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7/18/97 Buy Rating. "We believe that
HEALTHSOUTH probably has less
exposure to government fraud concems
than some other providers due to the
company's centralized organization,
strong financial controls and compliance
program.... HEALTHSOQUTH regularly
audits the facilities to ensure compliance
——with the company’s operating policies

and govemment regulations. "

5/5/97 Buy Rating.

"HEALTHSOUTH remains one of
our top-rated health care services
stocks.... Since late 1993, the

company has expanded from a

0
07/01/1996

strong base of operations through a
series of acquisitions, which it has
integrated very successfully.... We
expect eamings growth this year of
25% ...
fund acquisitions. In addition to a
large credit line, the company can
use stock and its strong cash flow to
fund expansion.”

. HRC is well positioned to

7/9/97 Buy Rating. "[W]e
anticipate a continuation of the
company's solid gains.... Our
positive stance on HRC reflects
the company's robust eamings
track record, strong management
team, adequate capital to fund
acquisitions and the ability to

__integrate a constant stream of
acquisitions.”

8/1/97 Buy Rating. "The Medicare budget reconciliation
act passed by the House and Senate this week includes
several changes .... From our discussions with
management, the budget changes will result in some
reduclions in reimbursement initially but they are not
expected to be large enough to result in earnings
estimate revisions."

11/5/97 Buy Raling. "Our recommendation of
HEALTHSOUTH is based on the company's
robust earnings record, strong management
team and its ability to acquire and integrate
significant acquisitions. We expect the company
to maintain 25% eamings growth over 1998-99....
Balanced Budget Act of 1997 established
payment caps ... we expect the new cap to have
no impact on HEALTHSOUTH's results.”

11/7/97 Buy Rating. “[W]e do
not expect recent Medicare
changes to have a meaningful
impact on our earnings outlook
for HEALTHSOUTH in 1998."

11/25/97 Buy Rating. "Strong
consolidation/growth story."

4/22/98. Buy

T

k!

-3/19/98 Buy
Rating. "We
are adding the
convertible
bond to our
recommended
list...."

2/25/98 Buy Rating. "In a conference cal
with investors, management noted
utilization trends remain strong in early
1998 .... We view HEALTHSOUTH as a
good quality growth story, with EPS
growth expected to average 20%-25%
over the next couple of years."

1/20/98 Buy Rating.
"Strong consolidation/
growth story."

12/18/97 Buy Rating.
"Strong consolidation/
growth story."”

10/31/97 Buy Rating._
"Strong consolidation/
growth story....
MEDICARE CEILINGS
NOT AN ISSUE."

8/12/97 Buy Rating. "MEDICARE CUTS

NOT EXPECTED TO BE

SIGNIFICANT.... We believe that

HEALTHSOUTH offers the characteristics

of a goad consolidation story: a strategy
that is designed to gain market share,
strong management that can find and
integrate acquisitions, and a capital
structure that can finance acquisitions.”

11/29/1996

05/02/1997

Rating. "Strong
consolidation/

growth story.”

6/4/99 Strong Buy Rating.
"Operating results continue to
trend favorably ... Our concems
with respect to government

reimbursement issues are minimal

... [and] believe investors should

aggressively build positions now....

We recommend aggressive
purchase of the shares of HRC
today, based on the company's
cash flow generation, solid
business model, and relatively
strong organic growth trends. We

believe the shares are significantly

1/22/02 Strong Buy Rating. "[T]he Department of Justice has partly enjoined
[sic] a whistle blower lawsuit against HRC.... We would view weakness in HRC
shares on any related weakness from this news, which (sensationalism aside)
we view as financially and operationally non-material, as a buying opportunity.”

3/7/01 Strong Buy Raling "[W]e
cannot find a more attractive large-cap

healthcare provider growth and
relative value profile.... The operating

2/11/00 Strong Buy Rating.
“REINSTATING RESEARCH COVERAGE
WITH STRONG BUY RATING....
[llmprovement in ... DSOs ... will be the
biggest catalyst for stock price performance
...._ Qurinvestment thesis on
HEALTHSOUTH centers on relatively solid
organic growth supported by scale,
comprehensive service breadth, a sound
cost structure, and strong cash flow and
balance sheet.... Local-level accountability
should begin te yield DSO improvement in
the fourth quarter of 1999 ...."

3/7/00 Strong Buy Rating. "Strong
sequential volume trends drove quarterly
revenues ahead of our expectations ....
Strong 6-day improvement in the A/R
collections cycle ... we are raising our 2000
EPS estimate to $0.70 from $0.66 and our
2001 estimate to $0.82 from $0.77 ....

This marks the first DSO improvement in
seven quarters and points to the
company’s business re-alignment and
local-level accountability initiatives taken
over the past six months. This DSO trend
should continue to improve by 6-10 days in
2000, aided by management efforts and
electronic initiatives just beginning to ramp
up.”

i

tumn-around, in our view, is complete.”

12/17/01: UBS Warburg, Deutsche Bank,
Wachovia, JP Morgan and Lehman Bros.
sell $600 million 7.375% notes.

12/12/01 Strong Buy Rating. "HRC
provided upwardly revised guidance for
2002 EPS to reflect inpatient rehabilitation
Medicare payment (PPS) changes ...."
4/30/01: UBS Warburg, Deutsche
Bank, JP Morgan and Wachovia
sell $375 million 7.625% notes.

