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Attendees Attendees by Phone
Name . HEALTHSOUTH |Mark Connelly Dan Corkery
Date 05/13/02 |Donal OF Julic Mojica
Size $77.2 Million Block Trade |Dous Fawell Nick Pepe
Shares ~5.2 Million Shares Bill Dowson Michelle Bereaux
Timing Jesse Mark Bill Schneider
Filing tea |Kely Shen Justin Dwyer
Pricing TBA Andy Tuthill
UBS Role Sole Bookrunner Mark Altman Annette Spencer
Managers .
Book UBS Warburg eill Mc' Gahan
Co-Manager NA Rod O'Nedll
Gross Spread TeA
fconomics 100 (UBSW)
Lnisearch Howard Capek
Company Overvisw!
HEALTHSOUTH {NYSE: HRC, $6.2 billion equity market capitalization) is the nation's largest provider

- of outpatient surgery: outpatient diag
onal network of inpat
bilitation facilities, outpa
heare facilities. As of March 31,
il SO states, Puerto Rico, the
rated $4 .4 billion in revenues
after minority i
1 rehabilitation se

provides these services through 2 nat
induding inpatent and outpatient reha
centers, medical centers and other healt
operated approximately 1,900 locations ina
and Australia. During fiscal 2001,
after minority interests. LTM 3310
and $1,155 million respectively. In @

HRC gene
2 revenue and EBTDA
ddition. the Company’s inpatien

for approximatety 40% of revenues in 2001.

Transaction Overview:

nostic and rehabilrtative nealthcare services. The company
jent and outpatient nealthcare facilities,

tient surgery Centers, diagnostic

2002, HEALTHSOUTH

United Kingdom, Canada
with $1.1 bilfion in EBITDA
nterest were $4,420 million
rvices accounted

52 miilion shares in a block trade. Currently,

Richard Scrushy.

he Company’s CEO,

is looking to sell

Mr. Scrushy owns

20.9 million shares
HRC's total shares outstanding. Following

{which includes 15.7 million opuons exercisable) of 5.3% of

the block trade, Mr. Serushy will own
his options excerciseable.

15.7 million shares of
The Company and UBS

4.0% of the total shares outstanding including

Warburg intend 10

launch the transaction within

14 days after May

7. 2002. The gross spread on the

transaction is still 10

will be approxirnately £77.2 million.

Issues:

The CEOs options will expire soon,

He ¢an now exercise it
ago.
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RENTHCTEN DV 7o

because earnings wefre announced last week, The

be determined. Assuming a dosing price of $14.85 on 5/3/02. the offering size

last time he soid was 4 years
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en Lorello has approved the transaction. 7
We are hoping 10 do a $500-600M sole book convert for the company in the future.

The stock closed at §14.45. In the after-market, at 4:17PM, the stock was at $14.39.

Nick Pepe believes that the discount is awfu!, and that there is only opportunity to lose here. Nick is
not enthusiastic about the trade. The good thing is that is less than 3 days of trading voiume. The
negative aspect is that the market is sloppy and willl be going into the next few weeks. As well. no
one is happy about the last block rrade we did, PDX

Bilt McGahan commented that i we don't put this deal up, Salomon Spnith Barney will.
The Company is willing 1o send out 3 press release.

The option exercise program is at Salomon.

The Company (erronecusly) thinks that the last trade is $14.40, and with 2 2.5% discount, we would
be buying this at §14.05.

it was questioned whether we can buy this at $14.05, re-offer it at $14.05, and get 5 cents from the
buyer 3§ commission.

h was noted that the CED does not need to sell all his shares. He can just exercise all his options, and
just sell enough 1o cover the cost of exercising.

HOWARD WAS THEN BROUGHT OVER THE WALL

Howard questioned whether the CEQ was bofrewing money from the Company to buy these shares,

as he dig last time. T he answer was no, He i sctually do this cashless using the proceeds of this

_offering, and as well paying back the Company using the rest of the proceeds.

Howard pointed out that with the recent volatility in the market, heaithcare has become somewhat of
a sate haven. Howard noted that HEALTHSOUTH is currently at a discount to the haspital comps. The
Company has had a very heaithy earnings release.

1t was guestioned whether it will be 2 problem doing this block tormorrow morning with the
conference happening s well. it was noted that this is better 50 that the CEO can 1ell everyone that
this is happening.

ercise his options, it was guestioned how quickly the wransfer agent can pro<ess

gince he needs to ex
this. As well, it was guestioned how the option program is et up.

Bill McGahan noted that we will buy this at §14.04 or $14.05 and re-offer is at $14.10, or $14.05
with @ $0.05 commission.

Yes

Approval:
Kelly Shen

Author:
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