR plus 165 basis points (the “LIBOR spread”). The LIBOR spread is subject to
adjustment by the lender beginning May 1, 2017 and is subject to further adjustment every two years thereafter until maturity. No adjustment was made at May 1, 2019. Interest
on the term loans is payable quarterly.

The interest rates on the Met Variable-Rate Term Loans were4.23% per annum and 3.99% per annum as of June 30, 2019 and September 30, 2018, respectively.

The Company may prepay up to$8,750,000 of the Met Fixed-Rate Term Loan principal annually without penalty, and any such prepayments may be applied to reduce
subsequent mandatory principal payments. The maximum annual prepayment was made for calendar year 2015. During the first and second quarter of fiscal year 2018, the
Company elected not to make its principal payment and utilized a portion of its 2015 prepayment to satisfy its principal payment requirements for such quarters. At June 30,
2019, the Company had $5,625,000 remaining available from its 2015 prepayment to reduce future mandatory principal payments should the Company elect to do so. The Met
Variable-Rate Term Loans may be prepaid without penalty.

The RLOC bears interest at a floating rate equal to90 day LIBOR plus 165 basis points, payable quarterly. The LIBOR spread was adjusted by the lender on May 1, 2017 and is
subject to further adjustment every two years thereafter. No adjustment was made at May 1, 2019. Outstanding principal, if any, is due at maturity on November 1, 2019. The
RLOC is subject to an annual commitment fee of 25 basis points on the unused portion of the line of credit. The RLOC is available for funding general corporate needs. The
variable interest rate was 4.23% and 3.99% per annum as of June 30, 2019 and September 30, 2018, respectively. Availability under the RLOC was $25,000,000 as of June 30,
2019.

The WCLC is a revolving credit facility and is available for funding working capital and general corporate requirements. The interest rate on the WCLC is based on theone
month LIBOR, plus a spread, which is adjusted quarterly, based on the Company's debt service coverage ratio for the preceding quarter and can vary from 175 to 250 basis
points. The rate is currently at LIBOR plus 175 basis points. The variable interest rate was4.19% per annum and 3.85% per annum as of June 30, 2019 and September 30, 2018,
respectively. The WCLC agreement was amended on September 30, 2018, and the primary terms of the amendment were an extension of the maturity to November 1, 2021.
There were no changes to the commitment amount or interest rate. Availability under the WCLC was approximately $69,540,000 and $57,015,000 as of June 30, 2019 and
September 30, 2018, respectively.

The WCLC is subject to a quarterly commitment fee on the daily unused availability under the line computed as the commitment amount less the aggregate of the outstanding

loans and outstanding letters of credit. The commitment fee is adjusted quarterly based on Alico's debt service coverage ratio for the preceding quarter and can vary from a
minimum of 20 basis points to a maximum of 30 basis points. Commitment fees to date have been charged at 20 basis points.
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There were no amounts outstanding on the WCLC at June 30, 2019. The WCLC agreement provides for Rabo to issue up to $20,000,000 in letters of credit on the Company’s
behalf. As of June 30, 2019, there was approximately $460,000 in outstanding letters of credit, which correspondingly reduced the Company's availability under the line of
credit.

In 2014, the Company capitalized approximately $2,834,000 of debt financing costs related to the refinancing. These costs, together with approximately$339,000 of costs
related to the retired debt, are being amortized to interest expense over the applicable terms of the loans. Additionally, approximately $123,000 of financing costs were incurred
for the fiscal year ended September 30, 2018 in connection with letters of credit. These costs are also being amortized to interest expense over the applicable terms of the
obligations. The unamortized balance of deferred financing costs related to the financing above was approximately $1,119,000 and approximately $1,357,000 at June 30, 2019
and September 30, 2018, respectively.

