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Here is the approach we followed for the report.
1.       We did not divide the project to four parts. Each of us worked on the whole project and then we combined each individualʼs work together with the hope of reducing the probable mistakes. We believe that four minds will have a better result than one.
2.       Time Management: We developed a goal and a proper path to that goal and we considered time as an important factor. We would set a due date for each specific part in order to be more efficient. 
3.       Doing many researches through internet, we found useful resources not only regarding the company which we analyzed, but also regarding the whole related industry.  
4.       We asked a Csunʼs Librarian to help us with finding useful resources to make the paper more professional.
5.       After completing the paper, we made two appointments at Learning Resource Center. They helped us to improve our paper as far as grammar, quotation and the structure.
6.       We spent quite amount of time in editing and summarizing the paper and tried to make the paper more professional.
7.       Despite the fact that each of us had different thoughts and methods, we tried to work together as if we are in a real work place in an effective professional team
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1. Executive Summary

Amedisys, Inc. is one of Americas leading home health nursing companies. Amedisys, Inc. is headquartered in Baton Rouge, Louisiana. Its common stock trades on the Nasdaq Global Select Market under the symbol "AMED". This report will analyze the information provided on Amedisys’ financial statements, such as the Balance Sheet, Income Statement, and Statement of Cash Flows from 2003–2007. The Standard Industrial Code(SIC) for this organization is #8082. Financial ratios will also be summarized and analyzed based on these respective financial statements to evaluate and explore the prospective profitability, liquidity and financial stability of Amedisys. Lastly, we will summarize my findings and make a recommendation as to whether or not this organization will be a viable candidate for an investment opportunity. 

This analysis is divided into the company’s Operational and Capitalization ratios. Amedisys ratios include Debt to Owners’ Equity, Times Interest Earned, Debt to Assets, and Long-term Debt to Capitalization ratios. The company improved somewhat on their Total Debt to Capitalization and their overall assets well. They also improved significantly on their Times Interest Earned ratio between 2003 and 2007, which clearly shows that they will be able to meet their interest obligations in the near future. Although, the home health care business has fared well in economic downturns because of the nature of their business. We urge caution in considering the future prospects for Amedisys, Inc. in spite of their most recent accomplishments. 
The home health and hospice industry is highly competitive, and trends and guidance are subject to numerous factors, risks, and influences.  Projections for the next few years are considered positive in the near term and a steady significant increase is expected for the sales revenues, due in part to the increasing segment of the baby boomer population facing retirement. However, the company’s operating margin and net profit margin are both expected to increase slightly; but may vary somewhat considering the variability of other operating costs through acquisitions and new start-ups. Total Debt to Stockholders Equity has been steadily decreasing over the past five years on an overall basis. Consequently, it is expected that it will level of and probably remain flat in the foreseeable future.  Total Debt to Capitalization has also steadily decreased over the five year analysis period. In fiscal 2004, the company increased its capitalization by pricing a public offering of 2.46 million of its common shares for $27.50 per share for gross proceeds of $67.7 million, which caused the ratio to decrease to only 5.89. In contrast, in 2005 the ratio peaked at 19.76% because of the Term and revolver loans for the new credit facility. Since that time, these loans have been paid off and the debt structure has steadily declined throughout 2006. Even though, there was a slight rise in 2007(12.07%) because of the term loan for a new credit facility. it is expected that this trend will probably remain relatively flat in the near future. Although the return on equity has declined somewhat over the past five years, the return on assets has fluctuated somewhat over the same time period; but there was very little change overall from the beginning of 2003(19.84%) to the end of 2007(19.78%). The good news is that since 2006, this ratio is on a somewhat upward trend.    
Thus, an investment in this organization will not only be a safe investment, but should provide investors with marginal investment returns with excellent future potential. In Conclusion, baby boomers are reaching retirement age and the home health services industry is expected to expand considerably. The company is expecting all of the more recent acquisitions and new-start-ups, to be fully integrated within the company through 2008. It is also expected that the organization will continue to expand through more acquisitions and new start-ups in the near future. Thus, by increasing revenues and streamlining future operational costs the company will be more profitable well through 2008 and the foreseeable future. Therefore, as a premier provider of these home health services to the burgeoning geriatric population, Amedisys is considered to be a good and safe investment vehicle, in spite of the global economic crisis.  

2.The Problem Statement

As the analyst for the Matador Investment Company, we have been hired to take on the responsibility of analyzing the prospects for Amedisys, Inc. as an investment vehicle. In this steep economic downturn worldwide, it is becoming increasingly difficult to identify potential candidates with reasonably good investment potential. To be able to secure a safe investment, and also taking into consideration all the recent turmoil that has been taking place in the financial market sector is a challenge to say the least. The healthcare industry is reputed to be a very safe investment haven in times past, during an economic downturn. In addition, to the fact that many baby boomers are now approaching retirement age should cause increasing demand for home health care services within the foreseeable future. Therefore, Amedisys, Inc. a leader in the home health care industry home healthcare industry, and a provider with a reportedly proven track record in providing these services to the aging population has been selected as a likely candidate to undergo a deep scrutiny process. (This has to be done in order to be able to determine if this organization is indeed a company with good investment prospects?)  Thus, a financial analysis report based on the performance for the past five years will be prepared and evaluated for Amedisys, Inc.  At the conclusion of these results, we will summarize and interpret these findings and give my recommendations regarding the potential for this fine candidate as an investment opportunity.   

3. The Company Overview

Amedisys, Inc. (NASDAQ: AMED), is one of Americas leading home health nursing companies. The company is committed to being one of the nations’ leading providers of low cost/high quality home health services. Larry R. Graham, is President and Chief Operating Officer, and Dale E. Redman, is Chief Financial Officer.  Amedisys, Inc. is headquartered in Baton Rouge, Louisiana. Its common stock trades on the Nasdaq Global Select Market under the symbol "AMED". The Standard Industrial Code (SIC) for this organization is #8082. Amedisys is a leading provider of high-quality, low-cost home health services to the chronic, co-morbid, aging American population. The organization was originally incorporated in Louisiana in 1982. Operations were then transferred to a Delaware corporation, which was incorporated in 1994 and became a publicly traded company in August of the same year.  The services that they provide are on a multi-state basis include both home health and hospice services with over 8,900 employees and approximately 89% of their revenues are derived from Medicare. As of December 31, 2007, Amedisys owned and operated 325 Medicare-certified home health agencies, 29 Medicare-certified hospice agencies and managed the operations of four Medicare-certified home health and two Medicare-certified hospice agencies in 30 states within the United States. 

