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Disclaimer

Wyatt Matas & Associates does not represent any of the companies covered in this
document. Nor does it speak for the companies in any way. The information in this
document was obtained through interviews with Company executives, quarterly
conference calls and SEC filings.

The information, opinions and analysis contained herein are based on sources be-
lieved to be reliable but no representation, expressed or implied, is made as to its
accuracy, completeness or correctness. Past performance is no guarantee of future
results. The material is to provide our clients with insight into an industry and for
information purposes only and should not be used as the basis for any investment
decision. We are not security advisors. This information is neither a solicitation to
buy nor an offer to sell securities. Information contained herein contains forward-
looking statements and is subject to significant risks and uncertainties, which will
affect the results. The opinions contained herein reflect our current judgment and
are subject to change without notice. We and our affiliates, associates and employ-
ees from time to time may have either a long or short position in securities men-
tioned. Information contained herein may not be reproduced in whole or in part
without the express written consent of Wyatt Matas & Associates.

All materials contained on this document are protected by United States copyright
law and may not be reproduced, distributed, transmitted, displayed, published or
broadcast without the prior written permission from Wyatt Matas & Associates or in
the case of third party materials, the owner of that content. You may not alter or
remove any trademark, copyright or other notice from copies of the content.

© Copyright 2008 Wyatt Matas & Associates, LLC
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OVERVIEW

4 Quarter Ending Decembett Besults:
#
o 7EJ#K,))#K598&%#58&#36% #9954 B #SFAEBBWNH G .))# (Moadiitioh kdAchieving strong double-digit growth in net service revenue and net
income, this was the fifth consecutive year that earnings per share growth has exceeded 20 percent. This strong track record of financial perform-
ance is driven by execution of a long-term strategy focused on achieving consistent internal growth within our same-store base, complemented by de
novo expansion, and selective external growth via strategic acquisitions. Our ability to execute this successful growth strategy is supported by a
commitment to clinical excellence and maintaining a strong balance sheet.”
o 095"#P+9:,&#%$%98%&3+:%#Q><NNR#G59#G5.936#L.+93%9#="" N 8396985BRALUIRR 8EBBEH#36, #,&89%+' %o +'#M. %4
5G#36%,9#@5,&3#5G#8+9%# DR LSIBMHIG 03, 58 +)#) + S59# &H B# QB FETDH B4Q%#' 3+ G GH+)'5#,&89%+'%M<
o 0%3#'%9*,8%#9%*%&. %#G59#36%#G5.936#L.+93%985B4BANIEYI B& LB BR@-+ERIN# 354U | >><"#F )P B0 EHCE 69 #4351 9361
o 0%3#,&85F%#,&89%+'%M#>N<=R#35#U!4<N#F,)),5&#85F @+9%M#35#U!<>#F))),5&#,&#36%#G5.936#L.+93%IHEGH=""4<#
o E+9&,&:'"#S%G59%#,&3%9%' 3/#3+D%'[#M% @ %08/ EB R HA¥EEIRDIBMHAT BELER#35#UT "<>#F,)), 5&#85BE) & 936U#8551936¢B¢
L.+93%9#5GH=""4<#HEKX?;-#F%9:, &I8B0Di+'#! Q<4R<#
o O[-#+H#+#@%98%&3#5G#9%*%&. %0#M%89%+' %o M#+'#-BREYTTRIB B2+ ReHE EHEBGRHR . HBBTIE0<#76, #1+'HEoBR + ) (M IS
N,:63#:+,&'#,&#%GG,8,%8&8,%'#M.%#35#36%#,F @) %F%&3+3,5&#5G#36%,9#3%86&5)5: (#@) +3G59F<#
K+M#M%S3#%D @ %& '%#+#=<B#F,)), 5&/#!<QR#5G#9%*%&. %#85F @ +9%M#35#T<4#F,)), 5&#59#=<QR#5G#9%*%&.%#)+'3:
I>#F,)),58&#,8#MUS3#5&#S+)+8&8%#'6%%3#85&','3, & #F+,&) (#5G#+8L.,',3,5&#&53% #@+(+S) %<#
\%*%&.%#5.3'3+&M, & A#QI#M+('#85F @+9%M#35#QTHM+('#,&#=""4<##
J@%9+3,&:#X&8B5F%#,&89%+'%MH#TNR#35#=4#F,)), 5&#85F @ +9%M#35#!B#F,)), 5&#,&#=""4<##

