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CALCULATION OF REGISTRATION FEE

Title of Each Class of

Securities to be Registered
Amount to be

Registered

Proposed Maximum
Offering Price

Per Unit

Proposed Maximum
Aggregate Offering

Price
Amount of

Registration Fee(1)

5.125% Senior Notes due 2023 $300,000,000 100.000% $300,000,000 $34,860
Guarantees related to the Senior
Notes(2) � � � �

(1) Calculated in accordance with Rule 456(b) and Rule 457(r) of the Securities Act of 1933, as amended.
(2) Pursuant to Rule 457(n) of the Securities Act of 1933, as amended, no separate fee is payable with respect to

guarantees.
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Filed pursuant to Rule 424(b)(2)
Registration No. 333-183740

PROSPECTUS SUPPLEMENT

(To Prospectus Dated September 6, 2012)

$300,000,000

5.125% Senior Notes due 2023

We are offering $300 million aggregate principal amount of our 5.125% senior notes due 2023 (the �notes�). We will pay interest on the notes
semiannually in arrears on March 15 and September 15 of each year, beginning on September 15, 2015. The notes will mature on March 15,
2023.

At any time on or after March 15, 2018, we may, at our option, redeem all or a portion of the notes at specified redemption prices, plus accrued
and unpaid interest, if any, to the redemption date. The redemption prices are discussed under the caption �Description of Notes � Optional
Redemption.� At any time prior to March 15, 2018, we may, at our option, redeem all or a portion of the notes, at a redemption price equal to
100% of their principal amount plus a �make-whole� premium, plus accrued and unpaid interest, if any, to the redemption date. Prior to March 15,
2018, we may redeem up to 35% of the aggregate principal amount of the notes from the proceeds of certain equity offerings at a redemption
price of 105.125%, plus accrued and unpaid interest, if any, to the redemption date. See �Description of Notes � Optional Redemption.� If we
experience specific kinds of changes in control, we must offer to purchase the notes at 101% of the principal amount, plus accrued and unpaid
interest, if any, to the date of purchase.

The notes will be guaranteed by our subsidiary guarantors that guarantee borrowings under our credit agreement and other capital markets debt.
The notes and the guarantees will be senior unsecured obligations of HealthSouth Corporation and our subsidiary guarantors. The notes will rank
equal in right of payment to our current and future senior debt and will rank senior in right of payment to any future subordinated debt. The
notes will be effectively subordinated to our current and future secured debt, including borrowings under our credit agreement, to the extent of
the value of the assets securing such debt. In addition, the notes and the guarantees will be structurally subordinated to any liabilities, including
trade payables, of our nonguarantor subsidiaries.

Investing in the notes involves risks. See �Risk Factors� beginning on page S-5.

Neither the Securities and Exchange Commission (the �SEC�) nor any state securities commission has approved or disapproved of these securities
or determined if this prospectus supplement or the related prospectus is truthful or complete. Any representation to the contrary is a criminal
offense.
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Per Note Total
Public Offering Price1 100.000% $ 300,000,000
Underwriting Discount 1.750% $ 5,250,000
Proceeds to HealthSouth Corporation2 98.250% $ 294,750,000

(1) Plus accrued interest from and including March 12, 2015 to, but excluding, the date of delivery.
(2) The proceeds to HealthSouth Corporation set forth above do not take into account offering expenses.
The notes will not be listed on any securities exchange. We expect that delivery of the notes will be made to investors in book-entry form
through the facilities of The Depository Trust Company on or about March 12, 2015.

Joint Book-Running Managers

SunTrust Robinson Humphrey Barclays BofA Merrill Lynch
Citigroup Goldman, Sachs & Co. J. P. Morgan
Morgan Stanley RBC Capital Markets Wells Fargo Securities

March 9, 2015
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In making your investment decision, you should rely only on the information contained or incorporated by
reference in this prospectus supplement, the accompanying prospectus or any free writing prospectus filed by
us with the SEC. We have not, and the underwriters have not, authorized anyone else to provide you with
different or additional information. If anyone provides you with any other information, you should not rely on
it. We are not, and the underwriters are not, making an offer to sell these securities in any jurisdiction where
the offer and sale is not permitted. You should not assume that the information in this prospectus supplement,
the accompanying prospectus, any free writing prospectus or any document incorporated by reference is
accurate as of any date other than their respective dates. Our business, financial condition, results of operations
and prospects and those of Encompass (as defined herein) may have changed since those dates.
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ABOUT THIS PROSPECTUS SUPPLEMENT

Unless otherwise stated or the context otherwise requires, the terms �HealthSouth,� �we,� �us,� �our,� and the �Company� refer
to HealthSouth Corporation and its subsidiaries. Unless otherwise stated or the context otherwise requires, the term
�EHHI� refers to EHHI Holdings, Inc. and �Encompass� refers to the Encompass Home Health and Hospice business
operated by EHHI.

We provide information to you about this offering in two separate documents. The accompanying prospectus provides
general information about us and the securities we may offer from time to time. This prospectus supplement describes
the specific details regarding this offering. Additional information is incorporated by reference in this prospectus
supplement. If information in this prospectus supplement is inconsistent with the accompanying prospectus, you
should rely on this prospectus supplement.

It is important for you to read and consider all information contained or incorporated by reference in this prospectus
supplement and the accompanying prospectus in making your investment decision.

No person is authorized to give any information or to make any representations other than those contained or
incorporated by reference in this prospectus supplement or the accompanying prospectus and, if given or made, such
information or representations must not be relied upon as having been authorized. This prospectus supplement and the
accompanying prospectus do not constitute an offer to sell or the solicitation of an offer to buy any securities other
than the securities described in this prospectus supplement or an offer to sell or the solicitation of an offer to buy such
securities in any circumstances in which such offer or solicitation is unlawful. Neither the delivery of this prospectus
supplement and the accompanying prospectus, nor any sale made hereunder, shall under any circumstances create any
implication that there has been no change in our affairs since the date of this prospectus supplement, or that the
information contained or incorporated by reference in this prospectus supplement or the accompanying prospectus is
correct as of any time subsequent to the date of such information.

The distribution of this prospectus supplement and the accompanying prospectus and the offering of the notes in
certain jurisdictions may be restricted by law. This prospectus supplement and the accompanying prospectus do not
constitute an offer, or an invitation on our behalf or on behalf of the underwriters or any one of them, to subscribe to
or purchase any of the notes, and may not be used for or in connection with an offer or solicitation by anyone, in any
jurisdiction in which such an offer or solicitation is not authorized or to any person to whom it is unlawful to make
such an offer or solicitation. See �Underwriting (Conflicts of Interest).�

S-ii
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FORWARD-LOOKING STATEMENTS

This prospectus supplement contains historical information, as well as forward-looking statements that involve known
and unknown risks and relate to, among other things, future events, the Acquisition (as defined below), changes to
Medicare reimbursement and other healthcare regulations from time to time, regulatory investigations, our business
strategy, our dividend and stock repurchase strategies, our financial plans, our growth plans, our future financial
performance, our projected business results, or our projected capital expenditures. In some cases, you can identify
forward-looking statements by terminology such as �may,� �will,� �could,� �should,� �expect,� �plan,� �anticipate,� �believe,� �intend,�
�estimate,� �predict,� �project,� �target,� �potential,� or �continue� or the negative of these terms or other comparable terminology.
Such forward-looking statements are necessarily estimates based upon current information and involve a number of
risks and uncertainties, many of which are beyond our control. Any forward-looking statement is based on
information current as of the date of this prospectus supplement and speaks only as of the date on which such
statement is made. Actual events or results may differ materially from the results anticipated in these forward-looking
statements as a result of a variety of factors. While it is impossible to identify all such factors, factors that could cause
actual results to differ materially from those estimated by us include, but are not limited to, any adverse outcome of
various lawsuits, claims, and legal or regulatory proceedings that have been or may be brought by or against
HealthSouth, including its pending United States Department of Justice (the �DOJ�) and HHS Office of Inspector
General (the �HHS-OIG�) investigations, as well as those related to yet undiscovered issues, if any, at EHHI; adverse
effects on the prices of any of HealthSouth�s securities resulting from the integration of EHHI; the ability to
successfully integrate EHHI consistent with HealthSouth�s growth strategy, including realization of anticipated
revenues, cost savings, and productivity improvements arising from the related operations and avoidance of
unforeseen exposure to liabilities; changes in HealthSouth�s or EHHI�s management team; changes in the regulation of
the healthcare industry broadly or the inpatient rehabilitation, the home health and hospice areas specifically at either
or both of the federal and state levels; competitive pressures in the healthcare industry broadly or the inpatient
rehabilitation, home health and hospice areas specifically and HealthSouth�s response thereto; the ability to maintain
proper local, state and federal licensing where EHHI does business; HealthSouth�s ability to successfully integrate
EHHI and to successfully complete future acquisitions, investments, and joint ventures consistent with its growth
strategy and realize the expected benefits; potential disruptions, breaches, or other incidents affecting the proper
operation, availability, or security of HealthSouth�s information systems, including the unauthorized access to or theft
of patient or other sensitive information, as well as unforeseen issues, if any, related to integration of EHHI�s systems;
the ability to attract and retain nurses, therapists, and other healthcare professionals in a highly competitive
environment with often severe staffing shortages and the impact on HealthSouth�s labor expenses from potential union
activity and staffing shortages; changes, delays in (including in connection with resolution of Medicare payment
reviews or appeals), or suspension of reimbursement for services by governmental or private payors; our ability to
obtain and retain favorable arrangements with third-party payors; the increase in the costs of defending and insuring
against alleged professional liability claims and our ability to predict the estimated costs related to such claims;
general conditions in the economy and the capital markets; and those described under the heading �Risk Factors,�
starting on page S-5 of this prospectus supplement, and in the accompanying prospectus, as well as those risks
described in our Annual Report on Form 10-K for the fiscal year ended December 31, 2014, including those under the
caption �Risk Factors� in Item 1A.

The cautionary statements referred to in this section also should be considered in connection with any subsequent
written or oral forward-looking statements that may be issued by us or persons acting on our behalf. We undertake no
duty to update these forward-looking statements, even though our situation may change in the future. Furthermore, we
cannot guarantee future results, events, levels of activity, performance, or achievements.
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SUMMARY

The following summary is qualified in its entirety by the more detailed information included elsewhere or
incorporated by reference in this prospectus supplement. Because this is a summary, it may not contain all the
information that may be important to you.

Company Overview

We are the nation�s largest owner and operator of inpatient rehabilitation hospitals in terms of patients treated and
discharged, revenues and number of hospitals. As of December 31, 2014, we operated 107 inpatient rehabilitation
hospitals (including one hospital that operates as a joint venture which we account for using the equity method of
accounting) and 25 licensed, hospital-based home health agencies. In addition to HealthSouth hospitals, we manage
three inpatient rehabilitation units through management contracts. As of December 31, 2014, our inpatient
rehabilitation hospitals had 7,095 licensed beds (excluding the one hospital that has 41 licensed beds and operates as a
joint venture which we account for using the equity method of accounting). While our national network of inpatient
hospitals stretches across 29 states and Puerto Rico, our inpatient hospitals are concentrated in the eastern half of the
United States and Texas. With the acquisition of Encompass, we operate in 33 states across the country and in Puerto
Rico, and serve patients through our network of inpatient rehabilitation hospitals, home health agencies, and hospice
agencies.

HealthSouth was incorporated under the laws of the State of Delaware. Our principal executive offices are located at
3660 Grandview Parkway, Suite 200, Birmingham, Alabama 35243, and our telephone number is (205) 967-7116.
Our Internet website address is www.healthsouth.com. Information on our website does not constitute part of this
prospectus supplement and should not be relied upon in connection with making any investment decision with respect
to the notes.

S-1
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The Offering

The following summary contains basic information about the notes and is not intended to be complete. It may not
contain all the information that may be important to you. For a more complete description of the notes, see
�Description of Notes.� In this summary of the offering, the words �we,� �us,� and �our� refer only to HealthSouth
Corporation and not to any of its subsidiaries.

Issuer HealthSouth Corporation.

Notes Offered $300 million aggregate principal amount of 5.125% senior notes due
2023.

Maturity March 15, 2023.

Interest Payment Dates March 15 and September 15 of each year, beginning on September 15,
2015.

Guarantees The notes will be jointly and severally guaranteed on a senior unsecured
basis by all of our existing and future subsidiaries that guarantee
borrowings under our credit agreement and other capital markets debt.
However, certain of our subsidiaries will not guarantee the notes. For the
fiscal year ended December 31, 2014, the nonguarantor subsidiaries
represented in the aggregate approximately 31.6% of our consolidated
net operating revenues and approximately 24.2% of our Adjusted
EBITDA. These figures do not give effect to the acquisition of EHHI
(the �Acquisition�), and none of HealthSouth Home Health Holdings, Inc.
(�Holdings�), EHHI or any of their respective subsidiaries are guarantors of
the notes. As of December 31, 2014, the nonguarantor subsidiaries held
approximately 24.7% of our consolidated property and equipment, net.
As of December 31, 2014, our nonguarantor subsidiaries had
approximately $245.2 million of outstanding indebtedness and other
obligations (excluding intercompany liabilities). For a discussion of the
risks relating to the guarantees, see �Risk Factors � Risks Related to the
Notes � Not all of our subsidiaries will be guarantors under the indenture
governing the notes. The notes will be structurally subordinated to the
indebtedness and other liabilities of our nonguarantor subsidiaries.�

Ranking The notes and the guarantees will be senior unsecured obligations of
HealthSouth Corporation and our guarantor subsidiaries. The notes will
rank equal in right of payment to our current and future senior debt and
senior in right of payment to any subordinated debt, including our 2.00%
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Convertible Senior Subordinated Notes due 2043. The notes will be
effectively subordinated to our current and future secured debt, including
borrowings under our credit agreement, to the extent of the value of the
assets securing such debt. As of December 31, 2014,
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as adjusted to reflect this offering and the application of the net proceeds
as described under �Use of Proceeds,� and the January 2015 offering of
$400.0 million of our 5.75% Senior Notes due 2024 (the �5.75% notes�),
the net proceeds of which were used to repay borrowings under our
credit agreement, we would have had approximately $461.7 million of
senior secured indebtedness outstanding (including capital lease
obligations) with approximately $393.2 million of available borrowing
capacity under the revolving portion of our credit agreement. See
�Description of Notes � Ranking.� In addition, the notes and the guarantees
will be structurally subordinated to any liabilities, including trade
payables, of our nonguarantor subsidiaries. Holdings, EHHI and their
respective subsidiaries are not guarantors of the notes.

