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DIRE STRAITS - WHERE ARE
WE, AND HOW DID WE GET
HERE?

Behavioral healthcare in the United States is
in a state of crisis — a crisis that takes on
many forms, both visible and unseen. It has
gained greater recognition since the start of
the COVID-19 pandemic in 2020, and both
the challenge and the call to action to
develop innovative solutions are stronger
than ever. In May 2023, U.S. Surgeon
General Dr. Vivek Murthy declared: “Our
epidemic of loneliness and isolation has
been an underappreciated public health
crisis that has harmed individual and
societal health. Our relationships are a
source of healing and well-being hiding in
plain sight — one that can help us live
healthier, more fulfilled, and more
productive lives."

Behavioral health is at the core of much of
our physical health experience, and the
physical health consequences of poor or
insufficient social connection are
astounding: a
29% increased
risk of heart
disease, a 32%
increased risk
of stroke, and a
50% increased
risk of

"OUR EPIDEMIC OF LONELINESS AND
ISOLATION HAS BEEN AN
UNDERAPPRECIATED PUBLIC HEALTH
CRISIS THAT HAS HARMED INDIVIDUAL
AND  SOCIETAL  HEALTH.  OUR
RELATIONSHIPS ARE A SOURCE OF
HEALING AND WELL-BEING HIDING IN
PLAIN SIGHT — ONE THAT CAN HELP US
LIVE HEALTHIER, MORE FULFILLED, AND
MORE PRODUCTIVE LIVES."

- US SURGEON GENERAL VIVEK MURTHY

developing
dementia for
older adults.
Lacking social
connection
increases risk
of  premature
death by more
than 60%."

Not only are the
conseqguences

significant, but access to care is limited.
Despite a decade-old landmark parity law
that sought to make such behavioral
healthcare coverage on par with broader
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medical care, patients remain highly likely
to go out-of-network with their health
insurers for mental healthcare. Patients
went out-of-network 3.5x more often for a
behavioral health visit compared with a
medical or surgical visit, according to
claims and enrollment data for over 22
million people from 2019-2021. The rate
was 8.9x higher for visits to psychiatrists.
Even for in-network care, health insurers on
average reimbursed medical and surgical
care at rates 22% higher than behavioral
health visits.?

The crisis has been amplified by many
familiar sources: a significant period of
limited in-person interactions brought on by
the COVID-19 pandemic, which remains
strong in a world of Zoom and Teams
dominated meetings that promote ‘isolated
connection’; tech devices' annexation of
our time, fostering distraction and short-
term gratification; an increasing level of
access to an increasing number of harmful
substances that are abused (such as
fentanyl); environments in work and life that
demand fast productivity and less time to
focus on mindfulness. The list goes on.

Behavioral health takes many forms that
demand corresponding care:

e Substance Use Disorder: 17% or 49
million people ages 12+ had a substance
use disorder in 2022, and of that
population, just 7 million (15% of those
with a SUD) actually received treatment.
That population of 49 million afflicted
Americans in 2022 reflects a 20%+
increase since 2020, and that
population has only grown since.?
100,000+ people are dying from drug
overdoses every year.*

o Eating Disorder: 9% or 29 million
Americans will have an eating disorder
in their lifetime. 10,000+ deaths each
year are a direct result of an eating
disorder (~1every 52 minutes).®
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¢ Intellectual & Developmental
Disabilities: 7+ million Americans have
an intellectual and / or developmental
disability. 30+ million Americans are
directly affected by someone with an
intellectual & developmental disability.®

e General Mental Health: 23% or 59
million U.S. adults are impacted by
mental illness (as of 2022), a substantial
increase from the 18% of the adult
population afflicted in 2015. Only half of
adults impacted received treatment.
The population impacted by mental
illness is growing at an average of 5%+
each year.” Think about this relative to
the U.S. overall expected population
growth rate, expected to be 0.6% per
year on average between 2024 and
2034.8 If the level of growth of
Americans afflicted continues at its
current rate, it will take less than 20
years for half of the population to be
impacted by a mental iliness.

Not only are these illnesses frightening on
their own, but they are also often
intertwined. In 2022, 22 million adults had
both a substance use disorder and a mental
iliness. Nearly half of young adults ages 18-
25 had either a mental illness or a
substance use disorder.* Up to 50% of
individuals with eating disorders use
alcohol or illicit drugs — 5x higher than the
general population.®

With the proliferation of these illnesses in
recent years, it is undeniable that American
behavioral health is in a state of crisis.