The typical home health patient is Medicare eligible, 80 to 84 years old and takes approximately eight different medications on a daily basis. For their home health patients, they typically receive a 60-day episodic-based payment from Medicare that averages $2,666 for each episode of care that they provide. It should be noted that 89% of their revenues are derived from Medicare. Care for each home health patient focuses on improving the quality of life by evaluating the health condition of each patient. In addition, to developing a doctor approved plan of care for each episode of care to achieve certain goals for each individual patient, which can be followed up with additionally paid episodes of care, if deemed necessary. Finally, the company also strives to educate each patient on how to either maintain or continue to improve upon their health on an on-going basis after they leave company care.   
The prospects for home health services are very bright, mostly because baby boomers are now reaching retirement age. Therefore firms like Amedisys will be experiencing increasing demand from home health patients. Through their home health agencies, Amedisys delivers a wide range of services in the homes of individuals who may be recovering from surgery, have a chronic disability or terminal illness or need assistance with the essential activities of daily living. The services provided include skilled nursing and home health aide services; physical, occupational and speech therapy; and medically oriented social work to eligible individuals who require ongoing care that cannot be provided effectively by family and friends. In addition, the company has developed and offer clinically focused programs for high cost chronic conditions and various diseases, such as diabetes, coronary artery disease, congestive heart failure, complex wound care, chronic obstructive pulmonary disease (“COPD”), geriatric surgical recovery, behavioral health, and stroke recovery, as well as various rehabilitative programs. In each case, their focus is on improving the functional ability of the geriatric population and enhancing patient self- management through compliance tracking and behavioral modification. As an organization, they continue to focus on enhancing the delivery of services to geriatric patients with chronic co-morbid conditions. They truly believe their services are attractive to insurance carriers and physicians because they combine clinical quality with cost-effectiveness. The company provides clinical consistencies in the care they provide in each of the agencies; and are accessible 24 hours a day, seven days a week to answer patients’ questions and to provide for their medical needs with such services as their “Encore” nurse call center. Amedisys is paid for home health services from Medicare, Medicaid and other insurance carriers, including Medicare Advantage programs. About 89% of their revenues are derived from Medicare, while the payment received from these other insurance carriers can either be paid by an episodic-based rate or by a per visit rate depending upon the payment terms and conditions established with these various insurance carriers. 
During 2007, the firm completed the acquisition of 38 home health and 11 hospice agencies. Amedisys’ asset purchase of IntegriCare, Inc. during the third and fourth quarters of 2007, accounted for a substantial number of these locations with a total of 15 home health and nine hospice agencies in nine states. In the later part of the year, the company also signed two definitive stock purchase agreements for the acquisition of all of the outstanding shares of Tender Loving Care (TLC) Health Care Services, Inc. and the holding company that operates Family Home Health Care, Inc. and Comprehensive Home Healthcare Service, Inc. Amedisys also closed recent acquisitions and new start-ups of home health care locations in Carolina, Puerto Rico and the District of Columbia. Within 2008, these acquisitions closed and the company has added a total of 117 home health and 11 hospice agencies to their operations, which will be located in five new states within the United States. Their presence is now also located in Puerto Rico and the District of Columbia.
Amedisys's main competitors are :
	· Express Scripts Inc

	· Air Products & Chemicals, Inc. (United States)

	· PSS World Medical Inc.

	· Lincare Holdings Inc. 

	· Gentiva Health Services Inc

	· AMN Healthcare Services, Inc.

	· Chemed Corp (New)

	· AMEDISYS, Inc. (United States)

	· National Healthcare Corp.

	· Rotech Healthcare Inc

	· Rural/Metro Corp.

	· LHC Group Inc

	· American HomePatient Inc.

	· Allied Healthcare International Inc. (United States)

	· Continucare Corp.

	· Allion Healthcare Inc

	· Hooper Holmes, Inc.

	· Arcadia Resources Inc

	· Almost Family Inc (United States)

	· HealthCor Holdings, Inc.


4  Analysis of Capitalization
The ratio analysis conducted in this section is used to measure just how Amedisys is financed. These very important ratios are used to measure the extent a firm uses debt financing or financial leverage. One of the more very widely used of these includes:  
· Total Debt to Owners’ Equity ratio which measures the ratio of debt to stockholders equity in an organization.  
· Total Debt to Total Assets ratio measures the percentage of total assets financed by liabilities 
· Times Interest earned ratio which measures the ability of a firm to meets its annual interest payments.  
· Long-term debt to Total Capitalization ratio which measures the percentage of total long-term liabilities to total capitalization of the organization as a whole.   

4.1) Total Debt to Owner's Equity

The Total Debt to Stockholders Equity ratio measures the relationship between borrowed funds and equity financing. This shows to what extent Owner’s Equity can cushion creditors’ claims in the event of liquidation. Although the certain amount of debt financing is optimal, too much debt could be a warning to investors to be careful.  This is formulated by the equation:

Total Debt to Owner's Equity =   Total  Debt
                                                  Owner’s Equity

	 
	2007
	2006
	2005
	2004
	2003

	Total Debt to Owner's Equity
	31.16%
	27.40%
	76.53%
	34.52%
	79.91%

	 Industry Benchmark
	69.80%
	69.80%
	69.80%
	69.80%
	69.80%
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As the chart indicates, The Total Debt to Stockholders Equity ratio shows a decreasing trend of 10% between 2003 and 2007, because of the increase in the Owner’s Equity due to the following reasons:

· Retained earning increased annually because of the increase in the Operating Income ( total revenue to total cost)

· Additional paid-in capital increased annually. This account represents the excess paid by an investor over the par-value price of a stock issue.

· Amedisys, Inc. acquired other Home Care agencies in different locations each year.

In fiscal year 2004, as shown in the chart, this ratio improved to 34.5% when Amedisys choose to increase additional capital by pricing a public offering of 2.46 million its common shares for $27.50 per share for gross proceeds of $67.7 million.  This cash infusion will be used to shore up its liquidity for recent acquisitions in 2004, located in Mississippi, Virginia, Georgia and South Carolina; and also for future acquisitions and new start-ups. In 2005, the company borrowed $47.5 million (term loan) for the senior secured credit facility, and a $25 million (revolver loan) which clearly explains why this ratio increased to 76.5%, and exceeded the industry average of 69.8% for the same year. As mentioned earlier, due to the fact that in November, 2006 the company used $43.2 million from the total of a common stock offering to pay down and extinguish the term loan portion of its senior secured credit facility with Wachovia Bank, NA.

The average of Total Debt to Owner's Equity on this period is 0.50, while the industry benchmark is 0.69. 