Optional Redemption of Notes At any time on or after March 15, 2018, we may redeem some or all of
the notes at the redemption prices specified in this prospectus supplement
under �Description of Notes � Optional Redemption,� plus accrued and
unpaid interest, if any, to the redemption date.

Prior to March 15, 2018, we may also redeem some or all of the notes at
a redemption price equal to 100% of the aggregate principal amount
thereof, plus accrued and unpaid interest, if any, to the redemption date
plus a �make-whole� premium.

At any time prior to March 15, 2018, we may redeem up to 35% of the
aggregate principal amount of the notes in an amount not to exceed the
amount of proceeds of one or more equity offerings, at a price equal to
105.125% of the principal amount thereof, plus accrued and unpaid
interest, if any, to the redemption date, provided that at least 65% of the
original aggregate principal amount of the notes issued remains
outstanding after the redemption.

Change of Control Upon the occurrence of a change of control, as defined in the indenture,
each holder of the notes will have the right to require us to repurchase
such holder�s notes at a purchase price in cash equal to 101% of their
principal amount, plus accrued and unpaid interest, if any, to the date of
purchase. See �Description of Notes � Change of Control.�

Covenants The indenture governing the notes contains covenants that, among other
things, limit our ability and the ability of certain of our subsidiaries to:

�incur or guarantee indebtedness;
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�pay dividends on, or redeem or repurchase, our capital stock; or repay,
redeem or repurchase our subordinated obligations;

�issue or sell certain types of preferred stock;
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�make investments;

�incur obligations that restrict the ability of our subsidiaries to make
dividends or other payments to us;

�sell assets;

�engage in transactions with affiliates;

�create certain liens;

�enter into sale/leaseback transactions; and

�merge, consolidate, or transfer all or substantially all of our assets.

Listing The notes will not be listed on any securities exchange.

Use of Proceeds We intend to use the net proceeds from this offering, together with cash
on hand, to redeem all of our 8.125% Senior Notes due 2020 (the �8.125%
notes�). Pending the redemption of our 8.125% notes, we intend to use the
net proceeds from this offering to repay borrowings under our revolving
credit facility and to invest in short-term interest-bearing instruments.
See �Use of Proceeds.�

Risk Factors You should carefully consider all information set forth or incorporated
by reference in this prospectus supplement and the accompanying
prospectus and, in particular, you should carefully read the section
entitled �Risk Factors� beginning on page S-5 of this prospectus
supplement before purchasing any of the notes.

Trustee Wells Fargo Bank, National Association.

Governing Law The notes will be governed by the laws of the State of New York.
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RISK FACTORS

Investing in the notes involves risks. Before making a decision to invest in the notes, you should carefully consider, in
addition to the risk factors set forth below, the risks described in our Annual Report on Form 10-K for the fiscal year
ended December 31, 2014, including under the caption �Risk Factors� in Item 1A, and described under the caption �Risk
Factors� in the accompanying prospectus (which are incorporated by reference herein), as well as the other information
contained or incorporated by reference in this prospectus supplement and the accompanying prospectus. Additional
risks and uncertainties not currently known to us or that we currently consider immaterial could also have a material
adverse effect on our business operations.

Our leverage or level of indebtedness may impair our financial condition, may prevent us from fulfilling our
obligations under the indenture governing the notes and our other debt instruments, and may have other negative
consequences for our business.

As of December 31, 2014, we had approximately $2.0 billion of long-term debt outstanding (including that portion of
long-term debt classified as current and excluding $86.7 million in capital leases). As of December 31, 2014, as
adjusted to reflect this offering and the application of the net proceeds as described under �Use of Proceeds,� and the
January 2015 offering of $400.0 million of our 5.75% notes, the net proceeds of which were used to repay borrowings
under our credit agreement, that long-term debt outstanding would have been approximately $2.1 billion.

Our substantial indebtedness could have important consequences to you, including:

� making it more difficult for us to satisfy our obligations with respect to the notes;

� limiting our ability to borrow additional amounts to fund working capital, capital expenditures, acquisitions,
debt service requirements, execution of our business strategy and other general corporate purposes;

� requiring us to dedicate a substantial portion of our cash flow from operations to pay principal and interest
on our debt, which would reduce availability of our cash flow to fund working capital, capital expenditures,
acquisitions, execution of our business strategy and other general corporate purposes;

� making us more vulnerable to adverse changes in general economic, industry and competitive conditions, in
government regulation and in our business by limiting our flexibility in planning for, and making it more
difficult for us to react quickly to, changing conditions;

� placing us at a competitive disadvantage compared with our competitors that have less debt; and

� exposing us to risks inherent in interest rate fluctuations because some of our borrowings will be at variable
rates of interest, which could result in higher interest expense in the event of increases in interest rates.

We may not be able to generate sufficient cash to service all of our indebtedness, including the notes, and may be
forced to take other actions to satisfy our obligations under our indebtedness which may not be successful.
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We are required to use a substantial portion of our cash flow to service our debt. Although we expect to make
scheduled interest payments and principal reductions, we cannot assure you that changes in our business or other
factors will not occur that may have the effect of preventing us from satisfying obligations under the indenture
governing the notes and our other debt instruments. If we are unable to generate sufficient cash flow from operations
in the future to service our debt and meet our other needs, we may have to refinance all or a portion of our debt, obtain
additional financing or reduce expenditures

S-5

Edgar Filing: Continental Medical Systems, Inc. - Form 424B2

Table of Contents 17



Table of Contents

or sell assets that we deem necessary to our business. We cannot assure you that any of these measures would be
possible or that any additional financing could be obtained. A return to tight credit markets will make additional
financing more expensive and difficult to obtain. The inability to obtain additional financing could have a material
adverse effect on our financial condition and on our ability to meet our obligations to you under the notes.

Despite current indebtedness levels, we may still be able to incur more debt. This could further exacerbate the risks
associated with our substantial indebtedness.

Subject to specified limitations, the indenture governing the notes, the indentures governing our existing senior notes
and senior subordinated notes and our credit agreement permit us and our subsidiaries to incur material additional
debt, including secured debt. If new debt is added to our or any of our subsidiaries� current debt levels, the risks
described in the immediately preceding risk factor could intensify. See �Description of Notes � Certain Covenants �
Limitation on Indebtedness� for additional information.

The restrictive covenants in our credit agreement, the indenture governing the notes, and the indentures governing
our existing senior notes could affect our ability to execute aspects of our business plan successfully.

The indenture governing the notes, the indentures governing our existing senior notes and the terms of our credit
agreement do, and our future debt instruments may, contain various provisions that limit our ability and the ability of
certain of our subsidiaries to, among other things:

� incur or guarantee indebtedness;

� pay dividends on, or redeem or repurchase, our capital stock or repay, redeem or repurchase our
subordinated obligations;

� issue or sell certain types of preferred stock;

� make investments;

� incur obligations that restrict the ability of our subsidiaries to make dividends or other payments to us;

� sell assets;

� engage in transactions with affiliates;

� create certain liens;
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� enter into sale/leaseback transactions; and

� merge, consolidate, or transfer all or substantially all of our assets.
These covenants could adversely affect our ability to finance our future operations or capital needs and pursue
available business opportunities.

In addition, our credit agreement requires us to maintain specified financial ratios and satisfy certain financial
condition tests. Although we were in compliance with the financial ratios and financial condition tests set forth in our
credit agreement as of December 31, 2014, we cannot provide assurance we will continue to be. The performance of
any entities that we acquire, including EHHI, may affect our ability to meet those financial ratios and financial
condition tests. Furthermore, events beyond our control, including changes in general economic and business
conditions, may affect our ability to meet those financial ratios and financial condition tests. If there is a severe
downturn in our earnings and we have outstanding borrowings under our credit agreement at the time, a rapid increase
in interest rates could impair our ability to comply with those financial ratios and financial condition tests and we may
need to

S-6
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obtain waivers or other relief from the required proportion of the lenders to avoid being in default. If we try to obtain a
waiver or other relief from the required lenders, we may not be able to obtain it or such relief might have a material
cost to us or be on terms less favorable than those under our existing debt. If a default occurs, the lenders could
exercise their rights, including declaring all the funds borrowed (together with accrued and unpaid interest) to be
immediately due and payable, terminating their commitments or instituting foreclosure proceedings against our assets
securing the funds borrowed, which, in turn, could cause the default and acceleration of the maturity of our other
indebtedness. A breach of any other restrictive covenants contained in our credit agreement, the indentures governing
our existing senior notes or the indenture governing the notes would also (after giving effect to applicable grace
periods, if any) result in an event of default with the same outcome.

The notes and the guarantees will not be secured by any of our assets. Our credit agreement is secured and our
senior secured lenders have a prior claim on substantially all of the personal property of the Company and our
subsidiary guarantors. The notes and guarantees will be effectively subordinated to secured debt to the extent of the
value of the assets securing such debt.

The notes and the guarantees will not be secured by any of our assets. However, our credit agreement is secured by
substantially all of the personal property of the Company and our subsidiary guarantors, including the stock of
substantially all of our domestic wholly owned subsidiaries (including future subsidiaries, if any). If we become
insolvent or are liquidated, or if payment under any of the instruments governing our secured debt is accelerated, the
lenders under those instruments will be entitled to exercise the remedies available to a secured lender under applicable
law and pursuant to the documents governing such debt. Accordingly, the lenders under our credit agreement have a
prior claim on substantially all of the personal property of the Company and our subsidiary guarantors securing the
debt owed to them. In that event, because the notes and the guarantees will not be secured by any of our assets, it is
possible that our remaining assets might be insufficient to satisfy your claims in full. See Note 8, Long-term Debt, to
the consolidated financial statements contained in our Annual Report on Form 10-K for the fiscal year ended
December 31, 2014 (which is incorporated by reference herein) and �Description of Notes � Certain Covenants� in this
prospectus supplement for additional information.

As of December 31, 2014, we had $775.0 million in senior secured indebtedness outstanding (excluding $86.7 million
of capital lease obligations) and approximately $243.2 million of available borrowing capacity under the revolving
portion of our credit agreement. As of December 31, 2014, as adjusted to reflect this offering and the application of
the net proceeds as described under �Use of Proceeds,� and the January 2015 offering of $400.0 million of our 5.75%
notes, the net proceeds of which were used to repay borrowings under our credit agreement, we would have had
approximately $375.0 million of senior secured indebtedness outstanding (excluding capital lease obligations) with
approximately $393.2 million of available borrowing capacity under the revolving portion of our credit agreement.
We will be permitted to borrow substantial additional secured indebtedness in the future under the terms of the
indenture. See �Description of Notes � Certain Covenants � Limitation on Indebtedness,� and �Description of Notes �
Certain Covenants � Limitation on Liens.�

Not all of our subsidiaries will be guarantors under the indenture governing the notes. The notes will be
structurally subordinated to the indebtedness and other liabilities of our nonguarantor subsidiaries.

Not all of our subsidiaries will guarantee the notes. The notes will be guaranteed by all of our current and future
subsidiaries that guarantee borrowings under our credit agreement and other capital markets debt. Certain of our 100%
owned subsidiaries and all of our non-wholly owned subsidiaries, including Holdings, EHHI and their respective
subsidiaries, through which we conduct a significant portion of our business, will not guarantee the notes due to,
among other things, restrictions in their constituent documents or other agreements. These nonguarantor subsidiaries
do not guarantee borrowings under our credit agreement. The notes will be structurally subordinated to the
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other liabilities, including trade payables, of our nonguarantor subsidiaries. Assuming we had completed this offering
on December 31, 2014 and after giving effect to the January 2015 offering of $400.0 million of our 5.75% notes, the
net proceeds of which were used to repay borrowings under our credit agreement, these notes would have been
structurally subordinated to approximately $245.2 million of indebtedness and other liabilities, including trade
payables (excluding intercompany liabilities) of our nonguarantor subsidiaries.

The nonguarantor subsidiaries generated approximately 31.6% of our consolidated net operating revenues and
approximately 24.2% of our Adjusted EBITDA for the fiscal year ended December 31, 2014. These figures do not
give effect to the Acquisition, and none of Holdings, EHHI or any of their respective subsidiaries are guarantors of the
notes. As of December 31, 2014, the nonguarantor subsidiaries held approximately 24.7% of our consolidated
property and equipment, net. In the event of a bankruptcy, liquidation or reorganization of any of our nonguarantor
subsidiaries, holders of their indebtedness and their trade creditors will generally be entitled to payment of their claims
from the assets of those subsidiaries before any assets are made available for distribution to us.

The lenders under our credit agreement have the discretion to release the guarantors under the credit agreement
under certain circumstances, which will cause those guarantors to be released from their guarantees of the notes if
they are not guaranteeing any other capital markets debt.

The lenders under our credit agreement have the discretion to release the guarantees under the credit agreement under
certain circumstances. While any obligations under the credit agreement remain outstanding, any guarantee of the
notes may be released without action by, or consent of, any holder of the notes or the trustee under the indenture
governing the notes, if the related guarantor is no longer a guarantor of obligations under the credit agreement and is
not then a guarantor or obligor of any capital markets indebtedness in addition to the notes offered hereby. See
�Description of Notes � Guarantees.� Holders of the notes will not have a claim as a creditor against any subsidiary that is
no longer a guarantor of the notes, and the indebtedness and other liabilities, including trade payables, of those
subsidiaries will be structurally senior to claims of any holder of the notes.

We may not have the funds to purchase the notes and the existing senior notes and senior subordinated notes upon
a change of control offer as required by the indenture governing the notes and the indentures governing our
existing senior notes.

Upon a change of control, as defined in the indenture governing the notes, subject to certain conditions, we are
required to offer to repurchase all outstanding notes at 101% of the principal amount thereof, plus accrued and unpaid
interest to the date of repurchase. The indentures governing our existing senior notes also require us to offer to
repurchase all of our outstanding existing senior notes at 101% of the principal amount thereof, plus accrued and
unpaid interest to the date of repurchase, in the event of a change of control. The source of funds for that purchase of
notes and existing senior notes will be our available cash, cash generated from our operations or the operations of our
subsidiaries or other potential sources, including borrowings, sales of assets or sales of equity. We cannot assure you
that sufficient funds from such sources will be available at the time of any change of control to make required
repurchases of notes and existing senior notes tendered. In addition, the terms of our credit agreement limit our ability
to repurchase your notes and the existing senior notes, and provide that certain change of control events constitute an
event of default thereunder. Our future debt agreements may contain similar restrictions and provisions. If the holders
of the notes or the existing senior notes exercise their right to require us to repurchase all the notes or existing senior
notes upon a change of control, the financial effect of this repurchase could cause a default under our other debt, even
if the change of control itself would not cause a default. Accordingly, it is possible that we will not have sufficient
funds at the time of the change of control to make the required repurchase of the notes, our existing senior notes and
our other debt, or that restrictions in our credit agreement and the indenture governing the notes and the

Edgar Filing: Continental Medical Systems, Inc. - Form 424B2

Table of Contents 22



S-8

Edgar Filing: Continental Medical Systems, Inc. - Form 424B2

Table of Contents 23



Table of Contents

indentures governing our existing senior notes will not allow such repurchases. In addition, certain corporate events,
such as leveraged recapitalizations that would increase the level of our indebtedness, would not constitute a �change of
control� under the indentures. See �Description of Notes � Change of Control� in this prospectus supplement for additional
information.