#
Year End 2007 Results:
#t
o 0%3#'9%69*,8%#9%*%&.%#G59#36%#G.))](%+9#@%9,5M#,&#=""N#,&89%+'%M#=B<"R#35#U4BN<B#F,)),5&#85F @+9%M#35
o 095"#P+9:,&#$%98%&3+:%#|+'#QQ<NARH#GE9#=""N#M5I&#GI5F#Q4<>BR#, &#=""4#
0%3#,&85F%#,&89%+'%M#35#U4Q<!#F,)),5&/#59#U &8> 7 HEOHASHNE B NHOH BoHW,&#9%) + 3% MHED Y PG BBVMERBWO%L Y <
8).M,&:#36%#:+,&#58&#9%)%+'%#5GH#-)), +&8%_'#&%3#),+S,),3,%'/#&%3#,&85F%#,&89%+' % MH#QBSHRHSFHIH ' <BHF,)), 5&8#8
EKX?;-#W%D8).M,&:#-)),+&8%Y#,&89%+'%M#>Q<"R#35#U!"B<Z#F,)), 5&#85F @+9%M#35#UNQ<N#F,)), 5&#,&#=""4<#
O[-#%D @%& '%#M%89%+'%M#35#>=R#GI5F#>>R#, &if="5 8N BBE0YE* %0k, Yo#t GISF#' . &, G, 8+&3# Bl BISEHHEBR'3+9
S,&%M#1,36#'.88%"G.)#,&3%:9+3,5&#5G#65.'%#8+))#+8L.,',3,6&#
7+'6#C)5I'A#
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2007 Internal Improvements:
#
o +99(#O9+6-felth quarter internal growth rate in episodic admissions up 10%, total growth rate, including acquisitions, was 21%.
Long term it is expected to be in the 10% range based on same store sales growth and start ups. #
e 75&39,S.3,5&#P+#. &' At
5# 1QZ#F,)),5&#,&#a5F%#a%+)36#9%*%&.%#9%)+3%M#35##+:%8&8,% #5|8&%M#)5&: % 9#36+8&# ! FHF5& 36"
5# I"#F,)),5&#,&#a5F%#a%+)36#+&M#a5'@,8%#23+93#. @#9%*%&.%#9%)+3%M#35#23+93#. @ '#5@ % &#
S.3,5&#F+%#,&
5# X&8.99%M#T#F,)),58#,8#+MM,3,5&+)#85'3'#+"58,+3%M#|,36#+:9%0&8,% HD ) +&&YoM#35#5 @ Y0 &#,&#36"
S# B#F,)),5&#,&#65'@,8%#9%*%&.%#9%)+3%M#35#+:%&8,%'#5&%M#)5&: % 9#36+&#!=#F5R 36'#|, 36 #+#¢
5# IN#F,)),5&#,&#65'@,8%#+&M#65F%#6%+)36#+8B, 3% BIHDZB#BIYGH3,5& #85F @)% 3% M#1,36
@+'3#!=#F5&36'#1,36#+#85&39,S.3,5&#F+9:,&#5G#=R##
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5# K%)51#36%#%D @ %83%M#>"#65F%#6%+)36#+:%&8,% #+&M#Q#65' @,8%#3+9:%3#
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5#  ?6%9%#+9%#=Q# 3+93. @ '#+9%#|HB 1AL I8 368D #5 . 3H#I5#MSH#+#', 3%#'. 9* 06 (#
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o -F%M,'(‘#6+'#95))%M#5.3#+#@5,&3#5G#8+9%#' (' JWFEH6 BEL8 53 DEAI D 31%%&#8+9%# @ 95*, M%9'#+& MHR B8R IE@SH|-+& 1
@9%6%&',*%H@)+& #5GHB+9%/#,83%9+834#1,36#8+9%#:,*%9'<#
5# -S5.3#TQ"#)58+3,5& #8.99%8&3)(#9.&#+#PI7#' (‘3% F##
b5# “+99(#09+6REIMHf Care program has saved countless hours of staff training and has accelerated speed to market preparation
in the new payment environment.”t#
5# ?6%#%D%8.3,5&#5G#-FY%M(','_#3%86&5)5:(#95)) 3 BHO-CABLLY R A Fe@HOHY#) Yo #. @#58&#36%, 9#85F @ U3{359'<
095. @#+9%#+3#)%+'3#+&536%9#=>#F5& 3865 B ECB/EBHBGHEHIY#3%868&5)5: (#G.)) (#95)) % M#5.3<#
o E&859%#$95:9+FAH#
5# E&859%#@95:9+F#,'#,&#M%*%)5@ F%& 3#+& Mt Bi8)) SV4BBT BY2BH8 9969*,8%'#35#G5))51#36%08@H+F, % & 3#
'6593#@%9,5M#5G#3, FY%i#t#
5#  T7T+9%#F+&+:%F%E&3#@95: 9+ F#3 Y FSEBADBIB0* % & 3# % D#J)EO5 HIHBBHEEH Y0 (#1%69%# 39%+3%MH# G 59##
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5# 2@%8,G,8#9%'".)3'#%9%#&53H#+*+,)+S)%<#
#
Significant Acquisition Activity
o C59#36%#(%+9A#75F @)%3%M#!"#-8L.,' 3 GRIHHPRHSBH BB o#+8L.,', 3,5&#+83,*,3(#,&#36%#,&M.'39(<#
o -8L.,",3,5&'#,&8).M%#TZ#65F%#6%+)36#)58+3,58 Y5888 AL BBUTENH0'Y0& 3, & #5* % H! " #F ), 5&H+8&&.+), VIOM#I%* %0 &. Yot
o P5'3#\%8%&3A##
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o -))#369%%#+8L.,",3,5&#%D@+&M#-F%M,'(_#:%5:9+ @6 B3HEETD@ 8 FI HENBEB+9(#S.', &% "#), &% #| I8 BHEIED &ONB ERS
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Analysis of the TLC Home Health Care Acquisition
o ?7#,'#-FUWM(,'_#)+9:%'3#+8L.,",3,5&#35#M+3%#
o -FOM, (‘#6+'#',:&YMH#+#MWG,&,3,*%#+:9%%F%&3#35#@.86+'%#?" 7T#abF%#a%+)36#7+9%#G59#T B QR G} CABMEFYANH]) );
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o 7' 7#39+&'+83,5&#,))#@95*, M%#3+D#S%&%G,3'#5GHQ"#F,)),5&#Mb5))+9'#35#-F%M,'(‘#
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PPS Changes and Case Mix effects oni8ysezhd the Home Health Market:
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2008 Outlook:
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o K)))#K59&%#5&#)5&:#3%9IF#G.3.9YBbEB6 M enSalioR Adpresents a civil tsunami that will place tremendous pressure on
health care system’<##
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An Investment Banking Firm
Amedysis, Inc.
(in thousands)
1Q06 2Q06 3Q06 4Q06 1Q07 2Qo07 3Q07 4Q07
Mar-06 Jun-06 Sep-06 Dec-06 2006 Mar-07 Jun-07 Sep-07  Dec-07 2007
Net Revenues 127,187 132,910 137,041 144,010 541,148 153,581 169,457 180,910 193,986 697,934
Cost of Service 55,770 56,664 59,877 63,147 235,458 67,034 74,657 79,300 87,743 308,734
%of revenue 43.8% 42.6% 43.7% 43.8% 43.5% 43.6% 44.1% 43.8% 45.2% 44.2%
Gross profit 71,417 76,246 77,164 80,863 305,690 86,547 94,800 101,610 106,243 389,200
Gross margin % 56.2% 57.4% 56.3% 56.2% 56.5% 56.4% 55.9% 56.2% 54.8% 55.8%
Salaries and benefits 32,741 34,622 33,186 35,326 135,875 38,008 43,994 44,066 48,366 174,434
% of revenue 25.7% 26.0% 24.2% 24.5% 25.1% 24.7% 26.0% 24.4% 24.9% 25.0%
Other general and administrative 23,583 23,458 23,326 23,686 94,053 25,106 23,735 27,955 27,659 104,455
% of revenue 18.5% 17.6% 17.0% 16.4% 17.4% 16.3% 14.0% 15.5% 14.3% 15.0%
Operating Income 12,720 15,689 18,165 19,082 65,656 20,692 24,041 25,736 26,093 96,562
Operating Margin 10.0% 11.8% 13.3% 13.3% 12.1% 13.5% 14.2% 14.2% 13.5% 13.8%
EBITDA 15,093 18,166 20,652 21,851 75,762 23,433 27,071 29,589 30,218 110,311
EBITDA margin 11.9% 13.7% 15.1% 15.2% 14.0% 15.3% 16.0% 16.4% 15.6% 15.8%
Depreciation and amortization 2,373 2,477 2,487 2,769 10,106 2,741 3,030 3,853 4,125 13,749
EBIT 12,720 15,689 18,165 19,082 65,656 20,692 24,041 25736 26093 96,562
EBIT margin 10.0% 11.8% 13.3% 13.3% 12.1% 13.5% 14.2% 14.2% 13.5% 13.8%
Interest expense (income), net 918 902 664 1,226 3,710 (863) (1,025) -4925 (671) (7,484)
Other expense/(income) (100) (5) 247 (93) 49 (155) 802 64 -83 628
Pretax Income 11,902 14,792 17,254 17,949 61,897 21,710 24,264 30597 26847 103,418
Pretax margin 9.4% 11.1% 12.6% 12.5% 11.4% 14.1% 14.3% 16.9% 13.8% 14.8%
Income Taxes 4,618 5,739 6,695 6,590 23,642 8,445 9,347 10,391 10,115 38,298
Minority Interest 10.00 (17.00) (7)
Net Income from Ops 7,284 9,053 10,559 11,359 38,255 13,265 14,917 20,216 16,715 65,113
Non-recurring charges -
Reported Net Income 7,284 9,053 10,559 11,359 38,255 13,265 14,917 20,216 16,715 65,113
%change year-over-year
Net revenues 80.6% 66.0% 22.2% 21.1% 41.8% 20.8% 27.5% 32.0% 34.7% 29.0%
EBITDA 17.5% 27.5% 27.9% 58.0% 32.7% 55.3% 49.0% 43.3% 38.3% 45.6%
EBIT 10.5% 23.3% 29.5% 61.2% 31.0% 32.7% 53.2% 41.7% 36.7% 47.1%
Pretax income 1.4% 13.0% 34.7% 61.5% 27.0% 82.4% 64.0% 77.3% 49.6% 67.1%

Net income from operations 2.4% 14.2% 36.1% 55.6% 27.1% 82.1% 64.8% 91.5% 47.2% 70.2%
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Gentiva, Inc.

POINTS OF INTEREST:

Gentiva concluded another beneficial quarter, seeing wittesisesainh inet revenues, EBITDA, cash flows, and ER&heantriggs.
CareCentrix, GentivaOs subsidiary also saw substantiaihsldiegsadpng contract extension with the providkle@i®Xae, Gen-
tiva continues to make significant progress phasing outdewicesgmfavor of higher margin, Medicare related sésfamtor, com-
bined with GentivaOs continued strategic regional acquisitMississigpi based GilbertOs Home Health Careipagticgsiaipre in
2008 for the Company.