These credit facilities noted above are subject to various covenants including the following financial covenants: (i) minimum debt service coverage ratio of1.10 to 1.00, (ii)
tangible net worth of at least $160,000,000 increased annually by 10% of consolidated net income for the preceding years, or approximately$163,581,000 for the year ended
September 30, 2018, (iii) minimum current ratio of 1.50 to 1.00, (iv) debt to total assets ratio not greater than.625 to 1.00, and, solely in the case of the WCLC, (v) a limit on
capital expenditures of $30,000,000 per fiscal year. As of June 30, 2019, the Company was in compliance with all of the financial covenants.

The credit facilities also include a Met Life term loan collateralized by real estate owned by Citree (“Met Citree Loan”). This is a$5,000,000 credit facility that bears interest at
a fixed rate of 5.28% per annum. An initial advance of $500,000 was made at closing on March 4, 2014. The loan agreement was amended to provide for an interim advance of
$2,000,000 on September 17, 2015, and the interest rate was adjusted t05.30% per annum at the time of the interim advance. The final$2,500,000 advance was funded on April
27,2016 and the interest rate was adjusted to 5.28%. Principal payments on this term loan commenced February 1, 2018 and are payable quarterly thereafter. The loan matures
in February 2029.

Transition from LIBOR

The Company is currently evaluating the impact of the transition from LIBOR as an interest rate benchmark to other potential alternative reference rates. Currently, the
Company has debt instruments in place that reference LIBOR-based rates. The transition from LIBOR is estimated to take place in 2021 and management will continue to
actively assess the related opportunities and risks involved in this transition.

Silver Nip Citrus Debt

There are two fixed-rate term loans, with an original combined balance 0f$27,550,000, bearing interest at5.35% per annum (“Pru Loans A & B”). Principal of $290,000 is
payable quarterly, together with accrued interest. On February 15, 2015, 734 Citrus Holdings, LLC d/b/a Silver Nip Citrus (“Silver Nip Citrus”) made a prepayment of
$750,000. In addition, the Company made prepayments of approximately$4,453,000 in the second fiscal quarter of 2018 with the sale of certain properties, which were
collateralized under these loans. The Company may prepay up to $5,000,000 of principal without penalty. As such, the Company exceeded the allowed $5,000,000 prepayment
by approximately $203,000 and was required to make a premium payment of approximately$22,000. The loans are collateralized by real estate in Collier, Hardee, Highlands
and Polk Counties, Florida and mature on June 1, 2029 and June 1, 2033, respectively.

Silver Nip Citrus entered intotwo additional fixed-rate term loans with Prudential to finance the acquisition of al,500 acre citrus grove on September 4, 2014. Each loan was in
the original amount of $5,500,000. Principal of $55,000 per loan is payable quarterly, together with accrued interest. One loan bears interest at 3.85% per annum (“Pru Loan
E”), while the other bears interest at 3.45% per annum (“Pru Loan F”). The interest rate on Pru Loan E is subject to adjustment on September 1, 2019 and every year thereafter
until maturity. Both loans are collateralized by real estate in Charlotte County, Florida. Pru Note E matures September 1, 2021, and Pru Note F matures September 1, 2039.

The Silver Nip Citrus credit agreements were amended on December 1, 2016. The primary terms of the amendments were (1) the Company provided a limited $8,000,000
guaranty of the Silver Nip Citrus debt, (2) the limited personal guarantees provided by George Brokaw, Remy Trafelet and Clayton Wilson prior to the Company’s merger with
Silver Nip Citrus, and also totaling $8,000,000, were released and (3) the consolidated current ratio covenant requirement was reduced from1.50 to 1.00 to 1.00 to 1.00. Silver
Nip Citrus was in compliance with the current ratio covenant as of June 30, 2019, the most recent measurement date.
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Note 6. Accrued Liabilities

Accrued liabilities consist of the following atJune 30, 2019 and September 30, 2018:

(in thousands) June 30, September 30,
2019 2018

Ad valorem taxes $ 1,418  $ 2,196
Accrued interest 1,157 1,191
Accrued employee wages and benefits 1,682 3,115
Inventory received but not invoiced 19 726
Accrued dividends 448 492
Consulting and separation charges 400 —
Accrued insurance 231 223
Current portion of deferred retirement obligations 357 345
Accrued tender offer consulting charges — 274
Other accrued liabilities 385 664

Total accrued liabilities $ 6,097 $ 9,226

Note 7. Deferred Gain on Sale

On November 21, 2014, the Company completed the sale of approximately36,000 acres of land used for sugarcane production and land leasing in Hendry County, Florida to
Global Ag Properties, LLC (“Global”) for approximately $97,900,000 in cash.