This average is favorable for the lenders and investors. They prefer low debt-to-equity ratios because their interests are better protected in the event of a business decline.

4.2) Total Debt to Total Asset

The Total Debt to Total Assets ratio is a debt leverage ratio that compares the total debt to the company’s total assets. This is an indicator of the percentage of total assets financed by liabilities.  This is formulated by the equation:

Total Debt to Total Assets =     Total  Debt

                                                   Total Assets

	 
	2007
	2006
	2005
	2004
	2003

	Total Debt to Total Assets
	23.72%
	21.51%
	43.35%
	25.66%
	44.42%

	 Industry Benchmark
	49%
	49%
	49%
	49%
	49%
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As the chart indicates, the Total Debt to Total Assets ratio shows a decreasing trend of 4% between 2003 and 2007 because of the annual increase in the total assets due to the increase in goodwill and property & equipment (Purchasing other home care agencies).

In 2004, the debt to total assets ratio measured only 25.66%, due to the fact that the company issued 2.46 million common shares for gross proceeds of $67.7 million. Cash and equivalents increased 201% ($59.9 million) from the previous year and resulted in an increase in total Assets of a whopping 114.1% ($102.5 million); due to acquisitions in Mississippi, Virginia, Georgia and South Carolina.  

In 2005 this ratio peaked because the company borrowed $47.5 million (term loan) for the senior secured credit facility, and a $25 million (revolver loan) within the same year. This caused the ratio to peak a second time at 43.35%, but still well below the 49% for the industry average.

In 2006 and 2007 the company’s ratio measured only 21.5% and 23.7% respectively which is a major improvement.  The ratios were significantly lower than the industry average of 49% for both years. This is due to the fact that in November, 2006 the company used $43.2 million from the total of the common stock offering to pay down and extinguish the term loan portion of its senior secured credit facility with Wachovia Bank, NA. 

The average of Total Debt to Owner's Equity on this period is 0.37, while the industry benchmark is 0.49.

The result clearly shows that Amedisys had a great control over their debt, especially the last two years for the study period.

4.3) Times Interest Earned

This ratio measures the ability of a company to meet its interest payment obligations to creditors. The higher this ratio the better position the company is in to meet these requirements. This is formulated by the equation:

Times Interest earned =   Earning Before Tax and Interest(EBIT)
                                                Annual Interest Expense

	 
	2007
	2006
	2005
	2004
	2003

	Times Interest Earned
	124.85
	13.61
	17.62
	66.41
	11.54

	 Industry Benchmark
	8.6
	8.6
	8.6
	8.6
	8.6
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The company’s ratio increased significantly over the same the five year period analyzed, with a low of 11.54 in 2003 to a whopping 124.85 in 2007(982%). The reason is increasing EBIT due to the acquisition of other Home care agencies. As a result of the acquisition the company’s sales revenue increased by 59% in 2004, 68% in 2005, 41% in 2006 and 28% in 2007. 

Between 2003 to 2004, the Time Interest Earned ratio increases from 11.54% to 66.41% because the decreasing in the interest expenses from $1,293 million to $510 millions.

Between 2004 to 2006, the Time Interest Earned ratio decreases from 66.41% to 13.61% because the increasing in the interest expenses from $510 million to $4,907 million.

In 2007, the times interest earned ratio was a whopping 124.85 compared to the industry average of only 8.6. The reason for this very high reading in 2007 is that on November 22, 2006, the company used $43.2 million from the total of the common stock offering to pay down and extinguish the term loan portion of its senior secured credit facility with Wachovia Bank, NA and paid the associated accrued interest. This had a direct impact the following year and caused a significant reduction in interest expense during the 2007 fiscal year. Interest expense was only $835,000 for fiscal 2007 compared to $4.9 million in fiscal 2006. This represented a significant decrease of $4.1 million (-85.2%) from the fiscal 2006.

Finally the average of The Times Interest Earned ratio on this period is 46.8. Comparing to the industry average of 8.6 for all five years, it is obvious that the company is in an excellent position to meet this interest payments. 

4.4) Long term-Debt to Total Capitalization

The Long-Term Debt to Total Capitalization ratio shows the financial leverage of a firm. A variation of the traditional debt to equity ratio, computes the proportion of a company’s long-term debt compared to its available capital. This measure tells investors the amount of leverage utilized by a specific company and compares it to others to help analyze the company’s risk exposure. In general, companies who finance a greater portion of their capital via debt are considered riskier than those with lower leverage ratios. This is formulated by the equation:

Long term- Debt to Total capitalization =     Long term- Debt  

                                                                      Total capitalization

	 
	2007
	2006
	2005
	2004
	2003

	Long-term Debt to Total Capitalization
	7.75%
	4.67%
	19.76%
	5.89%
	12.07%

	 Industry Benchmark
	29.95%
	29.95%
	29.95%
	29.95%
	29.95%
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As the chart shows, the Long term- Debt to Total capitalization ratio shows a decreasing trend of 0.9% between 2003 and 2007 due to the increase in Total equity except on 2005 which additional to increasing in total equity, Long term- Debt increased significantly (43,063).

The total equity and total asset increased during this period because of the following reasons: 

· Retained earning increased annually because of increase in Operating income ( total revenue to total cost, which our total revenue increased significantly annually)

· Additional paid-in capital increased annually. The account represents the excess paid by an investor over the par-value price of a stock issue.

· Total assets increased annually due to the increase in goodwill and property & equipment (Purchasing other home care agencies).

In fiscal 2004, the company increased its capitalization by pricing a public offering of 2.46 million of its common shares for $27.50 per share for gross proceeds of $67.7 million. Another contributing factor for this sharp decline in 2004, is because the company liquidated $1.4 million (45.2%) in long-term loans.  
The relatively higher percentage in 2005 was also due to the debt issue for the senior secured credit facility funding for the 2005 fiscal year. This is in reference to the opening of new locations as start-ups. They funded their acquisitions through the issuance of a $75.0 million senior credit facility comprised of a $50.0 million five year term loan and a $25.0 million revolver loan (“revolver”), and $4.1 million in promissory notes and working capital generated by their operating activities. As of December 31, 2005, the company had full availability of their revolver, owed $47.5 million on the company’s term loan. They were also in compliance with all of the covenants of their senior credit facility. In 2006, this ratio measured only 4.67%, its lowest point in five years. This is also due to the fact that in November the company used $43.2 million from the total of the common stock offering to pay down and extinguish the term loan portion of its senior secured credit facility with Wachovia Bank, NA.
The average of Long term- Debt to Total capitalization ratios during 2003 to 2007 is 10.02% which is very low compared to the industry as a whole with an average ratio of 29.95, for the same five year period. This means that Amedisys is very well capitalized through 2008.