There is no established trading market for the notes.

There is no established trading market for the notes. We cannot assure you that an active trading market will develop
or be maintained for the notes. We do not intend to apply for listing of the notes on any securities exchange. If a
market for the notes does not develop, you may not be able to resell your notes for an extended period of time, if at all.
Consequently, your lenders may be reluctant to accept the notes as collateral for loans. Moreover, if markets for the
notes do develop in the future, we cannot assure you that these markets will continue indefinitely or that the notes can
be sold at a price equal to or greater than their initial offering price. Historically, the market for non-investment grade
debt has been subject to disruptions that have caused substantial volatility in the prices of securities similar to the
notes. The market for the notes, if any, may be subject to similar disruptions. Any such disruptions may materially
adversely affect you as a holder of the notes. In addition, in response to prevailing interest rates and market conditions
generally, as well as our performance, the notes could trade at a price lower than their initial offering price.

Federal and state statutes could allow courts, under specific circumstances, to void the subsidiary guarantees and
require note holders to return payments received from subsidiary guarantors.

Under U.S. bankruptcy law and comparable provisions of state fraudulent transfer laws, a court could void a
subsidiary guarantee or claims related to a guarantor or void any payment by a subsidiary guarantor pursuant to the
notes or a subsidiary guarantee and require that payment to be returned to such subsidiary guarantor or to a fund for
the benefit of the creditors of the subsidiary guarantor if, among other things, the subsidiary guarantor, at the time it
incurred the indebtedness evidenced by its subsidiary guarantee:

� intended to hinder, delay or defraud any present or future creditor; or

� received less than reasonably equivalent value or fair consideration for the incurrence of such indebtedness
at a time when it:

� was insolvent or rendered insolvent by reason of such incurrence;

� was engaged in a business or transaction for which the subsidiary guarantor�s remaining assets
constituted unreasonably small capital; or

� intended to incur, or believed that it would incur, debts beyond the subsidiary guarantor�s ability to pay such
debts as they mature.

The measures of insolvency for purposes of fraudulent transfer laws will vary depending upon the governing law in
any proceeding to determine whether a fraudulent transfer has occurred. Generally, however, a subsidiary guarantor
would be considered insolvent if:
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� the sum of its debts, including contingent liabilities, was greater than the fair saleable value of all of its
assets;

� the present fair saleable value of its assets was less than the amount that would be required to pay its
probable liability on its existing debts, including contingent liabilities, as they become absolute and mature;
or

� it could not pay its debts as they become due.
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There can be no assurance, however, as to what standard a court would apply in making such determinations or that a
court would agree with our or any subsidiary guarantors� conclusions in this regard.

The indenture governing the notes offered hereby will contain a �savings clause� intended to limit each subsidiary
guarantor�s liability under its guarantee to the maximum amount that will result in the obligations of such subsidiary
guarantor under its guarantee of the notes not constituting a fraudulent conveyance or fraudulent transfer under
applicable law. However, as was demonstrated in a bankruptcy case originating in the State of Florida which was
affirmed by the Eleventh Circuit Court of Appeals on other grounds, this provision may not be effective to protect the
subsidiary guarantees from being voided under fraudulent conveyance or fraudulent transfer laws. Accordingly, there
can be no assurance that this provision will be upheld as intended.

If a guarantee is deemed to be a fraudulent transfer, it could be voided altogether, or it could be subordinated to all
other debts of the guarantor. In such case, any payment by the guarantor pursuant to its guarantee could be required to
be returned to the guarantor or to a fund for the benefit of the creditors of the guarantor. If a guarantee is voided or
held unenforceable for any other reason, holders of the notes offered hereby would cease to have a claim against the
subsidiary guarantor based on the guarantee and would be creditors only of the Company and any guarantor whose
guarantee was not similarly voided or otherwise held unenforceable.

Finally, as a court of equity, the bankruptcy court may subordinate the claims in respect of the notes to other claims
against us under the principal of equitable subordination if the court determines that (1) the holder of notes engaged in
some type of inequitable conduct, (2) the inequitable conduct resulted in injury to our other creditors or conferred an
unfair advantage upon holders of notes and (3) equitable subordination is not inconsistent with the provisions of the
bankruptcy code.
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USE OF PROCEEDS

We estimate the net proceeds from this offering will be approximately $294.3 million after deducting underwriting
discounts and our estimated expenses related to this offering. We intend to use the net proceeds from this offering,
together with cash on hand, to redeem all of our 8.125% notes. Pending the redemption of our 8.125% notes, we
intend to use the net proceeds from this offering to repay approximately $141 million of borrowings under our
revolving credit facility and to invest in short-term interest-bearing instruments. Our outstanding 8.125% notes, which
became callable on February 15, 2015, mature on February 15, 2020. The amounts being repaid under our senior
secured credit facility mature on September 20, 2019, and the interest rate thereon as of the date of this prospectus
supplement is 1.97% per annum. See �Capitalization� below for additional information.

The underwriters and/or their affiliates are lenders under our senior secured credit facility, and a portion of the net
proceeds of this offering will be paid to each such underwriter or affiliate in connection with the repayment of
borrowings thereunder. In addition, certain underwriters and/or their affiliates are holders of our 8.125% notes and
will receive a portion of the redemption consideration upon redemption thereof. See �Underwriting (Conflicts of
Interest).�
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CAPITALIZATION

The table below sets forth the following information:

� our actual cash and cash equivalents and capitalization as of December 31, 2014;

� our cash and cash equivalents and capitalization, as adjusted to reflect the January 2015 offering of $400.0
million of our 5.75% notes, and the repayment of $250.0 million of borrowings under the term loan portion
of our credit agreement, with the remaining net proceeds used to repay borrowings under the revolving
portion of our credit agreement; and

� our cash and cash equivalents and capitalization, as further adjusted to reflect the offering of the notes
offered hereby and the redemption of all of our 8.125% notes at a redemption price of 104.063%. This as
further adjusted presentation does not include the payment of any underwriting discounts or estimated
expenses in connection with this offering or any costs, fees or expenses associated with the redemption of
the 8.125% notes.

You should read the information in this table together with our consolidated financial statements and the related notes
in our Annual Report on Form 10-K for the fiscal year ended December 31, 2014, which is incorporated herein by
reference.

(In millions, except share data)

As of
December 31,

2014 As Adjusted

As further
adjusted for
this offering

Cash and cash equivalents $ 66.7 $ 66.7 $ 64.9

Senior secured debt
Advances under revolving credit facility $ 325.0 $ 175.0(1) $ 175.0
Term loan facility 450.0 200.0(1) 200.0
Capital lease obligations 86.7 86.7 86.7

861.7 461.7 461.7

Senior debt
8.125% Senior Notes due 2020 287.0 287.0 �  
7.75% Senior Notes due 2022 227.1 227.1 227.1
5.125% Senior Notes due 2023 �  �  300.0
5.75% Senior Notes due 2024 456.2 864.2(1) 864.2
2.00% Convertible Senior Subordinated Notes due 2043 258.0 258.0 258.0
Other notes payable 41.6 41.6 41.6

1,269.9 1,677.9 1,690.9
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Total debt 2,131.6 2,139.6 2,152.6

Convertible perpetual preferred stock, $0.10 par value:
1,500,000 shares authorized: 96,245 issued and outstanding;
liquidation preference of $1,000 per share 93.2 93.2 93.2

Shareholders� equity
Common stock, $0.01 par value; 200,000,000 shares
authorized; 104,058,832 issued 1.0 1.0 1.0
Capital in excess of par value 2,810.5 2,810.5 2,810.5
Accumulated deficit (1,879.1) (1,879.1) (1,879.1) 
Accumulated other comprehensive loss (0.5) (0.5) (0.5) 
Treasury stock, at cost (16,270,159 shares) (458.7) (458.7) (458.7) 
Noncontrolling interests 146.3 146.3 146.3

Total shareholders� equity 619.5 619.5 619.5

Total capitalization $ 2,844.3 $ 2,852.3 $ 2,865.3
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(1) In January 2015, we issued an additional $400.0 million of our 5.75% senior notes due 2024 at a price of 102% of
the principal amount and used $250.0 million of the net proceeds to repay borrowings under our term loan
facilities, with the remaining net proceeds used to repay borrowings under our revolving credit facility.
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DESCRIPTION OF NOTES

The following description of the terms of the notes supplements the description of the general terms and provisions of
the debt securities contained in the accompanying prospectus. To the extent the following terms are inconsistent with
the general description contained in the accompanying prospectus, the following terms replace such inconsistent
terms. You should read both the accompanying prospectus and this prospectus supplement.

HealthSouth Corporation will issue the 5.125% Senior Notes due 2023 (the �Notes�) under a supplemental indenture
(the �Supplemental Indenture�) to be dated the Issue Date to the senior indenture dated December 1, 2009 (together with
the Supplemental Indenture, the �Indenture�), among itself, the Subsidiary Guarantors and Wells Fargo Bank, National
Association, as Trustee. The Notes may be referred to herein as a �series.� The terms of the Notes include those stated in
the Indenture and those made part of the Indenture by reference to the Trust Indenture Act.

Certain terms used in this description are defined under the subheading �� Certain Definitions.� In this description, the
word �Company� refers only to HealthSouth Corporation and not to any of its subsidiaries.

The following description is only a summary of the material provisions of the Indenture. We urge you to read the
Indenture because it, not this description, defines your rights as holders of Notes. You may request copies of the
Indenture at our address set forth under the heading �Where You Can Find More Information.�

Brief Description of the Notes

These Notes:

� are unsecured senior obligations of the Company;

� are senior in right of payment to any existing and future Subordinated Obligations of the Company; and

� are guaranteed by each Subsidiary Guarantor.
Principal, Maturity and Interest

Subject to our compliance with the covenant described under the subheading �� Certain Covenants � Limitation on
Indebtedness,� we are permitted to issue more Notes of a series from time to time under the Indenture (the �Additional
Notes�), provided, however, that no Additional Notes may be issued at a price that would cause such Additional Notes
to have �original issue discount� within the meaning of Section 1273 of the Code. The Company will issue the Notes
with a maximum aggregate principal amount of $300 million. The Notes will mature on March 15, 2023. The Notes of
a series and the Additional Notes of such series, if any, will be treated as a single class for all purposes of the
Indenture, including waivers, amendments, redemptions and offers to purchase. Unless the context otherwise requires,
for all purposes of the Indenture and this �Description of Notes,� references to the Notes of a series include any
Additional Notes of such series actually issued.

Interest on the Notes will accrue at the rate of 5.125% per annum.
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Interest on the Notes will be payable semiannually in arrears on March 15 and September 15 of each year,
commencing September 15, 2015. We will make each interest payment to the holders of record of the Notes on the
immediately preceding March 1 and September 1. We will pay interest on overdue
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principal at 1% per annum in excess of the rate set forth above and will pay interest on overdue installments of interest
at such higher rate to the extent lawful. Interest on the Notes will accrue from March 12, 2015. Interest will be
computed on the basis of a 360-day year comprised of twelve 30-day months. If any interest payment date, any
redemption date or the maturity date for the Notes falls on a day that is not a Business Day, the required payment will
be made on the next succeeding Business Day and no interest on such payment will accrue in respect of the delay.

The Company will issue the Notes in denominations of $2,000 and any greater integral multiple of $1,000.

Optional Redemption

On and after March 15, 2018, we will be entitled at our option to redeem all or a portion of the Notes upon not less
than 30 nor more than 60 days� notice, at the redemption prices (expressed in percentages of principal amount on the
redemption date), plus accrued interest to the redemption date (subject to the right of Holders of record on the relevant
record date to receive interest due on the relevant interest payment date), if redeemed during the 12-month period
commencing on March 15 of the years set forth below:

Period
Redemption

Price
2018 103.844% 
2019 102.563% 
2020 101.281% 
2021 and thereafter 100.000% 

Prior to March 15, 2018, we will be entitled at our option on one or more occasions to redeem Notes (which includes
Additional Notes, if any) in an aggregate principal amount not to exceed 35% of the aggregate principal amount of the
Notes (which includes Additional Notes, if any) issued at a redemption price (expressed as a percentage of principal
amount) of 105.125%, plus accrued and unpaid interest to the redemption date, with the net cash proceeds from one or
more Equity Offerings; provided, however, that

(1) at least 65% of such aggregate principal amount of the Notes (which includes Additional Notes, if any)
remains outstanding immediately after the occurrence of each such redemption (other than the Notes held,
directly or indirectly, by the Company or its Affiliates); and

(2) each such redemption occurs within 90 days after the date of the related Equity Offering.
Prior to March 15, 2018, we will be entitled at our option to redeem all or a portion of the Notes at a redemption price
equal to 100% of the principal amount of the Notes plus the Applicable Premium as of, and accrued and unpaid
interest to, the redemption date (subject to the right of Holders on the relevant record date to receive interest due on
the relevant interest payment date).

�Applicable Premium� means with respect to a Note at any redemption date, the greater of (1) 1.00% of the principal
amount of such Note and (2) the excess of (A) the present value at such redemption date of (i) the redemption price of
such Note on March 15, 2018 (such redemption prices being described in the tables above in this �� Optional
Redemption� section, and exclusive of any accrued interest), plus (ii) all required remaining scheduled interest
payments due on such Note through March 15, 2018 (but excluding accrued and unpaid interest to the redemption
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�Adjusted Treasury Rate� means, with respect to any redemption date, (1) the yield, under the heading which represents
the average for the immediately preceding week, appearing in the most recently published statistical release
designated �H.15(519)� or any successor publication that is published weekly by the Board of Governors of the Federal
Reserve System and which establishes yields on actively traded United States Treasury securities adjusted to constant
maturity under the caption �Treasury Constant Maturities,� for the maturity corresponding to the Comparable Treasury
Issue (if no maturity is within three months before or after March 15, 2018, yields for the two published maturities
most closely corresponding to the Comparable Treasury Issue shall be determined and the Adjusted Treasury Rate
shall be interpolated or extrapolated from such yields on a straight line basis, rounding to the nearest month) or (2) if
such release (or any successor release) is not published during the week preceding the calculation date or does not
contain such yields, the rate per year equal to the semi-annual equivalent yield to maturity of the Comparable Treasury
Issue (expressed as a percentage of its principal amount) equal to the Comparable Treasury Price for such redemption
date, in each case calculated on the third Business Day immediately preceding the redemption date, plus 0.50%.