AN UNACCEPTABLE COST TO
SOCIETY

The behavioral health crisis has frightening
implications for the U.S. healthcare system
and economy as a whole. 65+ million
annual ER visits are related to mentalillness,
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up 55%+ over the last 10 years. Eliminating
unnecessary emergency room use for

mental illness could save ~$4.6 billion
annually.™

Economic Impact of Mental Health™®"

Annual ER visits related
to mental health

>65 million

Annual savings from

~$4.6 bi"ion eliminating unnecessary
mental health ER visits

S Annual lost productivity

$47.6 b|"|on from unplanned mental

health absence

Beyond the healthcare system itself, there
is a burden on America's economic
productivity from absent labor due to
mental illness. Workers with fair or poor
mental health are estimated to have nearly
12 days of unplanned absences annually
compared with 2.5 days for all other
workers. This missed work costs the
economy $47.6 billion annually in lost
productivity." Covering the cost of mental
health, which drives so many other
comorbidities, represents a
disproportionate cost burden to other areas
of care. A May 2024 Sentry injured worker
well-being report found that insurance
claim cases showing evidence of
behavioral health issues made up less than
3% of nearly 540,000 workers'
compensation claims submitted to Sentry
between 2012 and 2019, but accounted for
35% of all costs.” Eating disorders are also
estimated to have an economic cost of
nearly $65 billion.> The annual economic
impact of substance misuse is estimated to
be $249 billion for alcohol misuse and $193
billion for illicit drug use.®
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While these economic impacts are
substantial, there is a burden on families
and communities that cannot truly be
quantified. More than 320,000 children lost
a parent to drug overdose between 2011
and 2021.% Suicide is the third highest
cause of death in the U.S. (<54 years old)
with 1.3+ million attempts annually.” The
lives lost as a result of behavioral health
conditions cannot be ignored and
demonstrate the severity of this crisis — an
ongoing battle that historically has been
underrecognized or felt unwinnable.

ADDRESSING THE MENTAL HEALTH CRISIS™

LACK OF ACCESS TO CARE IS KEY CONTRIBUTOR

More than
51 million

Adults in the US with a mental
health condition

American adults suffer from a

1 in 5 psychiatric disorder
Of those diagnosed with a
. psychiatric disorder did not
6 in 10 receive mental health treatment

So, what are we doing about it?

INNOVATION IN BEHAVIORAL
HEALTH - THE PATH FORWARD

Americans now view this crisis as a top
threat to public health, which has brought
new urgency and new ideas to the table. "I
think we're trying new stuff. The places
where | would expect some opportunities
for better outcomes are around the way we
handle mental health crises — we're putting
in more money, we're putting in more
technology, we're doing it in new ways,”
said Richard Frank, director of the
Brookings Institution's Center on Health
Policy, in a May 2024 panel. U.S. Surgeon
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General Dr. Murthy also noted the following:

“I have seen more investment in the last

three years in mental health — from the

perspective of expanding access to

services and investments in prevention —

than I've seen in nearly 30 years that I've
been in public health.""®

“There’s just such an urgent patient
need for new treatment options...and
that will always be top of mind.”

- Amy Emerson, Lykos CEO

CRG is dedicated to focusing on these
challenges and providing the necessary
capital to healthcare businesses that are
driving solutions forward. CRG's portfolio
company CleanSlate supports medication
assisted treatment for opioid and alcohol
addiction, serving over 20,000 patients
annually across 10 states. Through its 350+
healthcare providers, CRG's portfolio

company Family Care Center (FCC) has
utilized medication management, talk
therapy, and innovative treatments like
transcranial magnetic stimulation (TMS) to
treat tens of thousands of patients across
four states.

"THE PLACES WHERE | WOULD EXPECT
SOME OPPORTUNITIES FOR BETTER
OUTCOMES ARE AROUND THE WAY WE
HANDLE MENTAL HEALTH CRISES —
WE'RE PUTTING IN MORE MONEY,
WE'RE PUTTING IN MORE TECHNOLOGY,
WE'RE DOING IT IN NEW WAYS"

- RICHARD FRANK, DIRECTOR OF THE
BROOKINGS INSTITUTION'S CENTER ON
HEALTH POLICY

By enhancing outcomes and access to key
behavioral healthcare, while also providing
services at a materially lower cost than
alternative treatments, these businesses