5. Analysis of Operations

5.1) Liquidity ratios
Liquidity ratios measure the organizations cash and other current assets to the current liabilities. There are two most common of these ratios: 
· Current ratio measures the extent to which the claims of short-term creditors are covered by assets expected to be converted to cash in the near future. 
· Quick Ratio is an excellent measure of liquidity by deducting inventories from current assets. It measures the firm’s ability to raise immediate cash to meet payment obligations. 

5.1.1) Current ratio
Current ratio indicates a company’s ability to meet short-term debt, the higher the ratio, the more liquid the company is. The current ratio is the result of dividing the total of current assets by short term debt. This is formulated by the equation:
Current ratio =    Current Asset
                          Current Liabilities
	 
	2007
	2006
	2005
	2004
	2003

	Current ratio
	1.62
	2.19
	0.92
	2.83
	1.46

	Industry Benchmark
	1.7
	1.7
	1.7
	1.7
	1.7
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During this period, current assets increased mainly because of the increase in account receivables due to the more service sales revenue as a result of purchasing other healthcare agencies. On the other hand, the Current Liabilities increased during this period (except for 2006), resulted in the average current ratio between 2003 and 2007 of 1.8 which was a little above the industrial value of 1.7. This indicates that they were able to meet their short time debt without risks.
In 2004, the company raised additional funds, as indicated by the significant increase in cash equivalents 201%($59.9 million) from the previous year. This was the result of the company raising cash by issuing 2.46 million of its common shares for $27.50 per share for gross proceeds of $67.7 million.
The lowest Current ratio was 0.92 in 2005, because 2005 was the year that they used more cash (current asset) in comparison to other years in this period to buy the health care companies. Also the current liability increased considerably in this year because they bought some of these health care companies by note payable. (2005, Co. acquired the home health operations from several affiliated companies operating as Winyah Health Care Group. The purchase price included $13,000,000 in cash, a $2,000,000 note payable over two years and approx. $1,500,000 of Company's stock. Also the company acquired HMR, Inc. for approximately $106,800,000, Housecall Medical Resources, Inc. for $106,000,000 and NCARE Inc. for approximately $1,500,000 in cash and a $700,000 note payable over two years. At the same year, the company closed on its acquisition of the home health assets of. for approx. $13,000,000 in cash.)
As a result of the good decisions in 2005, the current ratio increased from 0.92 in 2005 to 2.19 in 2006

The above decisions in 2005 affected the fallowing accounts in 2006:
· The cash increased by 388% 

· They pay off 22% of short term debt 

· They pay off close to all of the log-term debt (only 2,114 left from 43,063)

· Accounts payable decreased by 108%

· Account receivable increased by 9%  because they had more health care agencies than 2005 and they sold more services
Also, during fiscal periods 2003 and 2005, the company implemented a more favorable credit policy as indicated by accounts receivable increasing by $51.7 million. That decisive action resulted in cash decreasing by $70.4 million from 2003 to 2005. Since that time, Amedisys has improved its financial position as measured by the current ratio. This was followed by an enormous improvement in 2006, mostly due to the fact that on November 22, 2006; Amedisys closed its issue of 3,000,000 shares of its common stock at $41.50 per share, for net proceeds of approximately $117.9 million. Also, current liabilities decreased in 2006 from approximately $100 million in 2005 to $81.9 million in 2006. The most contributing factor is that also on November 22, 2006, the company also used $43.2 million from the total of the common stock offering to pay down and extinguish the term loan portion of its senior secured credit facility with Wachovia Bank, NA. In 2006, all of these factors contributed to the company recording a current ratio of 2.19, which exceeded the industry average of 1.7.  Since that time, the company’s current ratio of 1.46 has decreased significantly (-27.5) from 2006 to 2007 well below the industry average of 1.7. 
Although, management is expecting cash to increase in 2008 due to a rebound from increasing sales revenues through company acquisitions, new start-ups  and a strategy of growth.

5.1.2) Quick ratio

The quick ratio indicates a company’s ability to repay short-term obligations with its most liquid assets.

The higher the number, the stronger the company is. This is formulated by the equation:
Quick Ratio= cash+ cash equivalent+ Account Receivable
                                          Current Liabilities
	 
	2007
	2006
	2005
	2004
	2003

	Quick ratio
	1.5
	1.94
	0.85
	2.72
	1.32

	Industry Benchmark
	1.2
	1.2
	1.2
	1.2
	1.2
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The results of the quick ratio are very close to current ratio because Amedisys balance sheet indicates that the company is dependent on cash and account receivable more than 90% of current asset and only 10% of current asset includes inventory (has no inventory because of the nature of the business), prepaid rent and other current assets. 
Again in 2005, the quick ratio was below the industry average of 1.2, which is 0.85, because 2005 was the year that they used more cash (quick asset) in comparison to other years in this period to purchase the health care companies. Also the current liability increased considerably in this year because they bought some of these health care companies by note payable. This was caused by the company choosing to use its cash reserves to pay down a significant proportion of its long-term debt in 2005. In the process, current liabilities increased by $58 million in 2005(+138%) from the prior year. While at the same time cash decreased by $59.6 million from 2004 to 2005(-80%),  This was followed by a huge improvement in 2006, mostly due to the fact that on November 22, 2006, Amedisys closed its issue of 3,000,000 shares of its common stock at $41.50 per share, for net proceeds of approximately $117.9 million. Also, current liabilities decreased in 2006 from approximately $100 million in 2005 to $81.9 million in 2006. The most important contributing factor is that on November 22, 2006, the company used $43.2 million from the total of the common stock offering to pay down and extinguish the term loan portion of its senior secured credit facility with Wachovia Bank, NA and paid the associated accrued interest. The firm used the remaining proceeds for general corporate purposes, including working capital. 
Between fiscal 2006 and 2007 cash decreased by $27.9 million (-33.3%), which was a significant decrease and resulted with a quick ratio of only 1.32, but still higher than the industry average. This decrease from 2006 to 2007, is partly attributable to a significant increase in accrued salaries of $16 million(+62%) and accrued expenses of $20.1 million(+43%) related to the acquisitions of seven home health agencies of ASAP Health Services, a division of The Schuster Group, and an Oklahoma based therapy staffing company both early in 2006. Later in 2006, other acquisitions in West Virginia, North & South Carolina, and Missouri also played a major role in decreasing the cash account. 
Amedisys has a good reserve of cash and cash equivalents on hand from 2006 and throughout 2007 as represented by their quick ratio from its peak in 2004 of a whopping 2.72 and more recently a high of 1.94 in 2006. Also, due to the fact that on November 22, 2006, the company experienced a quick infusion of cash by issuing 3,000,000 shares of its common stock at $41.50 per share, for net proceeds of approximately $117.9 million.
Cash decreased significantly in 2007, because the company used mostly cash to purchase the assets of IntegriCare, Inc. during the third and fourth quarters of 2007. This caused a decrease to the most resent quick ratio measure of 1.5 in 2007, but still exceeded the industry average of 1.2 for fiscal 2007. Although, the company’s current ratio of 1.46 has decreased significantly(-27.5) from 2006 to 2007 well below the industry average of 1.7, it is expected to increase in 2008 due to a rebound from increasing sales revenues through  acquisitions, new start-ups and growth. 
Overall, it seems Amedisys, Inc. had enough cash on hand to meet its immediate obligations based on the quick ratio values for the same five year period involved, especially when compared to what is normal for that industry.
5.2) Profitability ratios