The sales price was subject to post-closing adjustments over aten year period. The Company realized a gain of approximately$42,753,000 on the sale. Initially, $29,140,000 of
the gain was deferred due to the Company’s continuing involvement in the property pursuant to a post-closing agreement and the potential price adjustments. The deferral
represented the Company’s estimate of the maximum exposure to loss as a result of the continuing involvement. A net gain of approximately $13,613,000 was recognized at the
time of the sale.

On October 1, 2018, the Company adopted ASC 610-20 and reevaluated the original post closing agreement under the guidance of ASC 610-20. As such, the Company
recorded a derivative asset and derivative liabilities, which resulted in an increase to retained earnings of $14,601,000. This adjustment consisted of recording a derivative asset
in the amount of $3,553,000 relating to potential payments due Alico from Global Ag Properties USA, LLC (“Global Ag”) and derivative liabilities of$13,864,000 relating to
potential payments due Global Ag from Alico. In the first quarter ended December 31, 2018, the Company recorded a loss of $956,000, which reflects the change in fair value
of the derivative asset and derivative liabilities. In the three months ended March 31, 2019, the Company recorded an additional loss of $33,000.

On December 7, 2018, the Company and Global Ag entered into a Termination of Post Closing Agreement (the “2018 Post Closing Agreement”), pursuant to which the parties
thereto agreed to certain terms and conditions under which a Post Closing Agreement, dated as of November 21, 2014 (the “2014 Post Closing Agreement”), may be terminated
prior to the expiration of its stated term and with the payment of certain termination payments. The 2014 Post Closing Agreement was entered into in connection with the
November 21, 2014 closing (the “Land Disposition”) of the sale by Alico to Global Ag of certain land used for sugarcane production and land leasing in Hendry County,
Florida, (the “Land”).

The 2014 Post Closing Agreement contained obligations, including possible payments by Alico and by Global Ag to each other over aten year period following the closing of
the Land Disposition, with the payments each year being based on the difference, if any, between certain computed amounts. Since the time of the closing of the Land
Disposition and up through March 11, 2019, the computations have resulted in payments being made each year by Alico to Global Ag., which have aggregated approximately
$6,518,000.

The 2018 Post Closing Agreement provided for (i) the termination of the 2014 Post Closing Agreement following the satisfaction of certain terms and conditions set forth in the
termination agreement and (ii) the deposit by wire transfer into escrow of an aggregate of $11,300,000 following notification by Global Ag to Alico of the closing date of a sale
of the Land by Global Ag to a third party. The conditions to the termination of the 2014 Post Closing Agreement and the payment of funds to Global Ag included (a) Global
Ag’s assignment to the third party buyer, and such third party buyer’s assumption, of certain specified water management obligations, irrigation and drainage easement
obligations, access easements obligations and obligations under a certain option to
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purchase certain railroad property owned by Alico, (b) delivery to the escrow agent of all instruments and consideration required to consummate the closing by Global Ag of the
sale of the Land to the third party buyer, and (c) delivery to the escrow agent of copies of a water management project cooperation agreement running in favor of Alico and
signed by Global Ag and the third party buyer.

On March 11, 2019, the 2018 Post Closing Agreement was completed. As such, all the conditions of the termination of the 2014 Post Closing Agreement, mentioned above,
were met with the sale of the sugarcane land to a third party. As a result, the Company does not have any future liabilities or commitments to Global Ag in connection with the
2014 Post Closing Agreement.