�Comparable Treasury Issue� means the United States Treasury security selected by the Quotation Agent as having a
maturity comparable to the remaining term of the Notes from the redemption date to March 15, 2018, that would be
utilized, at the time of selection and in accordance with customary financial practice, in pricing new issues of
corporate debt securities of a maturity most nearly equal to March 15, 2018.

�Comparable Treasury Price� means, with respect to any redemption date, if clause (2) of the Adjusted Treasury Rate is
applicable, the average of two, or such lesser number as is obtained by the Company, Reference Treasury Dealer
Quotations for such redemption date.

�Quotation Agent� means the Reference Treasury Dealer selected by the Company.

�Reference Treasury Dealer� means each of Citigroup Global Markets Inc. and Barclays Capital Inc. and their
respective successors and assigns.

�Reference Treasury Dealer Quotations� means with respect to each Reference Treasury Dealer and any redemption
date, the average, as determined by the Company, of the bid and asked prices for the Comparable Treasury Issue,
expressed in each case as a percentage of its principal amount, quoted in writing to the Company by such Reference
Treasury Dealer at 5:00 p.m., New York City time, on the third Business Day immediately preceding such redemption
date.

Selection and Notice of Redemption

If we are redeeming less than all of the Notes at any time, and the Notes are Global Notes, the Notes to be redeemed
will be selected by DTC in accordance with applicable DTC procedures. If the Notes to be redeemed are not Global
Notes, the Trustee will select Notes on a pro rata basis to the extent practicable.

We will redeem Notes of $2,000 or less in whole and not in part. We will cause notices of redemption to be mailed by
first-class mail (or with respect to Global Notes, to the extent permitted or required by applicable DTC procedures or
regulations, send electronically) at least 30 but not more than 60 days before the redemption date to each holder of
Notes to be redeemed at its registered address.

If any Note is to be redeemed in part only, the notice of redemption that relates to that Note will state the portion of
the principal amount thereof to be redeemed. We will issue a new Note in a principal amount equal to the unredeemed
portion of the original Note in the name of the holder upon cancellation of the original Note. Notes called for
redemption become due on the date fixed for redemption. On and after the redemption date, interest ceases to accrue
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Mandatory Redemption; Offers to Purchase; Open Market Purchases

We are not required to make any mandatory redemption or sinking fund payments with respect to the Notes. However,
under certain circumstances, we may be required to offer to purchase Notes as described under the captions �� Change
of Control� and �� Certain Covenants � Limitation on Sales of Assets and Subsidiary Stock.� We may at any time and from
time to time purchase Notes in the open market or otherwise.

Guarantees

The Subsidiary Guarantors will jointly and severally guarantee, on a senior unsecured basis, our obligations under the
Notes. The obligations of each Subsidiary Guarantor under its Subsidiary Guarantee will be limited as necessary to
prevent that Subsidiary Guarantee from constituting a fraudulent conveyance under applicable law. If, however, a
Subsidiary Guarantee were rendered voidable, it could be subordinated by a court to all other indebtedness (including
guarantees and other contingent liabilities) of the applicable Subsidiary Guarantor, and, depending on the amount of
such other indebtedness, a Subsidiary Guarantor�s liability on its Subsidiary Guarantee could be reduced to zero. See
�Risk Factors �Risks Related to the Notes � Federal and state statutes could allow courts, under specific circumstances, to
void the Subsidiary Guarantees, subordinate claims in respect of the notes and require note holders to return payments
received from subsidiary guarantors.�

Initially, the Notes will be guaranteed by all of our subsidiaries that guarantee borrowings under the Credit
Agreement. Holdings, EHHI and their respective subsidiaries are not guarantors of the Notes or our borrowings under
the Credit Agreement.

Each Subsidiary Guarantor that makes a payment under its Subsidiary Guarantee will be entitled upon payment in full
of all guaranteed obligations under the Indenture to a contribution from each other Subsidiary Guarantor in an amount
equal to such other Subsidiary Guarantor�s pro rata portion of such payment based on the respective net assets of all
the Subsidiary Guarantors at the time of such payment determined in accordance with GAAP.

Pursuant to the Indenture, (A) a Subsidiary Guarantor may consolidate with, merge with or into, or transfer all or
substantially all its assets to any other Person and (B) the Capital Stock of a Subsidiary Guarantor may be sold or
otherwise disposed of to another Person to the extent described below under �� Certain Covenants � Limitation on Sales
of Assets and Subsidiary Stock.�

The Subsidiary Guarantee of a Subsidiary Guarantor with respect to the Notes will be automatically released:

(1) upon the designation of such Subsidiary Guarantor as an Unrestricted Subsidiary under the Indenture;

(2) at such time as any Guarantee by such Subsidiary Guarantor of the obligations under the Credit Agreement
and under all Capital Markets Indebtedness has been released and discharged, except a discharge or release
by or as a result of payment under such Guarantee; or

(3) if we exercise our legal defeasance option or our covenant defeasance option as described under �� Defeasance�
or if our obligations under the Indenture are discharged in accordance with the terms of Indenture.

Ranking
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The indebtedness evidenced by the Notes and the Subsidiary Guarantees will be unsecured and will rank pari passu in
right of payment to the Senior Indebtedness of the Company and the Subsidiary Guarantors, as the case may be.
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As of December 31, 2014, as adjusted to reflect this offering and the application of the net proceeds as described
under �Use of Proceeds� and the January 2015 offering of $400 million of our 5.75% notes, the net proceeds of which
were used to repay borrowings under our credit agreement, the Senior Indebtedness of the Company and the
Subsidiary Guarantors would have been approximately $2,153 million, including approximately $462 million of
senior secured indebtedness (including capital lease obligations). Other than capital leases, substantially all of the
Senior Indebtedness of the Subsidiary Guarantors consists of their respective guarantees of Senior Indebtedness of the
Company under the Credit Agreement and with respect to our outstanding senior notes, including the Notes.

The Notes and the Guarantees thereof will be senior unsecured obligations of the Company and the Subsidiary
Guarantors, respectively. The Notes and the Guarantees thereof will rank equal in right of payment to the current and
future senior Indebtedness of the Company and the Subsidiary Guarantors, respectively, and will rank senior in right
of payment to any current and future subordinated Indebtedness of the Company and the Subsidiary Guarantors,
respectively. The Notes and Guarantees thereof will be effectively subordinated to current and future secured debt and
other secured obligations of the Company and the Subsidiary Guarantors, respectively, including borrowings under
the Credit Agreement, to the extent of the value of the assets securing such debt or other obligations. As of
December 31, 2014, as adjusted to reflect the January 2015 offering of $400 million of our 5.75% notes, the net
proceeds of which were used to repay borrowings under our credit agreement, we had approximately $393 million of
available borrowing capacity under the revolving portion of our credit agreement.

Liabilities of Subsidiaries Versus Notes

A substantial amount of our operations are conducted through our subsidiaries. Certain of our wholly owned
subsidiaries, and substantially all of our non-wholly owned subsidiaries, are not guaranteeing the Notes. In addition,
as described above under �� Guarantees,� Subsidiary Guarantees may be released under certain circumstances. Also, our
future subsidiaries may not be required to guarantee the Notes. Claims of creditors of such nonguarantor subsidiaries,
including trade creditors and creditors holding indebtedness or guarantees issued by such nonguarantor subsidiaries,
and claims of preferred stockholders of such nonguarantor subsidiaries generally will have priority with respect to the
assets and earnings of such nonguarantor subsidiaries over the claims of our creditors, including holders of the Notes.
Accordingly, the Notes will be structurally subordinated to creditors (including trade creditors) and preferred
stockholders, if any, of our nonguarantor subsidiaries.

At December 31, 2014, the total liabilities of our subsidiaries (other than the Subsidiary Guarantors) were
approximately $245.2 million, including trade payables (excluding intercompany liabilities). Although the Indenture
limits the Incurrence of Indebtedness and preferred stock by certain of our subsidiaries, such limitation is subject to a
number of significant qualifications. Moreover, the Indenture does not impose any limitation on the Incurrence by
such subsidiaries of liabilities that are not considered Indebtedness under the Indenture. See �� Certain Covenants �
Limitation on Indebtedness.� The nonguarantor subsidiaries generated approximately 31.6% of our consolidated net
operating revenues and approximately 24.2% of our Adjusted EBITDA for the fiscal year ended December 31, 2014.
These figures do not give effect to the Acquisition, and none of Holdings, EHHI or any of their respective subsidiaries
are guarantors of the Notes.

Transfer and Exchange

The Notes initially will be represented by one or more global notes in registered form without interest coupons (the
�Global Notes�). The Global Notes will be deposited upon issuance with the Trustee as custodian for The Depository
Trust Company (�DTC�) and registered in the name of DTC or its nominee, in each case for credit to an account of a
direct or indirect participant in DTC as described below.
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Except as set forth below, the Global Notes may be transferred, in whole and not in part, only to another nominee of
DTC or to a successor of DTC or its nominee. Beneficial interests in the Global Notes may not be exchanged for
Notes in certificated form except in the limited circumstances described below. See �� Exchange of Global Notes for
Certificated Notes.� Except in the limited circumstances described below, owners of beneficial interests in the Global
Notes will not be entitled to receive physical delivery of Notes in certificated form.

Transfers of beneficial interests in the Global Notes will be subject to the applicable rules and procedures of DTC and
its direct or indirect participants, which may change from time to time.

Depository Procedures

The following description of the operations and procedures of DTC is provided solely as a matter of convenience.
These operations and procedures are solely within the control of the respective settlement systems and are subject to
changes by them. We take no responsibility for these operations and procedures and urge investors to contact the
system or their participants directly to discuss these matters.

DTC has advised us that DTC is a limited-purpose trust company organized under the laws of the State of New York,
a �banking organization� within the meaning of the New York Banking Law, a member of the Federal Reserve System,
a �clearing corporation� within the meaning of the Uniform Commercial Code and a �clearing agency� registered pursuant
to the provisions of Section 17A of the Exchange Act. DTC was created to hold securities for its participating
organizations (collectively, the �participants�) and to facilitate the clearance and settlement of transactions in those
securities between participants through electronic book-entry changes in accounts of its participants. The participants
include securities brokers and dealers (including the underwriters), banks, trust companies, clearing corporations and
certain other organizations. Access to DTC�s system is also available to other entities such as banks, brokers, dealers
and trust companies that clear through or maintain a custodial relationship with a participant, either directly or
indirectly (collectively, the �indirect participants�). Persons who are not participants may beneficially own securities
held by or on behalf of DTC only through the participants or the indirect participants. The ownership interests in, and
transfers of ownership interests in, each security held by or on behalf of DTC are recorded on the records of the
participants and indirect participants.

DTC has also advised us that, pursuant to procedures established by it:

(1) upon deposit of the Global Notes, DTC will credit the accounts of participants designated by the
underwriters with portions of the principal amount of the Global Notes; and

(2) ownership of these interests in the Global Notes will be shown on, and the transfer of ownership of these
interests will be effected only through, records maintained by DTC (with respect to the participants) or by
the participants and the indirect participants (with respect to other owners of beneficial interests in the
Global Notes).

Investors in the Global Notes who are participants in DTC�s system may hold their interests therein directly through
DTC. Investors in the Global Notes who are not participants may hold their interests therein indirectly through
organizations which are participants in such system. All interests in a Global Note may be subject to the procedures
and requirements of DTC. The laws of some states require that certain Persons take physical delivery in definitive
form of securities that they own. Consequently, the ability to transfer beneficial interests in a Global Note to such
Persons will be limited to that extent. Because DTC can act only on behalf of participants, which in turn act on behalf
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Except as described below, owners of an interest in the Global Notes will not have Notes registered in their
names, will not receive physical delivery of Notes in certificated form and will not be considered the registered
owners or �Holders� thereof under the Indenture for any purpose.

Payments in respect of the principal of, and interest and premium and additional interest, if any, on a Global Note
registered in the name of DTC or its nominee will be payable to DTC in its capacity as the registered Holder under the
Indenture. Under the terms of the Indenture, the Company and the Trustee will treat the Persons in whose names the
Notes, including the Global Notes, are registered as the owners of the Notes for the purpose of receiving payments,
notices and for all other purposes. Consequently, neither the Company, the Trustee nor any agent of the Company or
the Trustee has or will have any responsibility or liability for:

(1) any aspect of DTC�s records or any participant�s or indirect participant�s records relating or payments made on
account of beneficial ownership interests in the Global Notes or for maintaining, supervising or reviewing
any of DTC�s records or any participant�s or indirect participant�s records relating to the beneficial ownership
interests in the Global Notes; or

(2) any other matter relating to the actions and practices of DTC or any of its participants or indirect
participants.

DTC has advised us that its current practice, upon receipt of any payment in respect of securities such as the Notes
(including principal and interest), is to credit the accounts of the relevant participants with the payment on the
payment date unless DTC has reason to believe it will not receive payment on such payment date. Each relevant
participant is credited with an amount proportionate to its beneficial ownership of an interest in the principal amount
of the relevant security as shown on the records of DTC. Payments by the participants and the indirect participants to
the beneficial owners of Notes will be governed by standing instructions and customary practices and will be the
responsibility of the participants or the indirect participants and will not be the responsibility of DTC, the Trustee or
the Company. Neither the Company nor the Trustee will be liable for any delay by DTC or any of its participants in
identifying the beneficial owners of the Notes, and the Company and the Trustee may conclusively rely on and will be
protected in relying on instructions from DTC or its nominee for all purposes.

Transfers between participants and DTC will be effected in accordance with DTC�s procedures, and will be settled in
same-day funds.

DTC has advised the Company that it will take any action permitted to be taken by a Holder of Notes only at the
direction of one or more participants to whose account DTC has credited the interests in the Global Notes and only in
respect of such portion of the aggregate principal amount of the Notes as to which such participant or participants has
or have given such direction. However, if there is an Event of Default under the Notes, DTC reserves the right to
exchange the Global Notes for legended Notes in certificated form, and to distribute such Notes to its participants.