Profitability ratios measure the combined effect of policies and decisions reflected as part of liquidity, working capital management, and debt management; through operating results for the period. 
· Operating Profit Margin indicates how effectively an organization is controlling the costs and expenses associated with their normal business operations. 
· Return on Assets is measured as a company’s return on its investment in total assets, which is not dependent on the company’s capital structure. 
· Return on Equity measures the portion of owner’s equity that translates to profit for an organization. It is an indication of what is returned on the shareholders investment in the company. 
· Return on Sales (Net Profit Margin) is a measure of how efficient a company is at generating earnings by controlling costs and expenses through the course of normal business operations. 
5.2.1)The Operating Profit margin

Operating Profit margin indicates how effectively an organization is controlling the costs and expenses related with their normal business operations.

Operating Profit margin =     EBIT

                                          Total Revenue

	 
	2007
	2006
	2005
	2004
	2003

	Operating Profit Margin
	0.138354
	0.121327
	0.131309
	0.146982
	0.100637

	 Industry Benchmark
	0.039
	0.039
	0.039
	0.039
	0.039
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During this period The Operating Profit margin average is 0.12 which has greatly exceeded the industry average of 0.039. Also Operating Profit margin ratio shows an increasing trend of 0.5% during this period. This is primarily the result of a steady increase in sales for the company over the same time horizon.
The Operating Profit margin affected by management decisions ,The reasons for this high Operating Profit margin are:

· managers have been very effective in controlling costs and expenses for the five year period involved

· Their Revenue is growing rapidly through acquisition(home health agencies). 

· Amedisys claims its computer systems for submitting and tracking claims gives it a huge competitive advantage in its business

As the chart indicates, The slump in 2004 thru 2006 is due to the fact that these same acquisitions, during this time span have not become fully integrated into the overall corporate system. This is indicative by the steady increase in operating expenses. In 2003, profit margin increases due to increasing sales revenues. Starting in 2004, operating expenses increased a noticeably 72.5% ($70.8 million) which initiated the sharp decline in operating profits for this period. It should also be noted that in 2005, the disproportionate increase in operating expenses of $70.8 million (83.4%). This situation steady deteriorates the next year, and an astounding increase of 182.3% ($307.1 million) from 2005 to 2006. This disproportionate increase in operating expenses is primarily due to the fact that the more recent acquisitions and new start-ups by the end of 2006 had not become fully integrated into the Amedisys’ corporate system by the end of the fiscal year.  After, this integration process is completed for those acquisitions and new start-ups, it is expected that these expenses will decrease significantly during 2008 and beyond. 
This is great news for shareholders because it well exceeds the average firm in the industry. Investors want a company with consistently high operating profit margins because it shows more liquidity and that sales are increasing faster than costs, which can mean growth.
The higher the margins the greater the earnings available to the shareholders, and therefore, the higher the value of the business.
5.2.2) Return on Assets Ratio 

Return on Assets indicates a company’s return on its investment in total assets. Its return on investments is independent of the company’s capital structure. This is formulated by the equation:
Return on Assets Ratio =       EBIT
                                      Average Total Asset
	 
	2007
	2006
	2005
	2004
	2003

	Return on Assets ROA
	0.198413
	0.16623
	0.191474
	0.231816
	0.197882

	Industry Benchmark
	0.081
	0.081
	0.081
	0.081
	0.081
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The Return on Assets ratio is a very healthy showing because it has also greatly exceeded the industry average of 8.1% for the entire five year time horizon. The company measured Return on Assets percentage of 19.8%, 23.2%, 19.1%, 16.6% and 19.8% for the years 2003, 2004, 2005, 2006 and 2007 respectively. The ROA ratio of 16.6% was lower than the other four years in fiscal 2006, mainly due to the new acquisitions in West Virginia, North & South Carolina, and Missouri, during the same year. 
Other major contributing factors were because operating expenses increased by a whopping 182.3 % ($307.1 million) from the previous year. This disproportionate increase in operating expenses is mostly due to the fact that the more recent acquisitions and new start-ups during 2006 had not become fully integrated into the Amedisys’ corporate system by the end of the fiscal year. Another contributing factor is that revenues only increased by 41.8 % ($159.1 million) also because these same acquisitions hadn’t become fully integrated into the operations of Amedisys, during the 2006 fiscal period. This is the reason why Amedisys’ ROA (16.6%) was much lower, than the lowest reading (19.1%) for the other four years, included in the analysis. The following year, in 2007 it is plainly evident to see that revenues increased $157 million (29.4%) from the previous year. 
Overall, the company fared well in this area; this is also primarily the result of a steady increase in sales for the company over the same five year period. It is also due to the fact that all the prior acquisitions and new start-ups have now become well integrated into the Amedisys’ corporate system and having a very positive impact on overall sales. It also reflects the efficient utilization of all the corporations’ assets, which indicates good management practices with regard to effectiveness and control. 