= LRG

are driving critical solutions forward. New
and revamped programs to enhance
access continue to emerge. In June 2024,
a Medicaid experiment at community clinics
expanded to 10 new states to bolster
sustainable funding and help facilities that
serve low-income patients by providing
mental health and substance use treatment.
This marks the first time that new states
have been added to the Medicaid
demonstration since 2017, when it launched
in eight states. The program is providing
necessary support to clinics serving
roughly three million people and reflects a
focus on renewed creativity in funding the
delivery of necessary care.” Other
programs, such as the $1billion 988 Suicide
& Crisis Lifeline initiative, first established in
2022, have experienced challenges with
their rollout; however, they are receiving a
renewed push to refine their approach and
improve access to care.” There are also
reinvigorated efforts from the Surgeon
General to add restrictions and warning
labels about the potential harms that the ~5
hours of social media use daily has on
teens’ mental health, stating: “We have the
resources and tools to make social media
safe for our kids. Now is the time to
summon the will to act."™

“We have the resources and tools to

make social media safe for our kids.

Now is the time to summon the will to
act.”

- US Surgeon General Vivek Murthy

Innovative behavioral health businesses
continue to drive progress in the face of
roadblocks that emerge as new innovations
are tried and tested. In June 2024, FDA
advisors met to review a new drug
application from Lykos Therapeutics, which
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oversaw the clinical trials of what could
become the first psychedelic-based

(MDMA) treatment approved in the U.S. for
veterans  with  post-traumatic  stress

disorder, along with numerous applications
towards broader mental health conditions.?°

DR. CHUCK
WEBER,
FOUNDER OF
FAMILY CARE
CENTER,
PROVIDING
TMS THERAPY
TO A PATIENT

While the FDA advisory panel concluded
that publicly available evidence for MDMA-
assisted therapy is currently insufficient
and it is difficult to determine how
frequently benefits and harms are
misreported, Lykos is looking towards the
next FDA milestone as an opportunity to
gather even more information.?' Lykos'
CEO, Amy Emerson, commented: “There's
just such an urgent patient need for new
treatment options, and we really use that as
our guiding light as we develop MDMA-
assisted therapy. All along, we've been
really committed to safety, and that will
always be top of mind.” There is growing
interest and support to explore the use of
psychedelics as therapeutics. Along with
MDMA, drugs like ketamine and psilocybin
mushrooms are being studied in clinical
trials to treat a variety of mental health
disorders. The Lykos treatment is the first
to reach this point in the review process.?

While creative treatments continue to break
new ground, CRG intends to double down
on its support for growing, innovative
companies that make a material difference
in care delivery and patient outcomes in the
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behavioral health sector. Family Care
Center's innovation in TMS treatments is
setting a new bar for quality in patient
outcomes. TMS is a noninvasive form of
brain stimulation in which a changing
magnetic field is used to induce an electric
current at a specific area of the brain
through electromagnetic induction. The
treatment was originally FDA approved in
2008 and has recently gained significant
traction with providers, patients and payors
in its use in addressing a number of mental
health conditions. FCC uses TMS to
augment the care of patients with treatment
resistant depression and OCD.

Combating America’s Behavioral Health Crisis:
A Herculean Effort

prescribing providers collaborate, 91%
experience a significant improvement in
their depressive symptoms. When patients
participate in TMS, medication
management, and therapy, a clinically
significant positive response occurs 95% of
the time.?2 FCC is setting the gold standard
in driving results and making a difference in
patients' lives who suffer from mental
illness.

EFFICACY OF MENTAL HEALTH TREATMENT??

National benchmark for clinical

52% i i
o improvement in mental health
88 0/ Of FCC patients experience clinical
o improvement
Of FCC patients have a significant
95 % positive response when participating

in TMS, medication management,
and therapy

FCC's focus on providing multidisciplinary
clinical services has proven particularly
powerful in improving mental health
outcomes. In fact, FCC patients with
depression  experienced a clinically
significant improvement more frequently
than similar practices according to a
national benchmark report. The standard
for measuring mental health outcomes is in
the form of PHQ-9 scoring, and the national
benchmark is 52% clinical improvement
from treatment. FCC patients who
participate in any single service alone (talk
therapy, medication management, or TMS)
have experienced clinical improvement
88% of the time. When therapists and

CONCLUSION

The behavioral health crisis is ever present
across the United States. The severity and
prevalence of these illnesses faced by
Americans have brought about extreme
supply-demand imbalances for care and
have established a dynamic $175 billion
addressable market for services to help
meet patients' evolving needs.?

The size of this market continues to grow at
an alarming pace, with more of the
untreated population suffering from
behavioral health conditions gaining
recognition and encouragement to seek out
treatment. Through its targeted behavioral
health thesis and active investments, CRG
aims to do its part in helping reduce
unacceptable cost to the overall system,
close key gaps in delivering necessary
care, and support innovative treatment
solutions that improve patient outcomes.