Although DTC has agreed to the foregoing procedures in order to facilitate transfers of interests in the Global Notes
among participants, it is under no obligation to perform such procedures, and such procedures may be discontinued or
changed at any time. Neither the Company nor the Trustee nor any of their respective agents will have any
responsibility for the performance by DTC or its participants or indirect participants of their respective obligations
under the rules and procedures governing their operations.
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Exchange of Global Notes for Certificated Notes

A Global Note is exchangeable for Certificated Notes if:

(1) DTC (A) notifies the Company that it is unwilling or unable to continue as depositary for such Global Notes
or (B) has ceased to be a clearing agency registered under the Exchange Act and, in each case, a successor
depositary is not appointed;

(2) the Company, at its option, notifies the Trustee in writing that it elects to cause the issuance of the
Certificated Notes; or

(3) there has occurred and is continuing an Event of Default with respect to the Notes.
In all cases, Certificated Notes delivered in exchange for any Global Note or beneficial interests in Global Notes will
be registered in the names, and issued in any approved denominations, requested by or on behalf of the depositary (in
accordance with its customary procedures).

Same Day Settlement and Payment

The Company will make payments in respect of the Notes represented by the Global Notes (including principal,
premium, if any, interest and additional interest, if any) by wire transfer of immediately available funds to the
accounts specified by DTC or its successor as depositary. The Company will make all payments of principal, interest
and premium and additional interest, if any, with respect to Certificated Notes by wire transfer of immediately
available funds to the accounts specified by the Holders of the Certificated Notes or, if no such account is specified,
by mailing a check to each such Holder�s registered address. Any permitted secondary market trading activity in such
Notes will be required by DTC to be settled in immediately available funds. The Company expects that secondary
trading in any Certificated Notes will also be settled in immediately available funds.

Change of Control

Upon the occurrence of any of the following events (each a �Change of Control�), each Holder shall have the right to
require that the Company repurchase such Holder�s Notes at a purchase price in cash equal to 101% of the principal
amount thereof on the date of purchase plus accrued and unpaid interest, if any, to the date of purchase (subject to the
right of holders of record on the relevant record date to receive interest due on the relevant interest payment date):

(1) the Company becomes aware that any �person� (as such term is used in Sections 13(d) and 14(d) of the
Exchange Act) is or has become the �beneficial owner� (as defined in Rules 13d-3 and 13d-5 under the
Exchange Act, except that for purposes of this clause (1) such person shall be deemed to have �beneficial
ownership� of all shares that any such person has the right to acquire, whether such right is exercisable
immediately or only after the passage of time), directly or indirectly, of more than 50% of the total voting
power of the Voting Stock of the Company;
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(2) at any time during any period of up to 24 consecutive months, commencing on the Issue Date, individuals
who at the beginning of such period constituted the Board of Directors (together with any new directors
whose election by such Board of Directors or whose nomination for election by the shareholders of the
Company was approved by a vote of a majority of the directors of the Company then still in office who were
either directors at the beginning of such period or whose election or nomination for election was previously
so approved) cease for any reason to constitute a majority of the Board of Directors then in office;

(3) the Company is liquidated or dissolved or adopts a plan of liquidation or dissolution; or

(4) the merger or consolidation of the Company with or into another Person or the merger of another Person
with or into the Company, or the sale of all or substantially all the assets of the
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Company (determined on a consolidated basis) to another Person, other than a transaction following which
(i) in the case of a merger or consolidation transaction, holders of securities that represented 100% of the
Voting Stock of the Company immediately prior to such transaction (or other securities into which such
securities are converted as part of such merger or consolidation transaction) own directly or indirectly at
least a majority of the voting power of the Voting Stock of the surviving Person in such merger or
consolidation transaction immediately after such transaction and (ii) in the case of a sale of assets
transaction, each transferee becomes an obligor in respect of the Notes and a Subsidiary of the transferor of
such assets.

Within 30 days following any Change of Control, we will mail (or with respect to Global Notes, to the extent
permitted or required by applicable DTC procedures or regulations, send electronically) a notice to each Holder with a
copy to the Trustee (the �Change of Control Offer�) stating:

(1) that a Change of Control has occurred and that such Holder has the right to require us to purchase such
Holder�s Notes at a purchase price in cash equal to 101% of the principal amount thereof on the date of
purchase, plus accrued and unpaid interest, if any, to the date of purchase (subject to the right of Holders of
record on the relevant record date to receive interest on the relevant interest payment date);

(2) the circumstances and relevant facts and financial information regarding such Change of Control;

(3) the purchase date (which shall be no earlier than 30 days nor later than 60 days from the date such notice is
sent); and

(4) the instructions, as determined by us, consistent with the covenant described hereunder, that a Holder must
follow in order to have its Notes purchased.

We will not be required to make a Change of Control Offer following a Change of Control if a third party makes the
Change of Control Offer in the manner, at the times and otherwise in compliance with the requirements set forth in the
Indenture applicable to a Change of Control Offer made by us and purchases all Notes validly tendered and not
withdrawn under such Change of Control Offer.

We will comply, to the extent applicable, with the requirements of Section 14(e) of the Exchange Act and any other
securities laws or regulations in connection with the repurchase of Notes as a result of a Change of Control. To the
extent that the provisions of any securities laws or regulations conflict with the provisions of the covenant described
hereunder, we will comply with the applicable securities laws and regulations and shall not be deemed to have
breached our obligations under the covenant described hereunder by virtue of our compliance with such securities
laws or regulations.

The Change of Control purchase feature of the Notes may in certain circumstances make more difficult or discourage
a sale or takeover of the Company and, thus, the removal of incumbent management. The Change of Control purchase
feature is a result of negotiations between the Company and the underwriters. We have no present intention to engage
in a transaction involving a Change of Control, although it is possible that we could decide to do so in the future.
Subject to the limitations discussed below, we could, in the future, enter into certain transactions, including
acquisitions, refinancings or other recapitalizations, that would not constitute a Change of Control under the
Indenture, but that could increase the amount of indebtedness outstanding at such time or otherwise affect our capital
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structure or credit ratings. Restrictions on our ability to incur additional Indebtedness are contained in the covenants
described under �� Certain Covenants � Limitation on Indebtedness,� �� Limitation on Liens� and �� Limitation on
Sale/Leaseback Transactions.� Such restrictions can only be waived under the Indenture with respect to the Notes with
the consent of the holders of a majority in principal amount of the Notes then outstanding. Except for the limitations
contained in such covenants, however, the Indenture will not contain any covenants or provisions that may afford
holders of the Notes protection in the event of a highly leveraged transaction.
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Subject to certain exceptions, the Credit Agreement prohibits us from purchasing any Notes pursuant to a Change of
Control Offer, and also provides that the occurrence of certain change of control events with respect to the Company
would constitute a default thereunder. In the event a Change of Control occurs at a time when we are prohibited from
purchasing Notes, we may seek the consent of our lenders to the purchase of Notes or may attempt to refinance the
borrowings that contain such prohibition. If we do not obtain such a consent or repay such borrowings, we will remain
prohibited from purchasing Notes. In such case, our failure to offer to purchase Notes would constitute a Default
under the Indenture, which would, in turn, constitute a default under the Credit Agreement.

Future indebtedness that we may incur may contain prohibitions on the occurrence of certain events that would
constitute a Change of Control or require the repurchase of such indebtedness upon a Change of Control. Moreover,
the exercise by the holders of their right to require us to repurchase their Notes could cause a default under such
indebtedness, even if the Change of Control itself does not, due to the financial effect of such repurchase on us.
Finally, our ability to pay cash to the holders of Notes following the occurrence of a Change of Control may be
limited by our then existing financial resources. There can be no assurance that sufficient funds will be available when
necessary to make any required repurchases.

The definition of �Change of Control� includes a disposition of all or substantially all of the assets of the Company to
any Person. Although there is a limited body of case law interpreting the phrase �substantially all,� there is no precise
established definition of the phrase under applicable law. Accordingly, in certain circumstances there may be a degree
of uncertainty as to whether a particular transaction would involve a disposition of �all or substantially all� of the assets
of the Company. As a result, it may be unclear as to whether a Change of Control has occurred and whether a holder
of Notes may require the Company to make an offer to repurchase the Notes as described above.

Under clause (2) of the definition of Change of Control, a Change of Control will occur when a majority of our board
of directors are not Continuing Directors. In a recent decision in connection with a proxy contest, the Delaware Court
of Chancery held that the occurrence of a change of control under a similar indenture provision may be avoided if the
existing directors were to approve the slate of new director nominees (who would constitute a majority of the new
board) as �continuing directors,� provided the incumbent directors give their approval in the good faith exercise of their
fiduciary duties owed to the corporation and its stockholders. Therefore, in certain circumstances involving a
significant change in the composition of our board of directors, including in connection with a proxy contest where
our board of directors does not endorse a dissident slate of directors but approves them as Continuing Directors,
holders of the notes may not be entitled to require us to make a Change of Control Offer.

The provisions under the Indenture relative to our obligation to make an offer to repurchase the Notes issued
thereunder as a result of a Change of Control may be waived or modified with the written consent of the Holders of a
majority in principal amount of such Notes.

Certain Covenants

The Indenture contains covenants including, among others, those summarized below.

Limitation on Indebtedness

(a) The Company will not, and will not permit any Restricted Subsidiary to, Incur, directly or indirectly, any
Indebtedness; provided, however, that the Company and the Subsidiary Guarantors will be entitled to Incur
Indebtedness if, on the date of such Incurrence and after giving effect thereto on a pro forma basis the Consolidated
Coverage Ratio exceeds 2.0 to 1.0.
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(b) Notwithstanding the foregoing paragraph (a), the Company and the Restricted Subsidiaries will be entitled to Incur
any or all of the following Indebtedness:

(1) Indebtedness Incurred pursuant to the Credit Agreement; provided, however, that, immediately
after giving effect to any such Incurrence, the aggregate principal amount of all Indebtedness
Incurred under this clause (1) and then outstanding does not exceed $1,551 million less the sum of
all principal payments with respect to such Indebtedness made pursuant to paragraph (a)(3)(A) of,
and in satisfaction of, the covenant described under �� Limitation on Sales of Assets and Subsidiary
Stock;�

(2) Indebtedness owed to and held by the Company or a Restricted Subsidiary; provided, however, that (A) any
subsequent issuance or transfer of any Capital Stock that results in any such Restricted Subsidiary ceasing to
be a Restricted Subsidiary or any subsequent transfer of such Indebtedness (other than to the Company or a
Restricted Subsidiary) shall be deemed, in each case, to constitute the Incurrence of such Indebtedness by the
obligor thereon, (B) if the Company is the obligor on such Indebtedness, such Indebtedness is expressly
subordinated to the prior payment in full in cash of all obligations with respect to the Notes, and (C) if a
Subsidiary Guarantor is the obligor on such Indebtedness, such Indebtedness is expressly subordinated to the
prior payment in full in cash of all obligations of such Subsidiary Guarantor with respect to its Subsidiary
Guarantee;

(3) the Notes (excluding any Additional Notes);

(4) Indebtedness outstanding on the Issue Date (other than Indebtedness described in clause (1), (2) or (3) of this
covenant);

(5) Indebtedness of a Restricted Subsidiary Incurred and outstanding on or prior to the date on which such
Subsidiary was acquired by the Company (other than Indebtedness Incurred in connection with, or to provide
all or any portion of the funds or credit support utilized to consummate, the transaction or series of related
transactions pursuant to which such Subsidiary became a Subsidiary or was acquired by the Company);
provided, however, that on the date of such acquisition and after giving pro forma effect thereto, the
Company would have been entitled to Incur at least $1.00 of additional Indebtedness pursuant to paragraph
(a) of this covenant;

(6) Refinancing Indebtedness in respect of Indebtedness Incurred pursuant to paragraph (a) or pursuant to clause
(3), (4) or (5) or this clause (6);

(7) Hedging Obligations directly related to Indebtedness permitted to be Incurred by the Company and its
Restricted Subsidiaries pursuant to the Indenture or entered into in the ordinary course of business and not
for speculative purposes;
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(8) obligations in respect of performance, bid and surety bonds and completion guarantees provided by the
Company or any Restricted Subsidiary in the ordinary course of business;

(9) Indebtedness arising from the honoring by a bank or other financial institution of a check, draft or similar
instrument drawn against insufficient funds in the ordinary course of business; provided, however, that such
Indebtedness is extinguished within three Business Days of its Incurrence;

(10) Indebtedness consisting of the Subsidiary Guarantee of a Subsidiary Guarantor and any Guarantee by the
Company or a Subsidiary Guarantor of Indebtedness or other obligations of the Company or any Restricted
Subsidiary (other than Indebtedness Incurred pursuant to clause (5) above) so long as the Incurrence of such
Indebtedness or other obligations by the Company or such Restricted Subsidiary is permitted under the terms
of the Indenture;

(11)(A)Purchase Money Indebtedness, (B) Capital Lease Obligations and (C) Attributable Debt, and Refinancing
Indebtedness in respect thereof, in an aggregate principal amount on the date of
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Incurrence that, when added to all other Indebtedness Incurred pursuant to this clause (11) and then
outstanding, does not exceed 15% of Consolidated Tangible Assets, as determined based on the consolidated
balance sheet of the Company as of the end of the most recent fiscal quarter ending at least 45 days prior
thereto;

(12) Indebtedness Incurred by a Receivables Entity in a Qualified Receivables Transaction;

(13) Preferred Stock issued by any Restricted Subsidiary formed to operate a single health care facility; provided
that the amount of such Preferred Stock, when added to the aggregate amount of all other such Preferred
Stock of Restricted Subsidiaries then outstanding, does not exceed 1% of Consolidated Tangible Assets, as
determined based on the consolidated balance sheet of the Company as of the end of the most recent fiscal
quarter ending at least 45 days prior thereto; and

(14) Indebtedness of the Company or of any of its Restricted Subsidiaries in an aggregate principal amount that,
when taken together with all other Indebtedness of the Company and its Restricted Subsidiaries outstanding
on the date of such Incurrence (other than Indebtedness permitted by clauses (1) through (13) above or
paragraph (a)) does not exceed the greater of (A) $300 million and (B) 7.5% of Consolidated Tangible
Assets, as determined based on the consolidated balance sheet of the Company as of the end of the most
recent fiscal quarter ending at least 45 days prior thereto.

(c) Notwithstanding the foregoing, neither the Company nor any Subsidiary Guarantor will incur any Indebtedness
pursuant to the foregoing paragraph (b) if the proceeds thereof are used, directly or indirectly, to Refinance any
Subordinated Obligations of the Company or any Subsidiary Guarantor unless such Indebtedness shall be
subordinated to the Notes or the applicable Subsidiary Guarantee to at least the same extent as such Subordinated
Obligations.