5.2.3) The Return on Stockholders’ Equity

The Return on Stockholders’ Equity reflects the earnings allocated to each shareholders investment. It also indicates the percentages of owners’ equity that becomes profit for a company. This is formulated by the equation:
Return on Stockholders’ Equity   =             Net Income
                                                        Average Shareholders’ Equity
	 
	2007
	2006
	2005
	2004
	2003

	Return on Equity ROE
	0.160579
	0.137458
	0.176514
	0.205171
	0.307341

	Industry Benchmark
	0.145
	0.145
	0.145
	0.145
	0.145
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As the chart indicates, Fiscal 2006 was the only year in which the ratio was below the industry norm of 14.5% Although net income increased (11%) over this same time period, it was only due to the fact that retained earnings increased substantially over the year before from $46.5 million to $84.8 million (82.4% increase). The company will also have to better control operating expenses as they continue to rise, as can be seen in fiscal 2006 and 2007. In 2006, operating expenses increased by a whopping 182.3% ($307.1 million). During this same time period in 2006, revenues only increased by 41.8% ($159.1 million). In addition, to the fact that Amedisys closed its issue of 3,000,000 shares of its common stock at $41.50 per share, both had a significant impact on the increase in stockholder’s equity of $171 million(+79.8%) over the fiscal 2006 period. This is the reason why the company’s ROE (13.7%) dipped below the industry average(14.5%) in fiscal 2006. Similarly in 2007, operating expenses increased 26.5% ($125.7 million). During this same time period in 2007, revenues have also increased by 28.9% ($156.8 million) as a direct result of earlier acquisitions, which have now become fully integrated in the Amedisys’s corporate environment. 
Although, a ROE ratio of 16.1% (18.3% increase) is an improvement somewhat from 2006 to 2007, if management can better control operating costs, the return on stockholders equity will also increase significantly. The increase in the ROE ratio would have been more profound, if it wasn’t for the issue of 3,000,000 shares of its common stock mentioned above.  Although, We do believe that shareholder’s would be very pleased with this return on their investment, over the same five year period.   

5.2.4) Return on Sales

The Return on Sales (Net Profit Margin) is an important measure of each dollar earned relative to sales. It is also expressed as a percentage. The higher this ratio the better the company is at converting sales revenue into actual $ profit.  This measure has very clear implications on the value of the company’s stock. This is formulated by the equation:
Return on Sales =   Net Income
                  Total sale

	 
	2007
	2006
	2005
	2004
	2003

	Return on sales ROS
	0.093294
	0.070692
	0.078892
	0.090291
	0.059008

	 Industry Benchmark
	0.045
	0.045
	0.045
	0.045
	0.045
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In the case of Amedisys, they have consistently exceeded the industry average of 4.5% over the entire five year period. Especially in 2007, the firm did very well with a ratio of 9.3% (see chart 15). This is attributable to the operations becoming fully integrated into the company as a whole, for the most recent acquisitions just a year earlier and streamlining operating costs. The company also did very well in fiscal 2006, 2005 and 2004. The organization had a ratio of 7.1%, 7.9% and 9.3% respectively, which exceeded the average of 4.5% for the industry. Even in fiscal 2003, with a ratio of 5.9% it was higher than the 4.5% for the industry average. This is also mainly attributable to robust revenues from new acquisitions, new start-ups and growth of the company, especially through 2004 through 2007. Managers lived up to their expectations converting profit per sales dollar as reflected by this very important profit margin ratio.
the industry average of 4.5% over the entire five year period indicates that the company made enough profit compared to their competitors and it shows that the prior acquisitions and new start-ups have now become well integrated into the Amedisys’ corporate system and having a very positive impact on overall sales. It also reflects the good management practices with regard to effectiveness and control. 
5.3) Working Capital Ratio Analysis

Working capital ratios measures how effectively the firm is managing its current assets. Three widely used of these ratios are as follow:  
· Accounts Receivable collection period is used to measure the average length of time the firm must wait after making a sale to receive the cash payments. 
· Accounts Payable payment period is used to measure the average length of time the company waits before paying its vendors, suppliers, and short-term obligations to support sales. 
·  Fixed Asset Turnover ratio is a measure of the efficiency with which a company is using its net investment in fixed assets within a fiscal period.  
· Total Asset Turnover ratio is an assessment to the efficiency with which a company is using its total investment in assets over a fiscal period. 
·  Inventory Turnover ratio is also a very important measure of how often inventory is sold out and refurbished throughout the year. However, in the case of Amedisys, the company has no inventory; therefore this ratio does not apply in this analysis. 

5.3.1) Account Receivable Collection Period
The average collection period ratio measures how long it takes a firm to receive cash on average after the point of credit sales from its customers. This is formulated by the equation:
Account Receivable Collection Period= Account receivable
                                                              Average Sales per Day

	 
	2007
	2006
	2005
	2004
	2003

	Account Receivable Collection Period
	45
	48
	44
	32
	37

	Industry Benchmark
	45.50
	45.50
	45.50
	45.50
	45.50
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Amedisys services are provided mainly to Medicare beneficiaries. Medicare is then billed and payment is received based on a 60-day episode rate that is subject to various adjustments. It should be noted that 89% of their revenues are derived from Medicare. The company is also able to pre-bill Medicare a portion of the estimated 60-day episode of care. According to the average accounts collection period ratio of 45 days, Amedisys has been able to collect cash from its customers about 45 days or less over the same five year period that it takes the average firm in this industry of 45.5 days.
It should also be noted that it is taking Amedisys a little longer to collect cash from its customers then times past, as indicated by the gradual increase in the average collection period from 37 days in 2003 to 45 days in 2007. This will also have an effect on cash balances as well, for the same time period involved. Although this is an improvement over fiscal 2006, where the company recorded a ratio of 48 days, which exceeded the industry average of 45.5 days for the same year, the reason this ratio exceeded the industry average in 2006, was due in part to that year which caused a delay in how Medicare payments are submitted to health care service providers. Also, newly enacted regulations such as that passed in 2006 have all played an important role regarding how the company is reimbursed for client services. Other factors include; changes in Medicare and other medical reimbursement levels that will have a very significant impact on the company’s accounts receivables balances as well.    

5.3.2) Accounts Payable Payment Period

The Accounts Payable Payment Period is the average number of days it takes for payment of an associated invoice or the average time a company takes to pay suppliers. This is formulated by the equation:
Accounts Payable Payment Period= Account Payable
                                                            Total Sales/365