Note 8. Income Taxes

On December 22, 2017, the U.S. Tax Cuts and Jobs Act (the “Act”) was signed into law. The Act contains significant changes to corporate taxes, including a permanent
reduction of the U.S. corporate tax rate from 35% to 21% effective January 1, 2018. The Company’s statutory rate for the fiscal year ended September 30, 2018 was 24.5%,
based on a fiscal year blended rate calculation. The 21% U.S. corporate tax rate will apply to the fiscal years ending September 30, 2019 and each year thereafter.

The Act required a one-time remeasurement of certain tax related assets and liabilities. During the first quarter ended December 31, 2017, the Company made certain estimates
related to the impact of the Act including the remeasurement of deferred taxes at the new expected tax rate and a revised effective tax rate for the year ended September 30,
2018. The amounts recorded in the six months ended March 31, 2018 for the remeasurement of deferred taxes principally relate to the reduction in the U.S. corporate income tax
rate. During the second and third quarter of fiscal year 2018, the Company made certain updates to the estimates used during the first quarter, which resulted in a change to the
remeasurement. For the nine months ended June 30, 2018, the Company has recorded a tax benefit of approximately$10,000,000 to account for these deferred tax impacts.

The impact of adopting ASC 610 -20 was modified in the quarter ended March 31, 2019 to reflect the deferred tax impact of this adoption. The deferred tax asset related to the
deferred gain on sale has been decreased by $3,704,000 with a corresponding decrease to retained earnings in the quarter ended March 31, 2019, offsetting the October 1, 2018
increase of $14,601,000 to retained earnings for the ASC 610-20 implementation (see Note 7. “Deferred Gain on Sale”).

Note 9. Earnings Per Common Share

Basic earnings per share for Alico's common stock is calculated by dividing net income attributable to Alico common stockholders by the weighted average number of shares of
common stock outstanding for the period. Diluted earnings per common share is similarly calculated, except that the calculation includes the dilutive effect of the assumed
issuance of common shares issuable under equity-based compensation plans in accordance with the treasury stock method, except where the inclusion of such common shares

would have an anti-dilutive impact.

For the three and nine months ended June 30, 2019 and 2018, basic and diluted earnings per common share were as follows:

(in thousands except per share amounts)

Three Months Ended June 30, Nine Months Ended June 30,
2019 2018 2019 2018

Net income attributable to Alico, Inc. common stockholders $ 16,244 $ 9,100 $ 21,324 $ 12,332
Weighted average number of common shares outstanding - basic 7,470 8,228 7,470 8,243
Dilutive effect of equity-based awards 1 96 24 71
Weighted average number of common shares outstanding - diluted 7,471 8,324 7,494 8,314
Net income per common shares attributable to Alico, Inc. common stockholders:

Basic $ 2.17 $ 1.11 $ 2.85 $ 1.50
Diluted $ 2.17 $ 1.09 $ 2.85 $ 1.48
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For the nine months ended June 30, 2019, equity awards are comprised 0f227,500 stock options granted to Executive Officers, after taking into effect the forfeitures 0f832,500
stock options (see Note 11. "Stockholders Equity"). There were no anti-dilutive equity awards that were excluded from the calculation of diluted earnings per common share for
the three and nine months ended June 30, 2019.

Note 10. Segment Information

Segments
Total revenues represent sales to unaffiliated customers, as reported in the Condensed Consolidated Statements of Operations. Goods and services produced by these segments
are sold to wholesalers and processors in the United States who prepare the products for consumption. The Company evaluates the segments’ performance based on direct

margins (gross profit) from operations before general and administrative expenses, interest expense, other income (expense) and income taxes, not including nonrecurring gains
and losses.