(d) For purposes of determining compliance with this covenant:

(1) all Indebtedness outstanding under the Credit Agreement on the Issue Date will be treated as Incurred under
clause (1) of paragraph (b) above;

(2) in the event that an item of Indebtedness (or any portion thereof) meets the criteria of more than one of the
types of Indebtedness described above, the Company, in its sole discretion, will classify such item of
Indebtedness (or any portion thereof) at the time of Incurrence and will only be required to include the
amount and type of such Indebtedness in one of the above clauses (provided that any Indebtedness originally
classified as Incurred pursuant to any of clauses (b)(2) through (b)(14) above may later be reclassified as
having been Incurred pursuant to paragraph (a) or any other of clauses (b)(2) through (b)(14) above to the
extent that such reclassified Indebtedness could be Incurred pursuant to paragraph (a) or one of clauses
(b)(2) through (b)(14) above, as the case may be, if it were Incurred at the time of such reclassification); and

(3) the Company will be entitled to divide and classify an item of Indebtedness in more than one of the types of
Indebtedness described above.
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Limitation on Restricted Payments

(a) The Company will not, and will not permit any Restricted Subsidiary, directly or indirectly, to make a Restricted
Payment if at the time the Company or such Restricted Subsidiary makes such Restricted Payment:

(1) a Default shall have occurred and be continuing (or would result therefrom);

(2) the Company is not entitled to Incur an additional $1.00 of Indebtedness pursuant to paragraph
(a) of the covenant described under �� Limitation on Indebtedness;� or
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(3) the aggregate amount of such Restricted Payment and all other Restricted Payments since the Issue Date
would exceed the sum of (without duplication):

(A) 50% of the Consolidated Net Income accrued during the period (treated as one accounting period)
from and including July 1, 2006 to the end of the most recent fiscal quarter ending at least 45 days
prior to the date of such Restricted Payment (or, in case such Consolidated Net Income shall be a
deficit, minus 100% of such deficit); plus

(B) 100% of the aggregate Net Cash Proceeds received by the Company from the issuance or sale of its
Capital Stock (other than Disqualified Stock) subsequent to the Issue Date (other than an issuance or
sale to a Subsidiary of the Company and other than an issuance or sale to an employee stock ownership
plan or to a trust established by the Company or any of its Subsidiaries for the benefit of their
employees) and 100% of any cash capital contribution received by the Company from its shareholders
subsequent to the Issue Date; plus

(C) the amount by which Indebtedness of the Company is reduced on the Company�s balance sheet upon
the conversion or exchange subsequent to the Issue Date of any Indebtedness of the Company
convertible or exchangeable for Capital Stock (other than Disqualified Stock) of the Company (less the
amount of any cash, or the fair value of any other property, distributed by the Company upon such
conversion or exchange); provided, however, that the foregoing amount shall not exceed the Net Cash
Proceeds received by the Company or any Restricted Subsidiary from the sale of such Indebtedness
(excluding Net Cash Proceeds from sales to a Subsidiary of the Company or to an employee stock
ownership plan or to a trust established by the Company or any of its Subsidiaries for the benefit of
their employees); plus

(D) an amount equal to the net reduction in the Investments (other than Permitted Investments) made by
the Company or any Restricted Subsidiary in any Person resulting from repurchases, repayments or
redemptions of such Investments by such Person, proceeds realized on the sale of such Investment and
proceeds representing the return of capital (excluding dividends and distributions), in each case
received by the Company or any Restricted Subsidiary; provided, however, that the foregoing sum
shall not exceed, in the case of any such Person, the amount of Investments (excluding Permitted
Investments) previously made (and treated as a Restricted Payment) by the Company or any Restricted
Subsidiary in such Person; plus

(E) in the case of the redesignation of an Unrestricted Subsidiary as a Restricted Subsidiary, the portion
(proportionate to the Company�s equity interest in such Subsidiary) of the Fair Market Value of the net
assets of such Unrestricted Subsidiary at the time such Unrestricted Subsidiary is redesignated as a
Restricted Subsidiary, except to the extent that the Investment in such Unrestricted Subsidiary was
made by the Company or a Restricted Subsidiary pursuant to clause (11) of the next succeeding
paragraph or to the extent that such Investment constituted a Permitted Investment; plus

(F) $50 million.
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As of December 31, 2014, the amount available for Restricted Payments pursuant to clause (a)(3) would have been
approximately $528 million.

(b) The preceding provisions will not prohibit:

(1) any Restricted Payment made out of the Net Cash Proceeds of the substantially concurrent sale of,
or made by exchange for, Capital Stock of the Company (other than Disqualified Stock and other
than Capital Stock issued or sold to a Subsidiary of the Company or an employee stock ownership
plan or to a trust established by the Company or any of its Subsidiaries for the benefit of their
employees) or a substantially concurrent cash capital contribution received by the
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Company from its shareholders; provided, however, that (A) such Restricted Payment shall be excluded from
the calculation of the amount of Restricted Payments and (B) the Net Cash Proceeds from such sale or such
cash capital contribution (to the extent so used for such Restricted Payment) shall be excluded from the
calculation of amounts under clause (3)(B) of paragraph (a) above;

(2) any purchase, repurchase, redemption, defeasance or other acquisition or retirement for value of
Subordinated Obligations of the Company or a Subsidiary Guarantor made by exchange for, or out of the
proceeds of the substantially concurrent Incurrence of, Indebtedness of such Person that is permitted to be
Incurred pursuant to the covenant described under �� Limitation on Indebtedness;� provided, however, that such
purchase, repurchase, redemption, defeasance or other acquisition or retirement for value shall be excluded
from the calculation of the amount of Restricted Payments;

(3) dividends paid within 60 days after the date of declaration thereof if at such date of declaration such
dividend would have complied with this covenant; provided, however that such dividend shall be included in
the calculation of the amount of Restricted Payments;

(4) so long as no Default has occurred and is continuing, the purchase, redemption or other acquisition of shares
of Capital Stock of the Company or any of its Subsidiaries from employees, former employees, directors or
former directors of the Company or any of its Subsidiaries (or permitted transferees of such employees,
former employees, directors or former directors), pursuant to the terms of the agreements (including
employment agreements) or plans (or amendments thereto) approved or ratified by the Board of Directors
under which such individuals purchase or sell, or are granted the option to purchase or sell, shares of such
Capital Stock; provided, however, that the aggregate amount of such Restricted Payments (excluding
amounts representing cancellation of Indebtedness) shall not exceed $10 million in any calendar year
(provided that (A) if the Company and its Restricted Subsidiaries make less than $10 million in the
aggregate of such Restricted Payments in any calendar year, the unused amount for such calendar year may
be carried over to the next succeeding calendar year (but not any other calendar year thereafter) and (B) the
amount payable in any calendar year may be increased by an amount up to the sum of (i) the amount of cash
proceeds from the sale of Capital Stock (other than Disqualified Stock) of the Company to employees,
former employees, directors or former directors of the Company or any of its Subsidiaries, to the extent that
the cash proceeds from the sale of such Capital Stock have not otherwise been applied to the payment of
Restricted Payments by virtue of clause (3)(B) of paragraph (a) of this covenant, plus (ii) the cash proceeds
of key man life insurance policies received by the Company or its Restricted Subsidiaries after the Issue
Date, less (iii) the amount of repurchases and other acquisitions previously made with the cash proceeds
described in clauses (i) and (ii) above); provided, further, however, that (x) such repurchases and other
acquisitions shall be excluded from the calculation of the amount of Restricted Payments and (y) cash
proceeds referred to in clause (B)(i) above used to make Restricted Payments under this clause (4) shall be
excluded from the calculation of amounts under clause (3)(B) of paragraph (a) above;

(5) (A) the declaration and payment of dividends on the Convertible Preferred Stock, and other cash payments at
any time to reduce any accretion in the liquidation preference resulting from previously unpaid dividends on
the Convertible Preferred Stock, in each case in accordance with the terms thereof in effect on the Issue Date
and (B) the declaration and payments of dividends on Disqualified Stock issued pursuant to the covenant
described under �� Limitation on Indebtedness;� provided, however, in each case, that at the time of payment of
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such dividend or other cash payment, no Default shall have occurred and be continuing (or result therefrom);
provided, further, however, that dividends and cash payments referred to in this clause (5) shall be excluded
from the calculation of the amount of Restricted Payments;
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(6) repurchases of Capital Stock deemed to occur upon exercise of stock options if such Capital Stock represents
a portion of the exercise price of such options; provided, however, that such Restricted Payments shall be
excluded from the calculation of the amount of Restricted Payments;

(7) cash payments in lieu of the issuance of fractional shares in connection with the exercise of warrants, options
or other securities convertible into or exchangeable for Capital Stock of the Company; provided, however,
that any such cash payment shall not be for the purpose of evading the limitation of the covenant described
under this subheading; provided, further, however, that such payments shall be excluded from the calculation
of the amount of Restricted Payments;

(8) in the event of a Change of Control, and if no Default shall have occurred and be continuing, the payment,
purchase, redemption, defeasance or other acquisition or retirement of Subordinated Obligations of the
Company or any Subsidiary Guarantor, in each case, at a purchase price not greater than 101% of the
principal amount of such Subordinated Obligations, plus any accrued and unpaid interest thereon; provided,
however, that prior to such payment, purchase, redemption, defeasance or other acquisition or retirement, the
Company (or a third party to the extent permitted by the Indenture) has made a Change of Control Offer with
respect to the Notes as a result of such Change of Control and has repurchased all Notes validly tendered and
not withdrawn in connection with such Change of Control Offer; provided, further, however, that such
payments, purchases, redemptions, defeasances or other acquisitions or retirements shall be excluded from
the calculation of the amount of Restricted Payments;

(9) payments of intercompany subordinated Indebtedness, the Incurrence of which was permitted under clause
(2) of paragraph (b) of the covenant described under �� Limitation on Indebtedness;� provided, however, that no
Default has occurred and is continuing or would otherwise result therefrom; provided, further, however, that
such payments shall be excluded from the calculation of the amount of Restricted Payments;

(10) any Restricted Payment, so long as the Leverage Ratio is no more than 3.0 to 1.0, both as of the date thereof
and on a pro forma basis after giving effect to such Restricted Payment; provided, however, that (A) at the
time of each such Restricted Payment, no Default shall have occurred and be continuing (or result therefrom)
and (B) such payments shall be excluded from the calculation of the amount of Restricted Payments;

(11) Restricted Payments in an amount that, when taken together with all Restricted Payments made pursuant to
this clause (11), does not exceed the greater of (A) $200 million and (B) 5.0% of Consolidated Tangible
Assets, as determined based on the consolidated balance sheet of the Company as of the end of the most
recent fiscal quarter ending at least 45 days prior thereto; provided, however, that (I) at the time of each such
Restricted Payment, no Default shall have occurred and be continuing (or result therefrom) and (II) such
payments shall be excluded from the calculation of the amount of Restricted Payments;

(12) any payments of cash and/or Capital Stock of the Company to a holder of the 2.00% Convertible Senior
Subordinated Notes due 2043 (the �Convertible Notes�) and/or the Convertible Preferred Stock upon the
conversion of such holder�s Convertible Notes or Convertible Preferred Stock, as applicable, in accordance
with the terms of the Convertible Notes or Convertible Preferred Stock, as applicable; or
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(13) any purchase or other acquisition or retirement for value of shares of Capital Stock of HealthSouth Home
Health Holdings, Inc. held by any Person other than the Company or any of its Subsidiaries on the Issue
Date.

The amount of any Restricted Payment that is not made in cash shall be determined in a manner consistent with the
determination of the amount of an Investment as set forth in the final sentence of the first paragraph of the definition
of �Investment.�
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Limitation on Restrictions on Distributions from Restricted Subsidiaries

The Company will not, and will not permit any Restricted Subsidiary to, create or otherwise cause or permit to exist or
become effective any consensual encumbrance or restriction on the ability of any Restricted Subsidiary to (a) pay
dividends or make any other distributions on its Capital Stock to the Company or a Restricted Subsidiary or pay any
Indebtedness owed to the Company, (b) make any loans or advances to the Company or (c) transfer any of its property
or assets to the Company, except:

(1) with respect to clauses (a), (b) and (c),

(A) any encumbrance or restriction pursuant to applicable law, rule, regulation or order or an agreement in
effect at or entered into on the Issue Date;

(B) any encumbrance or restriction with respect to a Restricted Subsidiary pursuant to an agreement
relating to any Indebtedness Incurred by such Restricted Subsidiary on or prior to the date on which
such Restricted Subsidiary was acquired by the Company (other than Indebtedness Incurred as
consideration in, or to provide all or any portion of the funds or credit support utilized to consummate,
the transaction or series of related transactions pursuant to which such Restricted Subsidiary became a
Restricted Subsidiary or was acquired by the Company) and outstanding on such date;

(C) any encumbrance or restriction pursuant to any amendment, modification, restatement, renewal,
increase, supplement, refunding, replacement or refinancing of an agreement referred to in clause
(A) or (B) above; provided, however, that such amendment, modification, restatement, renewal,
increase, supplement, refunding, replacement or refinancing is no more restrictive, as reasonably
determined by the Company, with respect to such encumbrances and other restrictions taken as a
whole than those prior to such amendment, modification, restatement, renewal, increase, supplement,
refunding, replacement or refinancing;

(D) any encumbrance or restriction with respect to a Restricted Subsidiary imposed pursuant to an
agreement entered into for the sale or disposition of all or substantially all the Capital Stock or assets
of such Restricted Subsidiary pending the closing of such sale or disposition;

(E) restrictions on cash or other deposits or net worth imposed by customers under contracts entered into
in the ordinary course of business;

(F) any limitation or prohibition on the disposition or distribution of assets or property in joint venture
agreements, asset sale agreements, stock sale agreements and other similar agreements, which
limitation or prohibition is applicable only to the assets that are the subject of such agreements;
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(G) any encumbrance or restriction existing under or by reason of contractual requirements of a
Receivables Entity in connection with a Qualified Receivables Transaction, provided that such
restrictions apply only to such Receivables Entity;

(H) any encumbrance or restriction arising in the ordinary course of business, not relating to any
Indebtedness, that does not, individually or in the aggregate, materially detract from the value of the
property or assets of the Company and its Restricted Subsidiaries, taken as whole, or adversely affect
the Company�s ability to make principal and interest payments on the Notes, in each case, as
determined in good faith by the Company; and

(2) with respect to clause (c) only,

(A) any encumbrance or restriction consisting of customary nonassignment provisions in leases governing
leasehold interests to the extent such provisions restrict the transfer of the lease or the property leased
thereunder; and
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(B) any encumbrance or restriction contained in Capital Lease Obligations, any agreement governing
Purchase Money Indebtedness, security agreements or mortgages securing Indebtedness of a Restricted
Subsidiary to the extent such encumbrance or restriction restricts the transfer of the property subject to
such Capital Lease Obligations, Purchase Money Indebtedness, security agreements or mortgages.