	 
	2007
	2006
	2005
	2004
	2003

	 Account payable period(days)
	17.01
	34.31
	40.97
	19.03
	18.19

	Industry Benchmark
	9.71
	9.71
	9.71
	9.71
	9.71
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Over the previous five-year period, it seems Amedisys does not manage it accounts payable very well. It took the average firm in the industry only 9.7 days to pay associated invoices and bills. In 2007, It took the company twice as long to pay its outstanding obligations with a ratio of 17.01. During fiscal 2006, it took the firm almost four times as long as the average firm in the industry (9.71), the firm had a ratio of 34.31 to settle current obligations. This does to seem to be an improvement from 2005, when it took Amedisys about four and a half times as long as the average firm in the industry; the company had a very high reading of 40.97(see chart 4) for that year. 
This can be attributed to the fact that the company was very low in cash with only $17 million; while on the othe hand the accounts payables increased by $23.3 million (400%) from the 2004 fiscal period. The reason for this drastic increase in accounts payables and decrease in cash is partly due to the disproportionate increase in operating expenses of $70.8 million(83.4%) in 2005, and an astounding increase of 182.3%($307.1 million) from 2005 to 2006. This drain on cash had an adverse effect on the conpany’s ability to pay its creditors, especially in 2005 and 2006. Although somewhat of an inprovement, operating expenses increased 26.5% ($125.7 million) in 2007 from the year before. This was also reflected in the accounts payable period ratio of 17.01 a major improvement over the previous two years, but still well below the industry average of 9.71.  
Subsequent to 2005, the company has been improving the time it takes to make payments to suppliers. As mentioned earlier, this is due in part because of the new equity issue closed in fiscal 2006, which provided a much needed cash infusion into the organization, through fiscal 2007. As of the end of 2007, the organization continues to take much longer to make payments then the industry norm although a noticeable improvement from 2005 and 2006. This sub-par reading can still have a negative impact on their relationship with their short-term creditors and suppliers.
5.3.3) The Fixed Asset Turnover 

The Fixed Asset Turnover ratio is a measure of the efficiency with which a company is using its net investment in fixed assets in time per year. A comparison of sales and fixed asset investments from each dollar invested in productive assets. The higher this ratio the better an organization is utilizing these net fixed assets. This is formulated by the equation:
Fixed Asset Turnover ratio =               Sales
                                              Average Net Fixed Asset

	 
	2007
	2006
	2005
	2004
	2003

	Fixed Asset Turnover
	1.97
	2.03
	2.32
	3.67
	3.62

	 Industry Benchmark
	10.17
	10.17
	10.17
	10.17
	10.17
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Based on an industry norm of 10.17, it can clearly be seen that Amedisys, with a more recent ratio of only 1.97 is not utilizing their fixed assets efficiently.
It should also be noted that the company’s position, based on the fixed asset turnover ratio has been steadily declining over the same five year period measured. In 2003(the highest), the firm’s ratio measured only 3.63. This is considered to be very low (compared to 10.17 for the industry). This means the organization is presently invested to heavily in its productive assets, in an effort to generate sales revenues. Much of this is due to the acquisitions is 2003, 2006 and more recently 2007, which have not yet become fully integrated into the company’s organization. However, it is expected that all these operating units will have become fully integrated into the Amedisys corporate system throughout in the rest of fiscal 2008. This will greatly increase the efficiency of the combined corporate operating system as a whole, and it is also expected that the fixed asset turnover ratio will greatly improve in fiscal 2008 and beyond.    
5.3.4) The Total Asset Turnover 
The Total Asset Turnover is an assessment to the efficiency with which a company is using its total investment in assets over a fiscal period. It compares net sales to total assets. The higher this ratio the more efficiently a company is utilizing all of its assets and is very useful in measuring firms in the same industry.
This is formulated by the equation:
The Total Asset Turnover Ratio =            Sales

                                                       Average Total Assets

	 
	2007
	2006
	2005
	2004
	2003

	Total Asset Turnover
	1.328
	1.347
	1.414
	1.554
	1.890

	 Industry Benchmark
	2.11
	2.11
	2.11
	2.11
	2.11
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According to this ratio it can clearly be seen that Amedisys is somewhat over invested in all of its corporate assets; in 2003 the company ratio was 1.89 with a steady decline to only 1.33 in 2007.  So it seems that the company has fared worse over the same five year period when compared to the total asset ratio of 2.11 for the industry. 
In 2003, the company has its highest reading of 1.89, but it has steadily gone done hill since that time; Just as mentioned above the reason for this gradual decline is due to the recent acquisitions, such as TLC Health Care Services, Family Home Health Care, and Comprehensive Home Healthcare Service, Inc. that has not yet become fully integrated into the Amedisys corporate system as of the end of fiscal 2007. Thus, for the same reasons as above, it is expected that there will be much improvement is in this area as well during fiscal 2008 and onward. 
6.Future Projections

After analyzing, summarizing, and evaluating financial ratios for Amedisys, Inc. Financial performances can now be projected for the company over the next three to five years. These projections will be divided into Capitalization, Liquidity, Working Capital Management and Profitability ratios. Just as in the case with this company, the viability of any organization will depend on how well all of these factors contribute to its economic well-being, and what management does to enhance these interrelationships on a strategic basis. Finally, an overall projection will be made for Amedisys, Inc.; including the effect of Federal and State regulatory factors on future business operations. To maintain an competitive edge, Amedisys will also have to pay attention to many other considerations such as;  the availability and terms of capital, ability to attract and retain qualified personnel, ongoing development and success of new start-ups, ability to successfully integrate newly acquired agencies, changes in estimates and judgments associated with critical accounting  policies, business disruption due to natural disasters or acts of terrorism and various other matters, some of which may be beyond the management control. However the effect of these items is not expected to interrupt to any great extent the on-going success and implementation of Amedisys’ business strategies.  

Capitalization

Based on the five year study period from 2003-2007, an increasing trend is expected to continue in the following years for the Total Debt to Stockholders Equity ratio, the Total Debt to Total Asset ratio, and the Long Term Debt to Total Capitalization ratio. On the other hand, the Times Interest Earned ratio is expected to level off from its extremely high level and gradually decline to a more normal level over the next several years. Amedisys is continuing to expand and will probably assume more long-term debt in the process, which will cause These ratios to lineup more with the industry average within the next several years. Although, we are experiencing an increasingly slowing economy, the Health Care providers are characteristically not as well affected by the nature of its business. On October 25, 2007, Amedisys entered into a three year $100 million unsecured revolving credit facility with a group of banks. The credit facility also includes an accordion feature, whereupon, at the Company’s election and subject to customary conditions described in the credit agreement, the facility can be increased by up to an additional $100 million. According to William F. Borne, Chief Executive Officer of Amedisys, Inc. “This new $100 million credit facility provides additional financing flexibility for the company, for general corporate purposes and to facilitate potential acquisitions and new start-ups,” “While we have a strong cash position, we also have a healthy pipeline of acquisition opportunities. This credit facility improves our ability to timely capitalize on those opportunities.”  It is obvious that the company well be in an excellent position to continue for future expansion. This means Amedisys will be well poised for the future and is expected to fair very well as they increase market share and corporate profits, in spite of current economic turmoil at home and abroad! 