The main concern with Gentiva, as with any businesshibatitglem Medicare reimbursement, is the recent festechBP&iju
(prospective payment system). While many were concegnadvhisatyaeffect GentivaOs margins or even an adjugni¢atgetpay,
Gentiva insists that PPS changes will minimally effeatdbeindguuint to continued acceptance of a wide vaeiety fufrfservices as
evidence.

Gentiva Health Services, Inc. (Nasdag: GTIV), the nation's leading provider of comprehensive home health and related services, reported the fol-
lowing financial results for the fourth quarter ended December 30, 2007:

e Companywide Net revenues increased 7% to $313.4 million versus the fourth quarter ended December 31, 2008, while gross margin for the

quarter was up nearly 8%.
o Jon Potapchuk, CFO: OMedicare as a percentage of total company revenues edged closer to 50% and Medicare Hor
revenues as a percentage of total Home Healthwegememsy 68%, slightly higher than the third quarter.O

Net income rose 60% to $8.8 million, or $0.31 per diluted share, versus $5.5 million, or $0.20 per diluted share, for the prior year period.

Average diluted shares were 28.8 million versus 28.2 million in the 2006 fourth quarter.

Earnings before interest, taxes, depreciation and amortization (EBITDA) increased 33% to $25.3 million.

EBITDA and net income per diluted share, excluding Healthfield-related restructuring and integration costs in both periods, were $25.6 million
and $0.31 for the fourth quarter of 2007 as compared to $22.3 million and $0.27 for the 2006 fourth quarter.

EBITDA as a percentage of net revenues, excluding Healthfield-related restructuring and integration costs, was 8.2% in the 2007 fourth quar-
ter versus 7.6% in the prior year period.

Malone noted these performance highlights for the 2007 fourth quarter:
¢ In the Home Health segment, Medicare revenues were up 12% versus the prior year period, driven by solid performances in both the expand-
ing specialty programs and in traditional home health services.
o Ron Malone, CEO: OWe ended the year with over 225 specialtyipnogaam4 50 locations. And we are continuing to
launch specialty programs in a numbeiafatmns and expect to do the same in Mississippi after that acquisition clo
Overall segment revenues increased 5%, with the Medicare revenue gain offset somewhat by a decline in non-Medicare business as Gentiva
pursued its ongoing strategy of exiting or renegotiating relationships that do not meet certain profitability standards.
Operating contribution for the segment rose 18%. Operating contribution margin was 14.5% versus 12.9% reported in the fourth quarter of
2006.
CareCentrix revenues and operating contribution each rose about 12% versus the prior year period.
o John Potapchuk, CFO: OThe majority of CareCentrixO revenue grirath weméership increases in CIGNAOs PPO and
Open Access plans, contractual rate changes and inoplefretaecently signed contract in Georgia.O
Operating contribution margin was 9.4%, nearly even with that of the fourth quarter of 2006.
Gentiva made voluntary loan repayments of $6 million in the fourth quarter that reduced long-term debt to $310 million at December 30, 2007.
Together with the strong operating earnings, this has resulted in a lower leverage ratio and has triggered a 25 basis point decrease in the
Company's term loan interest rate, effective February, 2008.

Related Services segment continued to experience some challenges during the fourth quarter. While segment revenues were essentially even
o with the fourth quarter 2006, operating contribution, as expected, declined from the prior year period.

Our Take on Mergers and Acquisitions?
Relationships, Relationships, Relationships.
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Gentiva reported the following results for the fiscal years ended December 30, 2007 and December 31, 2006, including the results of The Health-
field Group, Inc. since its acquisition on February 28, 2006:
o Net revenues increased 11% to $1.23 billion in fiscal 2007 versus the prior year period.
¢ Net income rose 58% to $32.8 million, or $1.15 per diluted share, in fiscal 2007 versus $20.8 million, or $0.76 per diluted share, for the prior
year period.
o EBITDA for 2007 increased 44% to $99.7 million versus $69.3 million in 2006.
e EBITDA for each period included net charges for special items and restructuring and integration costs of $2.4 million and $5.8 million, respec-
tively.
e EBITDA and net income per diluted share for 2007, excluding special items and restructuring and integration costs, were $102.1 million and
$1.20 versus $75.1 million and $0.89 for 20086.
e Operating cash flow increased 22% to $62.7 million for fiscal 2007 as compared to $51.4 million for the prior year.

Significant Acquisition/Contracts for the quarter:
o Agreement to purchase one of Mississippi's largest home health providers (Gilbert's Hospice Care)
o Ron Malone, CEO: OWeOve said many times that we woultbqmusieemeaningful acquisitions, which add to our geo-
graphic reach and provide critical mass. This acquisitiditsceothirdf those objectives. When the transaction closes,
Gentiva will be a major home health provider in the state.O
o John Potapchuk, CEO: OThat transaction will be $55 million. We said that would be a combination of cash and debt. /
stage, weOve planned to use more cash than debt, but we will utilize our revolving credit facility ford&at. At this st
pending on where we stand with rates, may be able to continue to keep a leverage ratio below three times.O
o CareCentrix signing of a contract extension with CIGNA HealthCare that extends that relationship through January of 2011

2008 Outlook
Gentiva also announced that it has raised its 2008 financial outlook, which was previewed in the Company's third quarter earnings news release
last November. The new outlook reflects the following key metrics:
¢ Net revenues in a range between $1.28 billion and $1.32 billion (as compared to the preview of $1.25 billion to $1.29 billion).
e EBITDA in a range between $112 million and $117 million.
e Diluted earnings per share in a range between $1.32 and $1.40 (as compared to the preview of $1.25 to $1.35).
o Continue strategy to separate Home Health from CareCentrix. Home Health continues to focus primarily on elderly care services reimbursed
by Medicare, while CareCentrix serves managed care through its large third-party provider network.
Continue strategy towards a dramatic shift toward Medicare and higher margin commercial business and less Medicaid, less lower margin
commercial business and less intersegment revenues between Home Health and CareCentrix.
Acquisition Forecast:
o Tony Strange, COO: Oin terms of the pipeline, weOre actually seeing a lot more deals. WeOre actually passing on a
today than we might have been a year ago.O
o Focusing on the home health care market
0 Identified critical filters as geography (sun-belt) and businesses that have a higher concentration in quality payers and busi-
nesses
Effect of PPS changes:
o Wil not effect types of patients being treated
0 Selling into the same type of businesses
o0 Limited deviation in terms of methodology to collect patient data

The 2008 outlook incorporates the following assumptions:
¢ No changes during calendar 2008 to either Medicare home health Prospective Payment System refinements or the Medicare home health
market basket increase of 3%, both of which became effective on January 1, 2008.
o Inclusion of partial-year results of Home Health Care Affiliates, Inc., a recently-announced acquisition in Mississippi, which is expected to
close later in the first quarter.
o Exclusion of special items, restructuring or non-recurring charges and other future acquisitions.