“Victory is not won in miles but in
inches. Win a little now, hold your
ground, and later win a little more.”
- Louis L'Amour




IMPORTANT DISCLOSURES

This article is for informational and educational purposes only and does not constitute an offer to sell or
buy any securities and may not be used or relied upon in connection with any offer or sale of securities.
It does not constitute a solicitation of clients and may not be used or relied upon in connection with any
solicitation of clients. An offer or solicitation will be made only through a final confidential private
placement memorandum (the “Memorandum”), limited partnership agreement and/or subscription
agreement to a particular fund (collectively, as modified or supplemented from time to time, the
“Definitive Documents”), and will be subject to the terms and conditions contained in such Definitive
Documents.

Recipients of this article agree that none of CR Group L.P. ("CRG" or “we") or its dffiliates or its or their
respective partners, members, employees, officers, directors, agents, or representatives shall have any
liability for any misstatement or omission of fact or any opinion expressed herein. Each recipient further
agrees that it will (i) not copy, reproduce, and/or distribute this article, in whole or in part, to any person
or party without the prior written consent of CRG; and (ii) keep permanently confidential all information
contained herein that is not already public. Additionally, by accepting this article, each recipient agrees
that this article is being delivered to them subject to the provisions of this disclaimer and any
confidentiality agreement entered into between CRG and each recipient.

This overview does not purport to be complete. The information contained in this article is current and
intended to provide the observations and views of CRG only as of the dates as noted in the article,
without regard to the date on which any recipient may receive or access the information. Neither CRG
nor any of its dffiliates makes any representation or warranty, express or implied, as to the accuracy or
completeness of the information contained herein or the validity of the assumptions on which the article
is based. Nothing contained herein should be relied upon as a promise or representation as to past or
future performance of any CRG fund or any other entity. The information contained herein is subject to
change, and CRG and its members, partners, stockholders, managers, directors, officers, employees
and agents do not have any obligation to update any of such information. Unless otherwise noted,
statements herein reflect CRG’s opinions and beliefs regarding general market activity, industry or sector
trends or other broad-base economic or market conditions. These opinions are based on current
expectations, estimates, analysis and/or projections and involve known and unknown risks and
uncertainties. They are not a reliable indicator of future performance or opportunities and actual events
will vary from those described herein and may do so materially and adversely. Therefore, undue reliance
should not be placed thereon. There can be no assurance that historical trends will continue. In addition,
certain information contained herein has been obtained from published and non-published sources
and/or prepared by third-parties, and in certain cases has not been updated through the date hereof.
While such information is believed to be reliable for the purposes of this article, CRG assumes no
responsibility for the accuracy or completeness of such information and such information has not been
independently verified by it.

Certain information contained herein constitutes “forward-looking statements,” which can be identified
by the use of terms such as “may,” “will,” “should,” “could,” “would,” “predicts,” “potential,” “continue,”
“expects,” "anticipates,” “projects,” “future,” “targets,” “indicative,” “intends,” “plans,” "believes,”
“estimates” (or the negatives thereof) or other variations thereon or comparable terminology. Forward-
looking statements are subject to a number of risks and uncertainties, some of which are beyond the
control of CRG, including among others, the risks listed in the Memorandum. Actual results, performance,
prospects or opportunities could differ materially from those expressed in or implied by the forward-
looking statements. Additional risks of which CRG is not currently aware also could cause actual results
to differ. In light of these risks, uncertainties and assumptions, recipients of this article should not place
undue reliance on any forward-looking statements. The forward-looking events discussed in this article
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may not occur. CRG undertakes no obligation to update or revise any forward-looking statements,
whether as a result of new information, future events or otherwise. Forward-looking statements and
discussions of the healthcare sector included herein (e.g., with respect to financial markets, business
opportunities, demand and other conditions, including certain information obtained from published
sources and third-party sources) are subject to COVID-19. The full impact of COVID-19 is particularly
uncertain and difficult to predict, therefore such forward-looking statements do not reflect its ultimate
potential effects, which may materially and adversely impact future performance.

This article does not constitute investment advice, and the information herein is not presented with a
view to providing investment advice with respect to any security, or making any claim as to the past,
current or future performance thereof. CRG expressly disclaims the use of this article for such purposes,
and recipients should not construe the contents of this article as legal, business, tax, regulatory,
accounting, investment or other advice. CRG does not owe any fiduciary duties to the recipients in
connection with or related to the contents of this article. Each recipient should consult its own advisers
as to legal, business, tax, regulatory, accounting, investment and/or other related matters concerning
an investment in any CRG fund.
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