Information by operating segment is as follows:

(in thousands) Three Months Ended June 30, Nine Months Ended June 30,
2019 2018 2019 2018
Revenues:
Alico Citrus $ 56,819 $ 25,711 $ 118,539  $ 77,499
Water Resources and Other Operations 746 806 2,326 2,151
Total revenues $ 57,565 $ 26,517 $ 120,865  $ 79,650

Operating expenses:

Alico Citrus $ 31,141 $ 13,697 $ 73,597 % 56,102
Water Resources and Other Operations 420 906 1,768 3,219
Total operating expenses $ 31,561 $ 14,603 $ 75,365 $ 59,321
Gross profit (loss):
Alico Citrus $ 25,678 $ 12,014 $ 44942 § 21,397
Water Resources and Other Operations 326 (100) 558 (1,068)
Total gross profit $ 26,004 $ 11,914 $ 45,500 $ 20,329

Depreciation, depletion and amortization:

Alico Citrus $ 3,445 $ 3,342 $ 10,309 $ 10,106
Water Resources and Other Operations 27 44 82 161
Other Depreciation, Depletion and Amortization 18 19 50 60
Total depreciation, depletion and amortization $ 3490 $ 3,405 $ 10,441  $ 10,327
(in thousands) June 30, September 30,
2019 2018
Assets:
Alico Citrus $ 381,298 $ 405,752
Water Resources and Other Operations 16,691 15,904
Other Corporate Assets 1,530 1,766
Total Assets $ 399,519  § 423,422
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Note 11. Stockholders' Equity

The Company recognizes stock-based compensation expense for (i) Board of Directors (the “Board of Directors” or the “Board”) fees (paid in treasury stock), and (ii) other
awards under the Stock Incentive Plan of 2015 (paid in restricted stock and stock options) (the “2015 Plan”). Stock-based compensation expense is recognized in general and
administrative expenses in the Condensed Consolidated Statements of Operations.

Stock Compensation - Board of Directors

The Board of Directors can either elect to receive stock compensation or cash for their fees for services provided. Stock-based compensation expense relating to the Board of
Director fees was approximately $200,000 and $676,000 for the three and nine months ended June 30, 2019, and approximately $238,000 and $621,000 for the three and nine
months ended June 30, 2018, respectively.

Restricted Stock

In fiscal year 2015, the Company awarded 12,500 restricted shares of the Company’s common stock (“Restricted Stock™) totwo senior executives under the 2015 Plan at a
weighted average fair value of $49.49 per common share, vesting over three to five years.

In November 2017, a senior executive was awarded 5,000 restricted shares of the Company’s common stock (“Restricted Stock”) under the 2015 Plan at a weighted average fair
value of $31.95 per common share, vesting over approximately three years.

Stock compensation expense related to the Restricted Stock totaled approximately $25,000 and $77,000 for the three and nine months ended June 30, 2019, and $37,000 and
$100,000 for the three and nine months ended June 30, 2018, respectively. There was approximately $95,000 and $172,000 of total unrecognized stock compensation costs
related to unvested stock compensation for the Restricted Stock grants at June 30, 2019 and September 30, 2018, respectively.

Stock Option Grant

Stock option grants of 10,000 options to Mr. John Kiernan (the “2019 Option Grants”) were granted on October 25, 2018. The option exercise price for these options was set at
$33.34, the closing price on October 25, 2018. The 2019 Option Grants will vest as follows: (i)3,333 of the options will vest if the price of the Company’s common stock
during a consecutive 20-trading day period exceeds $40.00; (ii) 3,333 of the options will vest if the price of the Company’s common stock during a consecutive20-trading day
period exceeds $45.00; (iii) 3,334 of the options will vest if the price of the Company’s common stock during a consecutive20-trading day period exceeds $50.00. If the
applicable stock price hurdles have not been achieved by (A) the date that is 18 months following the Executive’s termination of employment, if the Executive’s employment is
terminated due to death or disability, (B) the date that is 12 months following the Executive’s termination of employment, if the Executive’s employment is terminated by the
Company without cause, by the Executive with good reason, or due to the Executive’s retirement, or (C) the date of the termination of the Executive’s employment for any other
reason, then any unvested options will be forfeited. In addition, if the applicable stock price hurdles have not been achieved by December 31, 2021 then any unvested options
will be forfeited. The 2019 Option Grants will also become vested to the extent that the applicable stock price hurdles are satisfied in connection with a change in control of the
Company. As of June 30, 2019, the Company’s stock was trading at$30.34 per share, and during the nine months ended June 30, 2019, the stock did not trade above $40.00 per
share; accordingly, none of the stock options are vested at June 30, 2019.