Our Take on Mergers and Acquisitions?
Relationships, Relationships, Relationships.
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Gentiva, Inc.
(in thousands)

1Q06 2Q06 3Q06 4Q06 1Qo07 2Q07 3Q07 4Q07 TT™

Mar-06 Jun-06 Sep-06 Dec-06 2006 Mar-07 Jun-07 Sep-07 Dec-07 2007 Dec-07
Net Revenues 243,240 284,061 286,169 293,118 1,106,588 299,542 307,277 309,082 313,396 1,229,297 1,229,297
Cost of Service 143,629 162,885 168,250 169,510 644,274 170,121 176,276 179,041 180,154 705,592 705,592
%of revenue 59.0% 57.3% 58.8% 57.8% 58.2% 56.8% 57.4% 57.9% 57.5% 57.4% 57.4%
Gross profit 99,611 121,176 117,919 123,608 462,314 129,421 131,001 130,041 133,242 523,705 523,705
Gross margin % 41.0% 42.7% 41.2% 42.2% 41.8% 43.2% 42.6% 42.1% 42.5% 42.6% 42.6%
Selling, general and administrative 90,112 105,168 104,520 108,471 408,271 111,065 109,431 110,299 113,247 444,042 444,042
% of revenue 37.0% 37.0% 36.5% 37.0% 36.9% 37.1% 35.6% 35.7% 36.1% 36.1% 36.1%
Operating Income 9,499 16,008 13,399 15,137 54,043 18,356 21,570 19,742 19,995 79,663 79,663
Operating Margin 3.9% 5.6% 4.7% 5.2% 4.9% 6.1% 7.0% 6.4% 6.4% 6.5% 6.5%
EBITDA 12,472 20,033 17,792 18,987 69,284 23,139 26,485 24,749 19,995 79,663 79,663
EBITDA margin 5.1% 7.1% 6.2% 6.5% 6.3% 7.7% 8.6% 8.0% 6.4% 6.5% 6.5%
Depreciation and amortization 2,973 4,025 4,393 3,850 15,241 4,783 4,915 5,007 - - -
EBIT 9,499 16,008 13,399 15,137 54,043 18,356 21,570 19,742 19,995 79,663 79,663
EBIT margin 3.9% 5.6% 4.7% 5.2% 4.9% 6.1% 7.0% 6.4% 6.4% 6.5% 6.5%
Interest expense (income), net 1,916 6,401 6,546 6,538 21,401 6,322 6,137 5754 5,868 24,081 24,081
Other expense/(income) -
Pretax Income 7,583 9,607 6,853 8,599 32,642 12,034 15,433 13988 14127 55582 55582
Pretax margin 3.1% 3.4% 2.4% 2.9% 2.9% 4.0% 5.0% 4.5% 4.5% 4.5% 4.5%
Income Taxes 3,176 4,064 1,539 3,087 11,866 5,195 6,481 5,797 5,281 22,754 22,754.0
Net Income from Ops 4,407 5,543 5,314 5,512 20,776 6,839 8,952 8,191 8,846 32,828 32,828
Non-recurring charges - (404) 3) (2,115) (2,522) (568) (347)
Reported Net Income 4,407 5,139 5,311 3,397 18,254 6,271 8,605 8,191 8,846 32,828 32,828
%change year-over-yeal
Net revenues 17.4% 29.0% 30.3% 32.0% 27.4% 23.1% 8.2% 8.0% 6.9% 11.1% 11.1%
EBITDA 53.6% 134.3% 116.8% 139.7% 112.7% 85.5% 32.2% 39.1% 5.3% 15.0% 15.0%
EBIT 48.8% 140.8% 125.4% 158.0% 112.7% 93.2% 34.7% 47.3% 32.1% 47.4% 47.4%
PreTax Income 10.8% 40.2% 20.8% 53.3% 119.9% 100.6% 102.9% 126.6% 100.2% 106.6% 106.6%
Net income from operations 6.8% 33.6% 24.7% 63.8% 32.0% 55.2% 61.5% 54.1% 60.5% 58.0% 58.0%
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LHC GrouE, Inc.

KEY STATISTICS

In preparation for the reimbursement changes due to rate and regulation changes, LHCG has evaluated the commercial payor philosophy and made im-
provements
0 The Company completed a study on managed care and commercial payor strategies as well as the impact of commercial payors on the
bad debt expense. Many of these providers proved to be not profitable.
o  Simione Consulting also conducted a review of the company’s accounts receivables with a special focus on commercial managed care, and
non-PFFS Medicare Advantage payor relationships.
0 The study showed that this payor base contributed 44% of the bad-debt write-offs, and maintained agreements would only increase the
bad-debt in the future.
e 285 commercial managed care, and non-PFFS Medicare Advantage payor relationships have been terminated and were the
prominent factor in a $3.9 million write-off for the fourth quarter of 2007.
o $2.8 million of the write-off is related to home-care services and $1.1 million is related to hospice care. The write-off reflects the
anticipated difficulty in collection of receivables from these terminated contracts.
e  Simione has been employed to build accounts receivable and improve LHCG collection rates as well as provide a better financial
infrastructure and increase productivity in the future.
e LHC Group also restructured administrative capabilities more efficiently and effectively in response to Congress’s neglecting to implement the
rural add-on
0 LHCG reduced cost by removing non-essential personnel which will reduce salaries and benefits expense by $3 million in 2008.

e The Company enlisted a new credit facility with greater flexibility and resources as they seize opportunities to acquire new facilities

© LHCG terminated a less than optimal lender relationship with GMAC in the fourth quarter

CapitalOne will provide a line of credit of $25 million with an accordion feature and LHC anticipates that the cash flow needs of the
company for the near future will be fulfilled.

Acquisitions and Startups
e In the fourth quarter of 2007, LHCG acquired 4 entities at a cost of $2.7 million. This brings the 2007 total acquisitions to 25 at a cost of $25.1
million.
e  Established 20 DENOVO locations in 2007 including three in the fourth quarter of 2007.
0 This reaffirms the LHCG footprint in Texarkana, AK, Somerville, GA, and Harrisville, WV.
0 LHCG looks to complete 25 start-ups in 2008.

October 1, 2007 Acquisitions:

e  Howard Memorial Hospital (Nashville, AK)
0 Total Medicare Revenue for 2007 was $700 thousand
=  Have already opened a new DENOVO location in Texarkana, AK as part of this venture.
November 1, 2007
e Health Group of Alabama formed a joint venture with two locations
0 Huntsville Hospital(Huntsville, AL) is an 881 bed hospital
0 Decatur General(Decatur, AL) is a 237 bed hospital
= Total Medicare Revenue for 2007 was $3.2 million
December 1, 2007
e St Mary's Medical Center(Huntington, West Virginia)
ol Total Medicare Revenue for 2007 was $1.9 million
January 2, 2007
e  Access Home Health (Springfield, MO)
e Total Medicare revenue was $2.9 Million, which represents the initial entry by LHCG into Missouri where it is now repre-
sented in 20 counties.

Our Take on Mergers and Acquisitions?
Relationships, Relationships, Relationships.
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®  The 2nd Q pretax adjustment for revenue and bad debt was $1.3M. The Company increase their bad debt allocation to 1.5% of gross revenue due to an
analysis of their current performance.

®  There was a decreased revenue in the facility based segment by $1.1M and increased bad debt expense by $222,000. The net income was reduced by
$850,000.

®  Revenue Numbers for 3 months ending June 30th:
ol Home service: $58M up 60.4% from 2006
o!  Organic Growth: $16.5M up 54.4% from 2006
ol Facility Based Services: $12.6M down 9% from 2006
¢ There is a revenue adjustment of $1.1M for CTAC community patients
¢ DSO: 75 days, up from 74 days last year. If adjusted for delays in change of ownership due to acquisitions, the DSO would have been

70 days compared to 65 day during the same quarter of 2006. The increase was due to increase in acquisition activity and the increase
in bad debt allocation.

Operations
®  Admissions 3 months ending June 30th:
ol Home nursing: up 75.6%
¢ Org. Growth: 70.7%
ol Medicare Admissions: up 68.9%
¢ Organic Growth: 63.6%
o!  Average home-based patient census: 16,283 (up 66%)
¢ Org. Growth: 59.8%
o!  Average Medicare Patient Census: 12,222 up 53.9%
¢ Org. Growth: 53.3%
o! 18.1 Visits per Medicare Episode
o!  Total Growth in Medicare Episodes: 60.8%
ol Org. Growth: 51.6%
o! Average Case Mix: 1.36
o!  Av. Reimbursement per episode: $2,595

®  De novo Patients: Startups from existing locations.