Limitation on Sales of Assets and Subsidiary Stock

(a) The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly, consummate any
Asset Disposition unless:

(1) the Company or such Restricted Subsidiary receives consideration at the time of such Asset Disposition at
least equal to the Fair Market Value (including as to the value of all non-cash consideration) of the shares
and assets subject to such Asset Disposition;

(2) at least 75% of the consideration thereof received by the Company or such Restricted Subsidiary is in the
form of cash or cash equivalents; and

(3) an amount equal to 100% of the Net Available Cash from such Asset Disposition, other than any Asset
Disposition that constitutes a Syndication or a resyndication transaction in the ordinary course of business,

(A) to the extent the Company elects (or is required by the terms of any Indebtedness), to prepay, repay,
redeem or purchase Senior Indebtedness of the Company or a Subsidiary Guarantor or Indebtedness
(other than any Disqualified Stock) of a Restricted Subsidiary that is not a Subsidiary Guarantor (in
each case other than Indebtedness owed to the Company or an Affiliate of the Company) within one
year from the later of the date of such Asset Disposition or the receipt of such Net Available Cash;

(B) to the extent the Company elects (including with respect to the balance of such Net Available Cash
after application (if any) in accordance with clause (A)), to acquire Additional Assets within one year
from the later of the date of such Asset Disposition or the receipt of such Net Available Cash; and

(C) to the extent of the balance of such Net Available Cash after application (if any) in accordance with
clauses (A) and (B), to make an offer to the holders of the Notes (and to holders of other Senior
Indebtedness of the Company designated by the Company) to purchase Notes (and such other Senior
Indebtedness of the Company) pursuant to and subject to the conditions contained in the Indenture;

provided, however, that in connection with any prepayment, repayment or purchase of Indebtedness made to satisfy
clause (A) or (C) above, the Company or such Restricted Subsidiary shall permanently retire such Indebtedness and
shall cause the related loan commitment (if any) to be permanently reduced in an amount equal to the principal
amount so prepaid, repaid or purchased.

Notwithstanding the foregoing provisions of this covenant, the Company and the Restricted Subsidiaries will not be
required to apply any Net Available Cash in accordance with this covenant except to the extent that the aggregate Net
Available Cash from all Asset Dispositions which is not applied in accordance with this covenant exceeds $50
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million. Pending application of Net Available Cash pursuant to this covenant, such Net Available Cash shall be
invested in Temporary Cash Investments or applied to temporarily reduce revolving credit indebtedness.

For the purposes of this covenant, the following are deemed to be cash or cash equivalents:

(1) the assumption or discharge of any liabilities (as shown on the Company�s or such Restricted Subsidiary�s
most recent balance sheet or in the footnotes thereto) of the Company or such
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Restricted Subsidiary (other than liabilities that are by their terms subordinated to the Notes) that are
assumed by the transferee of such assets and for which the Company and all of the Restricted Subsidiaries
have been released by all creditors in writing;

(2) securities received by the Company or any Restricted Subsidiary from the transferee that are converted by
the Company or such Restricted Subsidiary within 180 days into cash, to the extent of cash received in that
conversion;

(3) all Temporary Cash Investments; and

(4) any Designated Noncash Consideration having an aggregate Fair Market Value that, when taken together
with all other Designated Noncash Consideration previously received and then outstanding, does not exceed
at the time of the receipt of such Designated Noncash Consideration (with the Fair Market Value of each
item of Designated Noncash Consideration being measured at the time received and without giving effect to
subsequent changes in value) $30 million.

(b) In the event of an Asset Disposition that requires the purchase of Notes (and other Senior Indebtedness of the
Company) pursuant to clause (a)(3)(C) above, the Company will purchase Notes tendered pursuant to an offer by the
Company for the Notes (and such other Senior Indebtedness) at a purchase price of 100% of their principal amount
(or, in the event such other Senior Indebtedness of the Company was issued with a significant original issue discount,
100% of the accreted value thereof) without premium, plus accrued but unpaid interest (or, in respect of such other
Senior Indebtedness of the Company, such lesser price, if any, as may be provided for by the terms of such Senior
Indebtedness) in accordance with the procedures (including prorating in the event of oversubscription) set forth in the
Indenture. If the aggregate purchase price of the securities tendered exceeds the Net Available Cash allotted to their
purchase, the Company will select the securities to be purchased on a pro rata basis but in round denominations,
which in the case of the Notes will be denominations of $2,000 principal amount or any greater integral multiple of
$1,000. The Company shall not be required to make such an offer to purchase Notes (and other Senior Indebtedness of
the Company) pursuant to this covenant if the Net Available Cash available therefor is less than $20 million (which
lesser amount shall be carried forward for purposes of determining whether such an offer is required with respect to
the Net Available Cash from any subsequent Asset Disposition). Upon completion of such an offer to purchase, Net
Available Cash will be deemed to be reduced by the aggregate amount of such offer.

(c) The Company will comply, to the extent applicable, with the requirements of Section 14(e) of the Exchange Act
and any other securities laws or regulations in connection with the repurchase of Notes pursuant to this covenant. To
the extent that the provisions of any securities laws or regulations conflict with provisions of this covenant, the
Company will comply with the applicable securities laws and regulations and will not be deemed to have breached its
obligations under this covenant by virtue of its compliance with such securities laws or regulations.

Limitation on Affiliate Transactions

(a) The Company will not, and will not permit any Restricted Subsidiary to, enter into or permit to exist any
transaction (including the purchase, sale, lease or exchange of any property, employee compensation arrangements or
the rendering of any service) with, or for the benefit of, any Affiliate of the Company (an �Affiliate Transaction�)
unless:
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(1) the terms of the Affiliate Transaction are no less favorable to the Company or such Restricted Subsidiary
than those that could be obtained at the time of the Affiliate Transaction in arm�s-length dealings with a
Person who is not an Affiliate; and

(2) if such Affiliate Transaction involves an amount in excess of $50 million, the terms of the Affiliate
Transaction are set forth in writing and a majority of the non-employee directors of the

S-31

Edgar Filing: Continental Medical Systems, Inc. - Form 424B2

Table of Contents 66



Table of Contents

Company disinterested with respect to such Affiliate Transaction have determined in good faith that the
criteria set forth in clause (1) are satisfied and have approved the relevant Affiliate Transaction as evidenced
by a resolution of the Board of Directors.

(b) The provisions of the preceding paragraph (a) will not prohibit:

(1) any Investment (other than a Permitted Investment) or other Restricted Payment, in each case permitted to be
made pursuant to the covenant described under �� Limitation on Restricted Payments;�

(2) any employment or consulting agreement, employee benefit plan, officer or director indemnification
agreement or any similar arrangement entered into by the Company or any of its Restricted Subsidiaries in
the ordinary course of business or approved by the Board of Directors, and payments pursuant thereto;

(3) loans or advances to employees in the ordinary course of business of the Company or its Restricted
Subsidiaries, but in any event not to exceed $10 million in the aggregate outstanding at any one time;

(4) the payment of reasonable fees or other reasonable compensation to, or the provision of customary benefits
or indemnification arrangements to, directors of the Company and its Restricted Subsidiaries;

(5) any transaction with the Company, a Restricted Subsidiary or any Person that would constitute an Affiliate
Transaction solely because the Company or a Restricted Subsidiary owns an equity interest in or otherwise
controls such Restricted Subsidiary or Person;

(6) the issuance or sale of any Capital Stock (other than Disqualified Stock) of the Company;

(7) any agreement as in effect on the Issue Date or any renewals or extensions of any such agreement (so long as
such renewals or extensions are not less favorable in any material respect to the Company or the Restricted
Subsidiaries) and the transactions evidenced thereby;

(8) the provision of services to directors or officers of the Company or any of its Restricted Subsidiaries of the
nature provided by the Company or any of its Restricted Subsidiaries to customers in the ordinary course of
business;

(9) transactions effected as a part of a Qualified Receivables Transaction;

(10) any transaction entered into by a Person prior to the time such Person becomes a Restricted Subsidiary or is
merged or consolidated into the Company or a Restricted Subsidiary (provided such transaction is not
entered into in contemplation of such event); and

Edgar Filing: Continental Medical Systems, Inc. - Form 424B2

Table of Contents 67



(11) any transaction with the Company�s or any Restricted Subsidiary�s customers, clients, suppliers, landlords,
lessors, or purchasers or sellers of goods or services, in each case, in the ordinary course of business and
otherwise in compliance with the terms of the Indenture that are fair to the Company, or are on terms at least
as favorable as would reasonably have been entered into at such time with a Person who is not an Affiliate of
the Company (as determined in good faith by the Board of Directors or senior management of the
Company).

Limitation on Liens

The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly, Incur or permit to exist
any Lien (the �Initial Lien�) of any nature whatsoever on any of its properties (including Capital Stock of a Restricted
Subsidiary), whether owned at the Issue Date or thereafter acquired, securing any Indebtedness, other than Permitted
Liens, without effectively providing that the Notes shall be secured equally and ratably with (or prior to) the
obligations so secured for so long as such obligations are so secured.
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Any Lien created for the benefit of the Holders of the Notes pursuant to the preceding sentence shall provide by its
terms that such Lien shall be automatically and unconditionally released and discharged upon the release and
discharge of the Initial Lien.

Limitation on Sale/Leaseback Transactions

The Company will not, and will not permit any Restricted Subsidiary to, enter into any Sale/Leaseback Transaction
with respect to any property unless:

(1) the Company or such Restricted Subsidiary would be entitled to (A) Incur Indebtedness in an amount equal
to the Attributable Debt with respect to such Sale/Leaseback Transaction pursuant to the covenant described
under �� Limitation on Indebtedness� and (B) create a Lien on such property securing such Attributable Debt
without equally and ratably securing the Notes pursuant to the covenant described under �� Limitation on
Liens;�

(2) the gross proceeds received by the Company or any Restricted Subsidiary in connection with such
Sale/Leaseback Transaction are at least equal to the Fair Market Value of such property; and

(3) the Company applies the proceeds of such transaction in compliance with the covenant described under ��
Limitation on Sale of Assets and Subsidiary Stock.�

Merger and Consolidation

The Company will not consolidate with or merge with or into, or convey, transfer or lease, in one transaction or a
series of transactions, directly or indirectly, all or substantially all its assets to, any Person, unless:

(1) the resulting, surviving or transferee Person (the �Successor Company�) shall be a Person organized and
existing under the laws of the United States of America, any State thereof or the District of Columbia and the
Successor Company (if not the Company) shall expressly assume, by an indenture supplemental thereto,
executed and delivered to the Trustee, in form satisfactory to the Trustee, all the obligations of the Company
under the Notes and the Indenture;

(2) immediately after giving pro forma effect to such transaction (and treating any Indebtedness which becomes
an obligation of the Successor Company or any Subsidiary as a result of such transaction as having been
Incurred by such Successor Company or such Subsidiary at the time of such transaction), no Default shall
have occurred and be continuing;

(3) immediately after giving pro forma effect to such transaction, (A) the Successor Company would be able to
Incur an additional $1.00 of Indebtedness pursuant to paragraph (a) of the covenant described under ��
Limitation on Indebtedness� or (B) the Consolidated Coverage Ratio for the Successor Company would be
equal to or greater than such ratio for the Company and its Restricted Subsidiaries immediately prior to such
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(4) the Company shall have delivered to the Trustee an Officers� Certificate and an Opinion of Counsel, each
stating that such consolidation, merger or transfer and such supplemental indenture (if any) comply with the
Indenture, provided, however, that clause (3) will not be applicable to (A) a Restricted Subsidiary
consolidating with, merging into or transferring all or part of its properties and assets to the Company (so
long as no Capital Stock of the Company is distributed to any Person) or (B) the Company merging with an
Affiliate of the Company solely for the purpose and with the sole effect of reincorporating the Company in
another jurisdiction.

For purposes of this covenant, the sale, lease, conveyance, assignment, transfer or other disposition of all or
substantially all of the properties and assets of one or more Subsidiaries of the Company, which
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properties and assets, if held by the Company instead of such Subsidiaries, would constitute all or substantially all of
the properties and assets of the Company on a consolidated basis, shall be deemed to be the transfer of all or
substantially all of the properties and assets of the Company.

The Successor Company will be the successor to the Company and shall succeed to, and be substituted for, and may
exercise every right and power of, the Company under the Indenture, and the predecessor Company, except in the case
of a lease, shall be released from the obligation to pay the principal of and interest on the Notes.

Future Guarantors

The Company will cause each Restricted Subsidiary that Guarantees any Indebtedness of the Company or any
Subsidiary Guarantor in respect of the Credit Agreement or Capital Markets Indebtedness (or Incurs any such
Indebtedness) to, at the same time, execute and deliver to the Trustee a Guaranty Agreement pursuant to which such
Restricted Subsidiary will Guarantee payment of the Notes on the same terms and conditions as those set forth in the
Indenture.

SEC Reports

Whether or not the Company is subject to the reporting requirements of Section 13 or 15(d) of the Exchange Act, the
Company will file with the SEC (subject to the next sentence) and provide the Trustee and Noteholders with such
annual and other reports as are specified in Sections 13 and 15(d) of the Exchange Act and applicable to a U.S.
corporation subject to such Sections, such reports to be so filed and provided at the times specified for the filings of
such reports under such Sections and containing all the information, audit reports and exhibits required for such
reports. If at any time, the Company is not subject to the periodic reporting requirements of the Exchange Act for any
reason, the Company will nevertheless continue filing the reports specified in the preceding sentence with the SEC
within the time periods required unless the SEC will not accept such a filing. The Company agrees that it will not take
any action for the purpose of causing the SEC not to accept any such filings. If, notwithstanding the foregoing, the
SEC will not accept such filings for any reason, the Company will post the reports specified in the preceding sentence
on its website within the time periods that would apply if the Company were required to file those reports with the
SEC. At any time that any of the Company�s Subsidiaries are Unrestricted Subsidiaries, then the quarterly and annual
financial information required by the preceding paragraph will include a reasonably detailed presentation, either on the
face of the financial statements or in the footnotes thereto, of the financial condition and results of operations of the
Company and its Restricted Subsidiaries separate from the financial condition and results of operations of the
Unrestricted Subsidiaries of the Company.