Stock option grants of 210,000 options to Mr. Remy Trafelet and 90,000 options to Mr. John Kiernan (collectively, the “2018 Option Grants™) were granted on September 7,
2018. The option exercise price for these options was set at $33.60, the closing price on September 7, 2018. The 2018 Option Grants will vest as follows: (1)25% of the options
will vest if the price of the Company’s common stock during a consecutive 20-trading day period exceeds $35.00; (ii) 25% of the options will vest if the price of the Company’s
common stock during a consecutive 20-trading day period exceeds $40.00; (iii) 25% of the options will vest if the price of the Company’s common stock during a consecutive
20-trading day period exceeds $45.00; and (iv) 25% of the options will vest if the price of the Company’s common stock during a consecutive20-trading day period exceeds
$50.00. If the applicable stock price hurdles have not been achieved by (A) the date that is18 months following the Executive’s termination of employment, if the Executive’s
employment is terminated due to death or disability, (B) the date that is 12 months following the Executive’s termination of employment, if the Executive’s employment is
terminated by the Company without cause, by the Executive with good reason, or due to the Executive’s retirement, or (C) the date of the termination of the Executive’s
employment for any other reason, then any unvested options will be forfeited. In addition, if the applicable stock price hurdles have not been achieved by December 31, 2021
then any unvested options will be forfeited. The 2018 Option Grants will also become vested to the extent
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that the applicable stock price hurdles are satisfied in connection with a change in control of the Company. As ofJune 30, 2019, the Company’s stock was trading at $30.34 per
share, and during the nine months ended June 30, 2019, the stock did not trade above $35.00 per share; accordingly, none of the stock options are vested atJune 30, 2019. As set
forth below, more than a majority of the 2018 Option Grants issued to Mr. Trafelet were forfeited and the vesting conditions of the remainder were modified, all pursuant to the
Settlement Agreement, as defined below.

A stock option grant of 300,000 options in the case of Mr. Trafelet and 225,000 options in the case of each of Mr. Henry Slack and Mr. George Brokaw (collectively, the “2016
Option Grants™) were granted on December 31, 2016. The option price was set at $27.15, the closing price on December 31, 2016. The 2016 Option Grants will vest as follows:
(1) 25% of the options will vest if the price of the Company’s common stock during a consecutive20-trading day period exceeds $60.00; (ii) 25% of the options will vest if such
price exceeds $75.00; (iii) 25% of the options will vest if such price exceeds$90.00; and (iv) 25% of the options will vest if such price exceeds$105.00. If the applicable stock
price hurdles have not been achieved by (A) the second anniversary of the Executive’s termination of employment, if the Executive’s employment is terminated due to death or
disability, (B) the date that is 18 months following the Executive’s termination of employment, if the Executive’s employment is terminated by the Company without cause, by
the Executive with good reason, or due to the Executive’s retirement, or (C) the date of the termination of the Executive’s employment for any other reason, then any unvested
options will be forfeited. In addition, if the applicable stock price hurdles have not been achieved by the fifth anniversary of the grant date (or the fourth anniversary of the grant
date, in the case of the tranche described in clause (i) above), then any unvested options will be forfeited. The 2016 Option Grants will also become vested to the extent that the
applicable stock price hurdles are satisfied in connection with a change in control of the Company. As of June 30, 2019, the Company’s stock was trading at$30.34 per share,
and during the nine months ended June 30, 2019, the stock did not trade above $60.00 per share; accordingly, none of the stock options are vested atJune 30, 2019. As set forth
below, all of the 2016 Option Grants issued to Mr. Trafelet were forfeited pursuant to the Settlement Agreement, as defined below.

Additionally, 187,500 shares of the 2016 Option Grants made to each of Messrs. Slack and Brokaw were forfeited on September 5, 2018 an