® |nthe 2nd Quarter of 2007, established 7 De novos:
ol Fayetteville, AR; Bay St. Louis, MS; Potters, TX; Eddyville, KY, Columbia, GA; Fulton City. KY; Mahan, LA.
o! Plan to open 5 additional de novo locations in 3¢ Quarter. The goal is to reach 15-20 de novos in 2007, Established 12 in the first half of 2007.

®  Quality Care Improvement Project:

ol Patient/Physician Satisfaction Surveys

ol Annual External/Internal audits, quarterly internal audits by performance improvement team.

o! Strides with Homecare Compare scores improvement. The Company has improved 8 of 10 of the categories tracked.

ol Moving into home-based technology with a telemonitoring project, expanding into markets that have patient base and willing nurses/
physicians.

o!  Focus on: control of labor cost, proper allocation of resources, increased focus on market development efforts

ol They are currently testing point of care technology at a home healthcare location that was acquired during the first part of the year. The
billing system LHCG utilizes in the home healthcare division is Mysis.

® The Company currently operates 134 home healthcare agencies and 8 hospice locations.
®  For three months ended June 30, 2007 and 2006, 82.0% and 85.8%, respectively, of net service revenue was from Medicare.

®  Home-based services accounted for 82.2% or revenue and facility-based services was 17.8% or revenue compared with 72.3% and 27.7%, respectively, for
the 2nd quarter 2006.

Our Take on Mergers and Acquisitions?
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e  Marshall Medical Center(Boaz, AL)
o Consists of 2 hospitals and total Medicare revenue of $1 million.

e LHCG currently has 10 letters of intent in progress. Seven are active agreements and four have closing dates that are within the next 60
days.

Financials
Fourth Quarter Financial Results
e Net service revenue increased 25.6% to $81.2 million compared with $64.7 million in the same period of 2006.
0  For the three months ended December 31, 2007 and 2006, 80.9% and 77.5%, respectively, of net service revenue was derived from
Medicare.
=  For the fourth quarter, home-based services accounted for 83.5% of revenue and facility-based services were 16.5% of
revenue compared with 79.8% and 20.2%, respectively, for the comparable prior year quarter.
e Income from continuing operations for the 4tth quarter of 2007 totaled $3.6 million compared with income from continuing operations of $7.7
million for the fourth quarter of 2006.

o Thisincludes a one-time charge to bad debt expense of $3.9 million and consulting fees of $495,000 related to the aforementioned
commercial, managed care and non PFFS Medicare Advantage plan (“Commercial”) accounts for home health and hospice ser-
vices.

0 These 285 Commercial Payors had reimbursement rates averaging 26% below cost, representing approximately 8% of the Com-
pany’s home health revenue, 16% of the Company’s home health admissions and 44% of the Company’s bad debt write-offs against
home health revenue in fiscal year 2007.

0 Inthe fourth quarter of 2007, the Company recorded restructuring costs of $293,000 and minority interest expense increased by
$576,000 due to the conversion of one of its entities from a license lease agreement to a joint venture effective October 1, 2007.

e Netincome for the fourth quarter of 2007 totaled $2.7 million compared with net income of $6.9 million for the fourth quarter of 2006.
o  Netincome for the fourth quarter of 2007 includes an $824,000 after tax loss from discontinued operations
e Days sales outstanding for the three months ended December 31, 2007, was 73 days as compared with 68 days for the same three-month
period in 2006.
o DSO, when adjusted for acquisitions and unbilled accounts receivables, was 63 days
e The adjustment takes into account $8.8 million of unbilled receivables that the Company is delayed in billing due to the lag
time in receiving the change of ownership after acquiring companies.
e  For the comparable period in 2006, adjusted DSO was 60 days, taking into account $5.8 million in unbilled accounts re-
ceivable.
Home-Based Services

e Net service revenue for home-based services for the three months ended December 31, 2007, increased 31.5% to $67.8 million
compared with $51.6 million for the three months ended December 31, 2006.

e Total admissions increased 35.6% to 11,080 during the period, versus 8,173 for the same period in 2006.

e Average home-based patient census for the three months ended December 31, 2007, increased 27.3% to 17,914 patients as com-
pared with 14,073 patients for the fourth quarter of 2006

¢  Organic growth in net service revenue for home-based services, average home-based patient census and admissions, was 13.1%,
11.2% and 4.4%, respectively, as compared with the same period in 2006.

Facility-Based Services

e Net service revenue for facility-based services for the three months ended December 31, 2007, increased 2.7% to $13.4 million
compared with $13.1 million for the three months ended December 31, 2006

e Patient days increased 4.7% to 11,489 in the three months ended December 31, 2007, from 10,978 in the three months ended De-
cember 31, 2006.

Full-year Financial Results

e Net service revenue increased 36.4% to $298.0 million compared with $218.5 million in 2006.

e  For the year ended December 31, 2007 and 2006, 81.7% and 82.6%, respectively, of net service revenue was derived from Medi-
care
" For the year ended December 31, 2007, home-based services accounted for 81.9% of revenue and facility-based services
were 18.1% of revenue compared with 75.4% and 24.6%, respectively, for the comparable prior year period.

Our Take on Mergers and Acquisitions?
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o0  Forthe year ended December 31, 2007 and 2006, 81.7% and 82.6%, respectively, of net service revenue was derived from

Medicare
L] For the year ended December 31, 2007, home-based services accounted for 81.9% of revenue and facility-
based services were 18.1% of revenue compared with 75.4% and 24.6%, respectively, for the comparable prior year
period.

e Income from continuing operations totaled $21.2 million compared with income from continuing operations of $21.4 million for
the year ended December 31, 2006.
e Netincome for the year ended December 31, 2007, totaled $19.6 million compared with net income of $20.6 million for the year
ended December 31, 2006.
o Netincome for the year ended December 31, 2007, includes a $1.7 million after tax loss from discontinued operations
e  Capital Expenditures were $3.4 million for the year 2007. $776 thousand came in the December quarter of 2007.
o The majority of expenditures were directed at the implementation of information systems and technology.
e  Atthe end of December 2007, there was $1.2 million in cash as compared to $12.7 million in cash at the end of September
2007.
o This is mostly attributed to the cost associated with integrating new acquisitions and startups.
Home-Based Services(Full-year)
e Net service revenue for home-based services for the year ended December 31, 2007, increased 48.2% to $244.1 million com-
pared with $164.7 million for the year ended December 31, 2006.
o  Total admissions increased 62.2% to 43,736 during the period, versus 26,972 for the same period in 2006.
o Average home-based patient census for the year ended December 31, 2007, increased 28.1% to 16,635 patients as compared
with 12,982 patients for the year ended December 31, 2006.
e  For the year ended December 31, 2007, organic growth in net service revenue for home-based services, average home-based
patient census and admissions, was 35.9%, 12.3% and 37.9%, respectively, as compared with the same period in 2006
Facility-Based Services(Full-year)
o Net service revenue for facility-based services for the year ended December 31, 2007, increased slightly to $53.9 million com-
pared with $53.8 million for the year ended December 31, 2006.
o Patient days increased slightly to 45,818 in the year ended December 31, 2007, from 45,461 in the year ended December 31,
2006.
Operations
Home-Based Services
e  Total admissions for the year of 2007 were 11,080 this is up by 35.6% over the 2006 figure of 8173.
o  Organic total admissions growth for 2007 was 4.4%
o Medicare admissions were up 42.5% to 8,099 versus the full year figure of 5685 for the same period in 2006.
o0  Organic growth of Medicare admissions was 9%.
Facilities-Based Services
o Total facility admissions for 2007 were up by 62.2% to 43,736 over the year 2006 number of 10,978.
o  Organic growth was 37.9%
o  Medicare admissions were up by 60.7% to 30,751 for the full year 2007 from 19,138 in 2006.
o  Organic growth was 33.3%
Quality Improvement
e LHC Group engages in both in-house and third party audits to ensure quality of care and patient satisfaction
e Inthe 2007 Homecare Compare ratings, LHCG showed an improvement in all 10 outcome categories.
o LHCG now meets or exceeds 3 of 10 outcome categories as compared to other homecare agencies.
o  Facility based services scored a 96% as compared to other long-term acute care hospitals in a non-biased third party review.
e |HCG has prepared for the changes in Medicare reimbursement by:;
0 Educating the marketing team
0 Selected the best people to help the company through this adjustment period.
e LHCG remains confident that they have done the appropriate preparations, and does not expect the changes to have a dra-
matic negative impact on the company.