Liquidity

Between the period 2003-2007 the current ratio and the quick ratio were both extremely volatile peaking in 2004 and again in 2006. However, the quick ratio is more conservative than the current ratio, since it excludes inventory. Amedisys does not have any merchandise inventory so both of these ratios are expected to move relatively in tandem. Both ratios were in a wave like pattern, which makes it very difficult to forecast for the upcoming years. Since their peak in 2006, they both have declined somewhat with the current ratio dipping slightly below the industry average. On the other hand, the quick ratio continues to be above the industry average and it should remain that way. Although, the company will probably use its cash to pay off some future debt needed for new acquisitions and start-ups. It is probably safe to assume that both ratios will probably level off and continues to rise gradually as the company continues to generate cash from its receivables and robust expected future sales. 
Profitability

According to Amedisys 10k report, this has been another exceptional quarter and nine-months for the first three quarters of fiscal 2008. The company is experiencing record revenue and earnings per share for the firm, due in part to the complete integration of TLC Health Care Services, Family Home Health Care, and Comprehensive Home Healthcare Service, other recent acquisitions and new start-ups throughout 2006 and 2007. Once this process is totally complete, the company will also have better control over operating costs, as they have continued to rise disproportionately in 2006 and 2007 because of the reasons just previously mentioned. It should also be noted these costs were relatively proportional to revenues in fiscal 2007. As the company’s sales revenues continue to rise, as is expected throughout 2008, there still remains room for improvement for the organization as a whole, to be even more efficient. If this can be accomplished it will be reflected through higher returns in subsequent years. Therefore, it is only reasonable to expect profitability as measured by Profit Margin, Operating Margin, Return on Equity and Return on Assets to continue to rise and continue to exceed industry averages, at least for the next few years. 

Working Capital Management

The area of working capital improvement is probably the area that Amedisys needs to establish better control. Although, the average collection period ratio is close to the industry average, they might want to make a better effort to collect on past sales. Even though this may be beyond management control, since most of these reimbursements are from medicare, and approximately 89% of their revenues are derived from Medicare, which is subject to continuous regulation and change and having an impact on how the company’s receivables are collected. They will also want to improve making payment to their suppliers as exhibited by the accounts payable period ratio, which is beyond what is normal for the health care industry. Management may also want to remedy their efforts in utilizing their invested assets, as indicated by the fixed asset and total asset turnover ratios where there is significant room for improvement also. However it is expected that recent acquisitions and new start-ups will be fully integrated into the Amedisys organizational system. When making any acquisition there are three major integration risks: systems integration, financial reporting integration, and cultural integration. With the last of the agencies having been completely converted, the company has mitigated the first two integration risks and is well into the cultural integration process.” Although, it can sometimes take a little longer; success in all of these areas will also translate to better operational results, including the bottom line for the entire organization. 

Federal and State Regulations

Many of the factors that could cause or contribute to variations in expected future sales revenues, operating profit and net income projections are described in the Company periodic reports and registrations statements filed with the Securities and Exchange Commission. Some of these include, but are not limited to the following: general economic and business conditions; changes in or failure to comply with existing regulations or the inability to comply with new government regulations on a timely basis. Thus, newly enacted regulations and the ones that have been subject to change from time to time all play an important role regarding how the company is reimbursed for client services. Other factors include; changes in Medicare and other medical reimbursement levels, ability to complete acquisitions and new start-ups announced from time to time, and any financing related thereto, the ability to meet debt service requirements and to comply with covenants in debt agreements. The company will also have to continue to be aware of adverse changes in federal and state laws relating to the health care industry, in addition to demographic changes. 

7. Conclusions and Recommendations

Amedisys, Inc. was originally incorporated in Louisiana in 1982. Operations were then transferred to a Delaware corporation, which was incorporated in 1994 and became a publicly traded company in August of the same year. The Standard Industrial Code (SIC) for this organization is #8082. Since becoming a publicly traded company, the organization has expanded considerably throughout the U.S., Puerto Rico and the District of Columbia. This can be attributable to the fact that Amedisys has prided itself on being a pre-eminent provider of home health care services in the U.S and abroad. On a strategic level, what the organization is trying to accomplish can all be summed up by the following excerpt from the company’s financial report, which emphasizes its corporate philosophy:  
Company Philosophy

As one of the leading providers of home health care and hospice services, we strive to maintain our vision, purpose, strategy and mission: 

Our Vision:    To be the premier home health care company in the communities we serve. 

Our Purpose:  To assist patients in maintaining and improving their quality of life. 

Our Strategy:  To offer low-cost, outcome-driven health care at home. 

Our Mission:   To provide cost-efficient, quality health care services to the patients  

                         entrusted to our care

As the analyst for the Matador Investment Company, we have performed a complete financial analysis, and evaluated the investment potential for Amedisys, Inc.; our findings are as follows:  The Company has more recently, continuously improved on its bottom line, as indicated by its operating profit, net profit margin and return on assets ratios. The company remains to be in a very competitive position in the home health care industry. In the future, Company officials are very excited that the completed conversion of all of the former Tender Loving Care ,"TLC" agencies to the Amedisys operating systems is complete and ahead of schedule,  according to William F. Borne, Chief Executive Officer of Amedisys, Inc. In conclusion, the entire health care industry will experience above average growth for at least the next five years or more. The most important reason for this is because baby boomers are now reaching retirement age. This fact alone will cause exceptional growth for health care services in all areas, especially home health services those firms like Amedisys provides. 

The value of an organization is partly based on the present value of the expected future income stream. The greater this income is expected to be over a period of time, the more value a company will assume to potential investors in the financial markets, with all other factors being the same. It has clearly been determined over the past five years that Amedisys’ revenues have been increasing at an accelerating rate because of acquisitions and expansions. Thus, the future sales revenues for the company are expected to increase as well as the company continues to expand, and all the acquisitions and new start-ups become totally integrated into the corporate system. As a result, this will also translate into corporate profits as operating expenses become more streamlined. The company is also well capitalized and has greatly reduced their financial leverage, which will in turn significantly decrease interest payments to creditors, as the case in 2007 where interest expense has been significantly reduced. Management has been very successful at not only increasing revenues in part do to recent acquisitions and new start-ups, but has also controlled operating costs as well. These results have had a profound effect on Amedisys, and have allowed the company to maintain a relatively profitable position, based on the past five-year performance period. This trend is also expected to continue well into the immediate future as more of these acquisitions; such as TLC Health Care Services, Family Home Health Care, Inc. and Comprehensive Home Healthcare Service, and other new start-ups become fully integrated into the company’s corporate system. We feel reasonably assured that the company will continue to experience this noteworthy level of success, not only because of its recent accomplishments, but also future growth potential. Consequently, we have arrived at the decision that this company would be an excellent candidate for long-term investment potential and future capital gains growth. Even, after taking into consideration the continuing deteriorating domestic and global economy; an investment in Amedisys, Inc. is very highly recommended.  
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