1/11/01 Strong Buy Rating.
"We've raised our 12-month
price objective on HRC (our

4/27/01 Strong Buy Rating. "THE
BEST IS YET TO COME.... Based
on expected continued positive
pricing, volume and collection

top pick for 2001) to $24 from
$15. ... We find it hard to find
another marketshare, cash
flow, balance sheet, and
eamings profile as attractive
as that of HRC's.... Our
investment thesis centers on
the restored growth and
profitability in HRC's core
business (the tumaround is
complete).... [Blased on
published final Medicare
inpatient rehab PPS rates ...
we believe the shift to a PPS
represents a margin
opportunity.”

12/19/00: UBS
Warburg,
Deutsche Bank,

undervalued ...."

3/7/00 Strong Buy Raling. “Yesterdayat P Morgan and
the UBS Healthcare Conference, Scrushy, wachovia sell

trends, electronic purchasing,
patient data and billing initiatives,
and corporate infrastructure

lev

continue trending upward through

the

erage, we believe margins can

28% level in 2001."

5/18/99 Strong Buy Rating. "INITIATING
COVERAGE WITH STRONG BUY; $20
PRICE OBJECTIVE.... Our investment
thesis on HRC centers on strong organic
growth, supported by service breadth, a

sound cost structure, proven operating and
acquisition track record, and strong cash
flow and balance sheet.... HRC continues to
grow its non-government business and
maintain an operating cost structure that
should enable it to weather any structural
changes to Medicare.”

outlined the company's business

prospects and the strong opportunities for
growth. We remain confident in our 2000
and 2001 estimates.... HRC remains one
of our top picks as we feel the growth and
returns profile remains extremely

compelling.”

LLC.

. 10/31/00: New $400 million
Credit Agreement with
UBS AG and UBS Warbur

$350 million
10.75% notes.

2/16/00 Strong Buy Rating. "Richard Scrushy provided

an in depth overview into the company's long
growth prospects and near-term benchmarks

Management confirmed our expectations for improved
collection trends in the fourth quarter, and solid cash

flow and operating stability."

-term

8/2/01 Strong Buy Rating. "STRONG
2Q, ALL PIECES COMING TOGETHER;
REITERATE STRONG BUY.... By 2002,
we expect inpatient rehab opportunity
(arising from pending changes in
Medicare reimbursement} to drive
renewed EPS momentum and further
differentiate HRC.... [V]olume growth and
pricing trends should hold throughout the
year and 2002, lending to top line visibility
and margin leverage.... By most every

measure, HRC again met or surpassed
quarterly expectations.”
!ﬂ q ' d

10/29/01 Strong Buy Rating “[Blased on
published final Medicare inpatient rehab
PPS rates ... we believe the shiftto a PPS
represents a margin opportunity.”

4/26/00 Strong Buy Rating. "Strong sequential
volume and revenue gains combined with
better-than-expected operating margins to drive
EPS results. A/R collections also improved
modestly. In our view, these results underscore
accelerating volume gains and stabilized pricing
and operating margins. All of this should help set
the stage for EPS momentum in 2H0O0 and helps
form the basis of our Strong Buy thesis.... [T]he
company is in the early stages of an operating
turnaround .... This second consecutive quarter of
s DSO improvement points to HRC's business
re-alignment and local-level accountability
initiatives of the past seven months. We believe

2/5/02 Strong Buy Rating.
"Yesterday ... Scrushy gave
an upbeat luncheon
presentation at the UBS
Healthcare Conference.
The company said it was
comfortable with free cash
flow forecasts .... PPS will
be AT LEAST $0.07
additive to forecasts.”

this DSO trend should continue to improve ...."
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3/13/02 Strong Buy Rating. "We expect pricing
momentum to continue in 2002 ... whilst volume
growth remains strong.”

8/8/02 Strong Buy Rating. "Business gains and
balance sheet changes bode very well for 3Q,
potentially setting up a better-than-expected EPS and
cash flow story.... We believe 2Q operating results
mark the start of stronger combined income statement
and cash flow results (ongoing sold pricing and volume
trends in outpatient segments, new profitability in
inpatient rehab, thanks to Medicare PPS, and
cap-ex/working capital/DSO), which should bolster the
share price over the coming quarters.”

8/26/02: UBS Warburg, Deutsche
Bank, B of A and Salomon Smith
Bamey sell $398 million 7.625% notes.

9/23/02 Buy Rating. "Net, [ ] given a number of
moving parts, we believe current EPS estimates are
within 5% of ‘worst case.' ... One of the highlights of
management's conference call was to add much
needed detail to the previous $175 million
annualized estimated reduction to EBITDA from the
Medicare group versus individual therapy change/
clarification."

11/6/02 Buy Rating. "In our view, the balance
sheet cash flow ... credit capacity and earnings
support an $8 valuation of HRC ...."

3/14/03 Buy 2 Rating. "We maintain
our Buy 2 rating on HRC shares and
12-month price target of $8."

3/21/03 Reduce 2
Rating. "Changing
rating and suspending
coverage.... [Tlhe SEC
filed a civil complaint
against HRC and its
chairman/CEO,
charging them with
accounting fraud.... We
have suspended our
EPS forecasts, and
lowered our rating to
Reduce 2 (from Buy 2),
and cannot establish a
price target (formerly

‘ $8/shr) for the shares."

1/7/03 Buy Rating. "We
maintain our Buy rating
and $8 price target on
HRC shares."
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