Our Take on Mergers and Acquisitions?
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LHC Group, Inc.
(in thousands)

1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07 TT™

Mar-06 Jun-06 Sep-06 Dec-06 2006 Mar-07 Jun-07 Sep-07 Dec-07 Dec-07
Net Revenues 45,482 49,557 58,626 64,218 217,334 68,727 71,864 77,495 81,245 299,331
Cost of Service 24,047 25,014 30,168 32,460 111,588 34,617 36,081 39,979 41,901 152,578
%of revenue 52.9% 50.5% 51.5% 50.5% 51.3% 50.4% 50.2% 51.6% 51.6% 51.0%
Gross profit 21,435 24,543 28,458 31,758 105,746 34,110 35,783 37,516 39,344 146,753
Gross margin % 47.1% 49.5% 48.5% 49.5% 48.7% 49.6% 49.8% 48.4% 48.4% 49.0%
Selling, general and administrative (ex D&A) 14,462 16,202 18,885 20,239 69,113 21,958 24,403 26,748 32,237 105,346
% of revenue 31.8% 32.7% 32.2% 31.5% 31.8% 31.9% 34.0% 34.5% 39.7% 35.2%
Operating Income 7,505 8,944 9,573 12,204 39,060 12,862 11,380 10,768 7,107 42,117
Operating Margin 16.5% 18.0% 16.3% 19.0% 18.0% 18.7% 15.8% 13.9% 8.7% 14.1%
EBITDA 6,973 8,341 10,180 11,519 36,633 12,152 11,380 12,969 7,107 45,057
EBITDA margin 15.3% 16.8% 17.4% 17.9% 16.9% 17.7% 15.8% 16.7% 8.7% 15.1%
Depreciation and amortization 532 603 607 685 2,427 710 739 2201 - 3,650
EBIT 6,441 7,738 9,573 10,834 34,206 11,442 10,641 10,768 7,107 39,958
EBIT margin 14.2% 15.6% 16.3% 16.9% 15.7% 16.6% 14.8% 13.9% 8.7% 13.3%
Interest expense (income), net 86 60 83 96 325 82 94 96 104 376
Other expense/(income) 1,028 1,070 962 1,346 4,806 1,807 1,107 1055 -119 3,850
Pretax Income 5,327 6,608 8,528 9,392 29,075 9,553 9,440 9,617 7,122 35732
Pretax margin 11.7% 13.3% 14.5% 14.6% 13.4% 13.9% 13.1% 12.4% 8.8% 11.9%
Income Taxes - - 3,094 - - - - 3,377 1,901 5,278.0
Minority Interest (72.00) 57.00 1,677.00 1,734.00
Net Income from Ops 5,327 6,608 5,362 9,392 29,075 9,553 9,440 6,297 3,544 30,454
Non-recurring charges 1,315 229 (163) 695 2,501 (47) (20) (215) -824 (1,106)
Reported Net Income 6,642 6,837 5,199 10,087 31,576 9,506 9,420 6,082 2,720 29,348
%change year-over-year
Net revenues 27.9% 37.6% 50.4% 50.5% 42.2% 51.1% 45.0% 32.2% 26.5% 37.7%
EBITDA -85%  118.1% 39.0% 69.8% 44.9% 74.3% 36.4% 27.4% -38.3% 23.0%
EBIT -11.2%  126.7% 39.6% 72.8% 45.4% 77.6% 37.5% 12.5% -34.4% 16.8%
Pretax income -3.3%  267.9% 40.1% 83.7% 62.0% 79.3% 42.9% 49.9% -24.2% 22.9%
Net income from operations 7.7% 192.3% 45.2% 84.0% 63.7% 60.0% 43.0% 17.4% -62.3% 4.7%
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Apria, Inc.

POINTS OF INTEREST:

In the fourth quarter of 2007, Apria completed the acquisition of Coram Specialty Infusion Services.
e  The acquisition of Coram transforms Apria’s payor-mix and reduces reliance on government funding.
o Apria is now the largest provider of specialty infusion services and is represented in all 50 states.
e Apria expects a $2.1B increase in sales due to increased access to markets and new therapies.

Apria maintains a continued focus on quality patient care.
e Patient satisfaction scores, calculated by a third party agency, remain high
e Inthe fourth quarter of 2007, the Joint Commission performed a triennial accreditation survey (125 unannounced branch surveysin a

70 day period.)
0 Accreditation is a mandatory requirement of Medicare competitive bidding for 2009 and the entire Medicare program for
2010.

o0  During the survey in 2007, Apria received a score of 98% and is a qualified independently accredited provider for 18 years.
Coram is also long term accredited.

The fourth quarter saw significant improvements to Apria’s sales force

e Segregation of the sales department by knowledge base has led to more effective service promotion and information dissemination.
As of the end of the fourth quarter, Apria has 625 respiratory sales representatives and 217 sales representatives that specialize in
infusion therapy.

o Over the past year, Apria has seen more effective results from its sales department by expanding the sales force, increasing
an emphasis on training and development, and retaining top performers through competitive incentive programs.

Apria focused on efficiency in the fourth quarter 2007
o  Continued leveraging of field infrastructure was accomplished through the implementation of new technology, enhancements to infor-
mation systems, and innovative patient care models
o Clinical functions, logistics, and revenue management all contributed to an overall increase in company productivity.
o Due to these innovations, Apria was able to reduce overtime while increasing the number of patients served per day.
0 The results were improvements in net revenue, net income, and days sold outstanding (See “Performance” and the attached
statement for an in-depth look at Apria’s finances.)

Events in Washington

The company met with representatives and staffers to educate them on the importance of homecare services. Apria remains committed to their
stance that the homecare service is one of huge cost saving potential.
o Topics discussed included the anticipated impacts from competitive bidding, changes in quality standards, the “Deficit Reduction Act”,
and payments for oxygen modalities.

Despite Apria’s efforts, a number of unfavorable changes were passed. This is primarily attributable to an archaic budget scoring process which
gives a false sense of savings gained by addition cuts by not accounting for savings attributable to competitive bidding and the Deficit Reduction
Act.
o  Competitive bidding: winners are expected to be reported in March, and the competitive bidding to start in 5 months. This program
reduces the amount spent and finds the best recipients of government funding.
e The budget savings score does not accurately portray the savings that would be incurred with the changes to Medicare compensation
due to the Deficit Reduction Act which has a go-live date of January 2007.

President Bush’s budget proposal once again reduces the same line item Medicare reduction of the oxygen cap to 13-months.
e This cutis based partially on the budget savings score which does not represent the savings from competitive bidding and the DRA.
e  Currently, the average length of patient oxygen therapy is 20-months. Capping oxygen at any length of time may be a dangerous pol-
icy if the impacts of the cap on patient care is not known.

Our Take on Mergers and Acquisitions?
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Performance
* Most of the incurred costs for Coram will not be taken into account until the 2008 term.

Sales $453 million up 15.7% of 4th quarter 2006 sequential 14.2% over 3¢ quarter
Net revenue in the fourth quarter was $452. 7 million which showed $61.4 M increase (15.7%) over the 2006 fourth quarter earnings of $392.3
Full year net revenue of $1.63B increased 7.6% to versus $1.5B 2006

e Revenue grew as a reflection of sales force training, and development retention.
e  Adjusted for Medicare cuts and Coram acquisition, net rev up 16.4% and full year growth 8.5% without cuts.
0 2007 Medicare cuts were primarily attributable to change in the maximum rental period for durable medical equipment, and a policy
change for respiratory assist devices.

Gross margins were 64.2% in the fourth quarter of 2007 compared to 65.6% in the fourth quarter of 2006.
e  Gross margin for the fourth quarter of 2007 was 66.2% excluding Coram,

Gross margins were 65.4% in the 2007 twelve-month period compared to 65.6% in the 2006 twelve-month period
e  Gross margins for the full-year were 65.9% excluding Coram
e Theimprovement in Gross Margin is attributable to better asset utilization, more effective formulary management, and increased purchasing
efficiencies.

Net income for the fourth quarter of 2007 increased by $25 M (16.9%) from $21.4 M in the fourth quarter of 2006.

e  Excluding Coram, net income for the fourth quarter was 24.3 million. This is an increase in 13.6% over the same period 2006.
Net income for 2007 was $86.0 M versus $74.3 M in 2006.

e Excluding Coram, net income was $85.3 million, an increase of 14.9% over 2006.

EBITDA was $80.1 M for the fourth quarter 2007 compared to $74.2 M in the same period of 20086.
EBITDA was $293.3 million for the twelve months ended December 31, 2007, compared to $285.7 million in the twelve months ended December 31,
2006.
e Excluding Coram, EBITDA for 2007 was $290.9 million.
For the quarter, selling, distribution and administrative expenses were 51.9% of revenues, compared to 52.5% in the fourth quarter of 2006.
e Excluding Coram, selling, distribution and administrative expenses as a percentage of revenues were 53.0% for the 2007 fourth quarter.

DSO was 48 days at December 31, 2007, an improvement from 49 days at December 31, 2006. Excluding Coram, DSO was 44 at December 31, 2007.
Free cash flow for 2007 was $165.2 million compared to $155.3 million for 20086.

Total capital expenditures were 7.9% of revenues and 8.1% excluding Coram, compared to 8.3% of revenues in the twelve months ended Decem-
ber 31, 20086.

Guidance
Company’s combined revenue is expected to increase between 4.5% - 5.5% in 2008.
Free Cash Flow is expected to be between $95-105M.
e  There are planned investments in home trans-fill oxygen systems.
e  The Company will be impacted by the integration of Coram and cash tax payment attributed to a modification of the company’s capital struc-
ture.

“While uncertainties surrounding government reimbursement make it difficult to provide guidance for 2009, the Company expects that the combined
impacts of the Coram acquisition, organic revenue growth and costsaving initiatives will mitigate a portion of the anticipated effect of expanded competi-
tive bidding and the implementation of the Deficit Reduction Act.” -Chris A. Karkenny, CFO

Our Take on Mergers and Acquisitions?
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dessex Healthcare, Inc.

KEY STATISTICS

2007 saw Odyssey transition into a better position t@napitdlatde opportunities and more effectively managighimamgéospice
industry.
= This includes the implementation and conversion of a new IT system which will be complete by the end of the first quarter of 2008

This will provide a stronger infrastructure to support growtho  The significance of this investment is immediately evident when one
considers the recent acquisition of VistaCare which would have been implausible without this newly added infrastructure and
will provide a smoother transition for Odyssey’s acquisition of VistaCare.

= QOdyssey has established strong regional sales managers in each region and remains committed to the philosophy that having quality
employees is the key to success.

= On March 6, 2008, Odyssey completed the acquisition of VistaCare. The cash transaction aided by a strong balance sheet and funding
from GE Capital was valued at $148 million.

0 The acquisition extends Odyssey’s industry leadership and geographic reach.

= QOdyssey now operates approximately 110 locations in 30 states and each day serves an average of approximately
12,000 patients.
0 The acquisition also accelerates revenue growth and increases volume:
= |n 2008, the Company expects net revenues to exceed $600 million as Odyssey increases visibility into new markets.
Concerns & Initiatives
e Average daily census in the fourth quarter was essentially flat when compared with the fourth quarter of 2006.

0 Admission growth was 4.4% during the fourth quarter over the same time period of 2006. This is a significant improvement for
Odyssey.

0 Patient Discharges increased 5.9% in the fourth quarter over the same period of 2006.

= Theincrease in patient discharges offset the improvement in admissions growth. Odyssey plans to focus on growing
volume in 2008.
e Medicare cap contractual was approximately 1.6% of gross patient service revenue for the fourth quarter of 2007

o This reflects slow progress in this area as the fourth quarter has historically been Odyssey’s highest quarter in terms of the
Medicare cap.

e Labor costs remain high for Odyssey, and are due primarily to increases in both admissions and discharges. The recently started inpa-
tient initiative program has also contributed to increased labor costs.

o New management controls are currently in place to help control staffing costs. Expect the results from these changes to be
seen in the results for the first quarter of 2008.

Financial Review
e Net patient service revenue from continuing operations for the fourth quarter of 2007 was $103.7 million as compared to $93.7 million for
the fourth quarter of 2006, an increase of 10.7%.
e Income from continuing operations for the fourth quarter of 2007 was $3.9 million as compared to $5.4 million for the same period in
2006.

0 The 2007 figure excludes the $3 million write-off related to the certificate of need expenses that the company had capitalized
over the last few years, $400,000.00 for severance expenses and $300,000.00 related to the increase in the Medicare cap
contractual adjustment related to the 2006 cap year.

ol The 2006 figure excluded $3.5 million related to an increase in the Medicare cap contractual adjustment related to prior periods
and $700,000.00 severance expense and increase in litigation reserve.o

ol As mentioned above, labor costs negatively impacted income from operations and will be a main focus in the coming quarters.
0 Bad debt expense contributed significantly to the reduced income from continuing operations.
= Development requests from Medicare fiscal intermediaries contributed significantly to this figure.

e Average daily census from continuing operations for the fourth quarter of 2007 was 774,000 as compared to an ADC of 771,000 for the
fourth quarter 2006.

0  Admissions increased 4.4% to 8,271 while the Company’s discharges increased 5.9% during the same period to 8,514.
o Discharge average length of stay for the fourth quarter of 2007 was 84.9 days compared to 84.1 days in the fourth quarter of
2006 and 88 days in the third quarter of 2007.

Our Take on Mergers and Acquisitions?
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e Atthe end of December, Odyssey had 72 Medicare certified programs.
0  During the fourth quarter of 2007, Odyssey disposed of the four programs which had an ADC of 239 on September 30, 2007.
There are 13 programs with an Average Daily Census of less than 50 having an average negative operating margin of 20.1%
25 programs with ADC between 51 and 100 with an average margin of 7.9%
27 programs with census of 101 to 200 with an average margin of 19.9%
7 programs with ADC over 200 and average operating margin of 25.2%.
Odyssey currently has six programs with less than 12 months of operations, three de novo locations awaiting Medicare certification
and three programs that were certified by Medicare during the 2007 year.
o Net patient service revenue per day in the fourth quarter of 2007 was $145.06 as compared to $131.05 for the fourth quarter of 2006.
e Billable days from continuing operations for the fourth quarter of 2007 were 715,225 as compared to 714,923 days for the fourth quarter of
2006.
Payor mix levels in the fourth quarter

O OO oo

! 2007 2006
Routine Care 97.2% 97.2%
Inpatient Care 1.8% 1.6%
Continuous Care 0.8% 0.9%
Respite Care 0.2% 0.3%

Medicare cap as a percentage of gross patient service revenue for the fourth quarter of 2007 was 1.6% as compared to 7.2% for the fourth
quarter of 2006.
0  During the fourth quarter of 2007, Odyssey reported an additional paid-in capital that may not be there by the end of the Medicare
cap year. This is due to the fact that the Company’s fourth quarter generally has lower admissions during the holidays.
e  Gross margin from continuing operations in the fourth quarter of 2007 was 40.4% compared to 38.6% in the fourth quarter of 2006
0 Sequentially gross margins decreased to 41.2% in the third quarter of 2007.
0 Gross margin was impacted significantly from poor results in average daily census.

e  Operating cost associated with the conversion to a new billing system was approximately $600,000.00 during the fourth quarter of 2007 as
compared to $400,000.00 for the same period last year.
0 The severance expense related to the departure of our Senior Vice President of Development and Vice President and Controller of
approximately $400,000.00 contributed to the increase
0 As of December 31, 2007, Odyssey had 55 programs converted to the new billing system.
e Bad debt expense for the fourth quarter of 2007 was $2.4 million or 2.3% of net revenue as compared to $1 million or 1.1% for the fourth quar-

ter of 2006.
o0 This increase in bad debts for the fourth quarter of 2007 was largely due to an increase in Medicare accounts receivable 120 days or
over.

e Cash flow from operations for the fourth quarter of 2007 was $7.4 million as compared to $18 million in the fourth quarter of 2006.
o During the fourth quarter of 2007, Odyssey paid approximately $5 million to Medicare related to a 2006 Medicare cap liability as
compared to no cap payments made in the fourth quarter of 2006.
o Forthe 12 months ended December 31, 2007, Odyssey paid $15.4 million to Medicare compared to $2 million for the same period in
2006.
o Day sales outstanding were 55 days for the fourth quarter of 2007 as compared to 56.5 days for the third quarter of 2007.
e  Capital expenditures were $1.9 million for the fourth quarter of 2007 as compared to $6.7 million for the fourth quarter of 2006 and $2.1 million
for the third quarter this year.
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Odyssey Healthcare Earnings Model (thousands)
FYE December 2004 2005 1Q:06 2Q:06 3Q:06 4Q:06 2006 1Q:07 2Q:07 3Q:07 (1)  4Q:07 2007
Net Patient service revenue $340,180  $378,073 $102,614 $101,491 $100,161 $93,689  $384,981 $103,370 $104,032 $104,313 $103,749 $404,872
Direct Expenses 182,147 213,655 60,410 58,962 59,094 57,490 227,186 62,267 62,192 61,811 61,810 240,137
Gross Profits 158,033 164,418 42,204 42,529 41,067 36,199 157,795 41,103 41,840 42,502 41,939 164,735
General & Administrative 92,248 110,480 30,179 33,419
G&A-Hospice 20,345 20,322 20,344 78,319 22,581 22,990 23,184 88,580
G&A-Support Center 9,820 9,810 10,243 39,596 10,262 11,072 10,778 42,350
Government Settlement 13,000 -
Prov. For Doubtful Accounts 7,747 4,222 1,387 688 1,102 1,029 4,117 624 1,207 1,595 2,391 5,493
Depreciation & Amortization 3,951 4,433 1,265 1,275 1,329 1,388 5,121 1,505 1,484 1,563 1,524 5,944
Certificate of need application costs 2,952 3,956
Impairment of long-lived assets 211
Total Operating Expenses 103,946 132,135 32,831 32,128 32,563 33,004 127,153 35,548 35,534 37,220 40,829 146,534
Operating Income 54,087 32,283 9,373 10,401 8,504 3,195 30,642 5,555 6,306 5,282 1,110 18,201
Other Income (Expenses) -
Minority Interest - (14) (14)
Interest Income 359 1,341 552 695 650 679 2,576 640 618 600 652 2,509
Interest Expenses (118) (198) (48) (44) (47) (48) (187) (48) (49) (56) (56) (208)
Total Other Income (Expenses) 241 1,143 504 651 603 631 2,389 592 569 544 582 2,287
Income Tax 20,575 13,810 3,649 4,053 3,141 1,158 11,659 2,220 2,410 1,658 204 6,830
Income (Loss)Discontinued Operations 1,243 (1,060) (390) (506) (353) (883) (1,643) (272) (287) 1,108 (271) (1,547)
Net Income $34,996 $18,556 $5,838 $6,493 $5,613 $1,785 $19,729 $3,655 $4,178 $5,276 $1,217 $12,111
EBITDA 58,038 36,716 10,638 11,676 9,833 4583 35,763 7,060 7,790 6,845 2,634 24,145
EBIT 54,087 32,283 9,373 10,401 8,504 3,195 30,642 5,555 6,306 5,282 1,110 18,201
Financial
Gross Margins 46.5% 43.5% 41.1% 41.9% 41.0% 38.6% 41.0% 39.8% 40.2% 40.7% 40.4% 40.7%
G&A as % of Net Sales 27.1% 29.2% 29.4% 29.7% 30.1% 32.6% 30.6% 32.3% 31.6% 32.7% 32.7% 32.3%
Operating Margins 15.9% 8.5% 9.1% 10.2% 8.5% 3.4% 8.0% 5.4% 6.1% 5.1% 1.1% 4.5%
Net Margins 10.3% 4.9% 5.7% 6.4% 5.6% 1.9% 5.1% 3.5% 4.0% 5.1% 1.2% 3.0%
EBITDA Margins 17.1% 9.7% 10.4% 11.5% 9.8% 4.9% 9.3% 6.8% 7.5% 6.6% 2.5% 6.0%
EBIT Margins 15.9% 8.5% 9.1% 10.2% 8.5% 3.4% 8.0% 5.4% 6.1% 5.1% 1.1% 4.5%
Current Ratio 1.90 1.92 1.92 2.06 1.90 0.20 1.95 1.95
Debt to Asset Ratio 0.32 0.33 0.33 0.32 0.33 0.33 0.34 0.34
Days Sales Outstanding (2) 57.8 - - - 61.5 60.7 46.2 65.2 68.1 67.2 69.8
Growth Rates:
Net Revenues 11.1% 1.8% 0.7% 2.5% 4.1% 10.7% 5.2%
Gross Profits 4.0% -4.0% -2.6% -1.6% 3.5% 15.9% 4.4%
Operating Income -40.3% -5.1% -40.7% -39.4% -37.9% -65.3% -40.6%
Net Income -47.0% 6.3% -37.4% -35.7% -6.0% -31.8% -38.6%
EBITDA -36.7% -2.6% -33.6% -33.3% -30.4% -42.5% -32.5%
Balance Sheet 2004 2005 1Q:06 2Q:06 3Q:06 4Q:06 2006 1Q:07 2Q:07 3Q:07 4Q:07 2007
Cash and Equivalents 15,183 7,572 7,572 15,117 13,279 10,495 12,368 12,368
Accounts Receviables 59,911 64,007 64,007 53,119 75,386 78,979 77,433 77,433
Total Current Assets 130,368 145,929 145,929 145,025 142,133 14,656 148,673 148,673
Total Assets 244,967 269,986 269,986 271,358 270,388 270,945 275,209 275,209
Total Current Liabilities 68,721 76,131 76,131 70,297 74,897 74,564 76,180 76,180
Total Liabilities 77,669 90,390 90,390 86,025 90,315 89,797 92,372 92,372
YTM Long-term Debt 4 2 1 - - 1

(1) Discountinued operations includes $1,015 for denied CON.

(2) DSO for 2nd and 3rd Q-07 as reported.

**Note: annual numbers are based on audited quarterly numbers not yet released by the company