Defaults

Each of the following is an Event of Default with respect to the Notes under the Indenture:

(1) a default in the payment of interest on the Notes when due, continued for 30 days;

(2) the Company (A) defaults in the payment of principal of (and premium, if any, on) any Note when due at its
Stated Maturity, upon optional redemption, upon declaration of acceleration or otherwise or (B) fails to
purchase Notes when required pursuant to the Indenture or the Notes;
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(3) the failure by the Company to comply with its obligations under �� Certain Covenants � Merger and
Consolidation� above;

(4) the failure by the Company or any Subsidiary Guarantor to comply with its agreements contained in the
Indenture governing the Notes (other than those referred to in (1), (2) and (3) above) and such failure
continues for 60 days after notice;
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(5) Indebtedness of the Company, any Subsidiary Guarantor or any Significant Subsidiary is not paid within any
applicable grace period after final maturity or is accelerated by the holders thereof because of a default and
the total amount of such Indebtedness unpaid or accelerated exceeds $50 million (the �cross acceleration
provision�);

(6) certain events of bankruptcy, insolvency or reorganization of the Company, a Subsidiary Guarantor or any
Significant Subsidiary (the �bankruptcy provisions�);

(7) any judgment or decree for the payment of money in excess of $50 million is entered against the Company, a
Subsidiary Guarantor or any Significant Subsidiary, remains outstanding for a period of 60 consecutive days
following such judgment and is not discharged, waived or effectively stayed (the �judgment default
provision�); or

(8) a Subsidiary Guarantee ceases to be in full force and effect (other than in accordance with the terms of such
Subsidiary Guarantee) or a Subsidiary Guarantor denies or disaffirms its obligations under its Subsidiary
Guarantee.

However, a default under clause (4) will not constitute an Event of Default until the Trustee or the holders of 25% in
principal amount of the outstanding Notes notify the Company of the default and the Company does not cure such
default within the time specified after receipt of such notice.

If an Event of Default (other than an Event of Default relating to certain events of bankruptcy, insolvency or
reorganization of the Company) occurs and is continuing, the Trustee or the holders of at least 25% in principal
amount of the outstanding Notes may declare the principal of and accrued but unpaid interest on all the Notes to be
due and payable. Upon such a declaration, such principal and interest shall be due and payable immediately. If an
Event of Default relating to certain events of bankruptcy, insolvency or reorganization of the Company occurs and is
continuing, the principal of and interest on all the Notes will ipso facto become and be immediately due and payable
without any declaration or other act on the part of the Trustee or any holders of the Notes. Under certain
circumstances, the holders of a majority in principal amount of the outstanding Notes may rescind any such
acceleration with respect to the Notes and its consequences.

In the case of any Event of Default occurring by reason of any willful action (or inaction) taken (or not taken) by or on
behalf of the Company with the intention of avoiding payment of the premium that the Company would have had to
pay if the Company then had elected to redeem the Notes pursuant to the optional redemption provisions of the
Indenture, an equivalent premium will also become and be immediately due and payable to the extent permitted by
law upon the acceleration of the Notes.

Subject to the provisions of the Indenture relating to the duties of the Trustee, in case an Event of Default occurs and
is continuing, the Trustee will be under no obligation to exercise any of the rights or powers under the Indenture at the
request or direction of any of the holders of the Notes unless such holders have offered to the Trustee satisfactory
indemnity or security against any loss, liability or expense. Except to enforce the right to receive payment of principal,
premium (if any) or interest when due, no holder of a Note may pursue any remedy with respect to the Indenture or
the Notes unless:
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(1) such holder has previously given the Trustee notice that an Event of Default is continuing;

(2) holders of at least 25% in principal amount of the outstanding Notes have requested the Trustee to pursue the
remedy;

(3) such holders have offered the Trustee satisfactory security or indemnity against any loss, liability or expense;

(4) the Trustee has not complied with such request within 60 days after the receipt thereof and the offer of
security or indemnity; and

S-35

Edgar Filing: Continental Medical Systems, Inc. - Form 424B2

Table of Contents 74



Table of Contents

(5) holders of a majority in principal amount of the outstanding Notes have not given the Trustee a direction
inconsistent with such request within such 60-day period.

Subject to certain restrictions, the holders of a majority in principal amount of the outstanding Notes will be given the
right to direct the time, method and place of conducting any proceeding for any remedy available to the Trustee or of
exercising any trust or power conferred on the Trustee. The Trustee, however, may refuse to follow any direction that
conflicts with law or the Indenture or that the Trustee determines is unduly prejudicial to the rights of any other holder
of a Note or that would involve the Trustee in personal liability.

If a Default occurs, is continuing and is known to the Trustee, the Trustee must mail to each holder of the Notes notice
of the Default within 90 days after it occurs. Except in the case of a Default in the payment of principal of or
premium, if any, or interest on any Note, the Trustee may withhold notice if and so long as a committee of its Trust
Officers in good faith determines that withholding notice is in the interest of the holders of the Notes. In addition, we
are required to deliver to the Trustee, within 120 days after the end of each fiscal year, a certificate indicating whether
the signers thereof know of any Default that occurred during the previous year. We are required to deliver to the
Trustee, within 30 days after the occurrence thereof, written notice of any event that would constitute certain Defaults,
their status and what action we are taking or propose to take in respect thereof.

Amendments and Waivers

Subject to certain exceptions, the Indenture governing the Notes may be amended with the consent of the holders of a
majority in principal amount of the Notes then outstanding (including consents obtained in connection with a purchase
of, or tender offer or exchange for, the Notes) and any past default or compliance with any provisions may also be
waived with the consent of the holders of a majority in principal amount of the Notes then outstanding. However,
without the consent of each holder of an outstanding Note affected thereby, an amendment or waiver may not, among
other things:

(1) reduce the amount of Notes whose holders must consent to an amendment;

(2) reduce the rate of or extend the time for payment of interest on any Note;

(3) reduce the principal of or change the Stated Maturity of any Note;

(4) (i) reduce the amount payable upon the redemption of any Note or (ii) change the time at which any Note
may be redeemed, in each case as described under �� Optional Redemption� above;

(5) make any Note payable in money other than that stated in the Note;

(6) impair the right of any holder of the Notes to receive payment of principal of and interest on such holder�s
Notes on or after the due dates therefor or to institute suit for the enforcement of any payment on or with
respect to such holder�s Notes;
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(7) make any change in the amendment provisions that require each holder�s consent or in the waiver provisions;

(8) make any change in the ranking or priority of any Note that would adversely affect the Noteholders; or

(9) make any change in, or release other than in accordance with the Indenture, any Subsidiary Guarantee that
would adversely affect the Noteholders.

Notwithstanding the preceding, without the consent of any holder of the Notes, the Company, the Subsidiary
Guarantors and Trustee may amend the Indenture:

(1) to cure any ambiguity, omission, defect or inconsistency;
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(2) to provide for the assumption by a successor Person of the obligations of the Company or any Subsidiary
Guarantor under the Indenture;

(3) to provide for uncertificated Notes in addition to or in place of certificated Notes (provided that the
uncertificated Notes are issued in registered form for purposes of Section 163(f) of the Code, or in a manner
such that the uncertificated Notes are described in Section 163(f)(2)(B) of the Code);

(4) to add Guarantees with respect to the Notes, including any Subsidiary Guaranties, or to secure such Notes;

(5) to add to the covenants of the Company or a Subsidiary Guarantor for the benefit of the holders of the Notes
or to surrender any right or power conferred upon the Company or a Subsidiary Guarantor;

(6) to make any change that does not adversely affect the rights of any holder of the Notes;

(7) to conform the text of the Indenture or the Notes to any provision of this �Description of Notes� to the extent
that such provision in this �Description of Notes� was intended to be a verbatim recitation of a provision of the
Indenture or the Notes;

(8) to comply with any requirement of the SEC in connection with the qualification of the Indenture under the
Trust Indenture Act; or

(9) to make any amendment to the provisions of the Indenture relating to the transfer and legending of Notes;
provided, however, that (a) compliance with the Indenture as so amended would not result in Notes being
transferred in violation of the Securities Act or any other applicable securities law and (b) such amendment
does not materially and adversely affect the rights of Holders to transfer Notes.

The consent of the holders of the Notes is not necessary under the Indenture to approve the particular form of any
proposed amendment. It is sufficient if such consent approves the substance of the proposed amendment.

After an amendment under the Indenture governing Notes becomes effective, the Company shall be required to mail
or send to holders of the Notes a notice briefly describing such amendment. However, the failure to give such notice
to all holders of such Notes, or any defect therein, will not impair or affect the validity of the amendment.

Neither the Company nor any Affiliate of the Company may, directly or indirectly, pay or cause to be paid any
consideration, whether by way of interest, fee or otherwise, to any Holder for or as an inducement to any consent,
waiver or amendment of any of the terms or provisions of the Indenture or the Notes unless such consideration is
offered to all Holders of the Notes and is paid to all Holders of such Notes that so consent, waive or agree to amend in
the time frame set forth in the solicitation documents relating to such consent, waiver or agreement.

Transfer
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The Notes will be issued in registered form and will be transferable only upon the surrender of the Notes being
transferred for registration of transfer. We may require payment of a sum sufficient to cover any tax, assessment or
other governmental charge payable in connection with certain transfers and exchanges.
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Satisfaction and Discharge

When we (1) deliver to the Trustee all outstanding Notes for cancellation or (2) all outstanding Notes have become
due and payable, whether at maturity or on a redemption date as a result of the mailing or sending of notice of
redemption, and, in the case of clause (2), we irrevocably deposit with the Trustee funds sufficient to pay at maturity
or upon redemption all outstanding Notes, including interest thereon to maturity or such redemption date, and if in
either case we pay all other sums payable under the Indenture governing the Notes by us, then the Indenture shall,
subject to certain exceptions, cease to be of further effect with respect to all outstanding Notes.

Defeasance

At any time, we may terminate all our obligations under the Notes and the Indenture (�legal defeasance�), except for
certain obligations, including those respecting the defeasance trust and obligations to register the transfer or exchange
of the Notes, to replace mutilated, destroyed, lost or stolen Notes and to maintain a registrar and paying agent in
respect of the Notes.

In addition, at any time we may terminate our obligations under �� Change of Control� and under the covenants described
under �� Certain Covenants� (other than the covenant described under �� Merger and Consolidation�), the operation of the
cross acceleration provision, the bankruptcy provisions with respect to Subsidiary Guarantors and Significant
Subsidiaries and the judgment default provision described under �� Defaults� above and the limitations contained in
clause (3) of the first paragraph under �� Certain Covenants � Merger and Consolidation� above (�covenant defeasance�).

We may exercise our legal defeasance option notwithstanding our prior exercise of our covenant defeasance option. If
we exercise our legal defeasance option with respect to the Notes, payment of the Notes may not be accelerated
because of an Event of Default with respect thereto. If we exercise our covenant defeasance option with respect to the
Notes, payment of the Notes may not be accelerated because of an Event of Default specified in clause (1), (5),
(6) (with respect only to Significant Subsidiaries and Subsidiary Guarantors) or (7) under �� Defaults� above or because
of the failure of the Company to comply with clause (3) of the first paragraph under �� Certain Covenants � Merger and
Consolidation� above. If we exercise our legal defeasance option or our covenant defeasance option with respect to the
Notes, each Subsidiary Guarantor under the Indenture will be released from all of its obligations with respect to its
Subsidiary Guarantee in respect of the Notes.

In order to exercise either of our defeasance options with respect to the Notes, we must irrevocably deposit in trust
(the �defeasance trust�) with the Trustee money or U.S. Government Obligations for the payment of principal and
interest on the Notes to redemption or maturity, as the case may be, and must comply with certain other conditions,
including delivery to the Trustee of an Opinion of Counsel to the effect that holders of the Notes will not recognize
income, gain or loss for Federal income tax purposes as a result of such deposit and defeasance and will be subject to
Federal income tax on the same amounts and in the same manner and at the same times as would have been the case if
such deposit and defeasance had not occurred (and, in the case of legal defeasance only, such Opinion of Counsel
must be based on a ruling of the Internal Revenue Service or other change in applicable Federal income tax law).

Concerning the Trustee

Wells Fargo Bank, National Association is to be the Trustee under the Indenture and has been appointed by the
Company as Registrar and Paying Agent with regard to the Notes.

The Indenture contains certain limitations on the rights of the Trustee, should it become a creditor of the Company, to
obtain payment of claims in certain cases, or to realize on certain property received in
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respect of any such claim as security or otherwise. The Trustee will be permitted to engage in other transactions;
provided, however, if it acquires any conflicting interest, as defined in the Trust Indenture Act, it must either eliminate
such conflict within 90 days, apply to the SEC for permission to continue or resign.

The Holders of a majority in principal amount of the outstanding Notes will have the right to direct the time, method
and place of conducting any proceeding for exercising any remedy available to the Trustee in respect of the Notes,
subject to certain exceptions. If an Event of Default occurs (and is not cured or waived), the Trustee will be required,
in the exercise of its rights and powers vested in it by the Indenture, to use the degree of care of a prudent person in
the conduct of such person�s own affairs. Subject to such provisions, the Trustee will be under no obligation to exercise
any of its rights or powers under the Indenture at the request of any Holder of Notes, unless such Holder shall have
offered to the Trustee security and indemnity satisfactory to it against any loss, liability or expense and then only to
the extent required by the terms of the Indenture.

No Personal Liability of Directors, Officers, Employees and Stockholders

No director, officer, employee, incorporator or stockholder of the Company or any Subsidiary Guarantor will have any
liability for any obligations of the Company or any Subsidiary Guarantor under the Notes, any Subsidiary Guarantee
or the Indenture or for any claim based on, in respect of, by reason of such obligations or their creation. Each Holder
of the Notes by accepting a Note waives and releases all such liability. The waiver and release are part of the
consideration for issuance of the Notes. Such waiver and release may not be effective to waive liabilities under the
U.S. Federal securities laws, and it is the view of the SEC that such a waiver is against public policy.

Governing Law

The Indenture and the Notes will be governed by, and construed in accordance with, the laws of the State of New
York.

Certain Definitions

�Additional Assets� means:

(1) any property or assets used in a Related Business;

(2) the Capital Stock of a Person that becomes a Restricted Subsidiary as a result of the acquisition of such
Capital Stock by the Company or another Restricted Subsidiary; or

(3) Capital Stock constituting a minority interest in any Person that at such time is a Restricted Subsidiary;
provided, however, that any such Restricted Subsidiary described in clause (2) or (3) above is primarily engaged in a
Related Business.

�Affiliate� of any specified Person means any other Person, directly or indirectly, controlling or controlled by or under
direct or indirect common control with such specified Person. For the purposes of this definition, �control� when used
with respect to any Person means the power to direct the management and policies of such Person, directly or
indirectly, whether through the ownership of voting securities, by contract or otherwise; and the terms �controlling� and
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�controlled� have meanings correlative to the foregoing. No Person (other than the Company or any Subsidiary of the
Company) in whom a Receivables Entity makes an Investment in connection with a Qualified Receivables
Transaction will be deemed to be an Affiliate of the Company or any of its Subsidiaries solely by reason of such
Investment.
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�Asset Disposition� means any sale, lease, transfer or other disposition (or series of related sales, leases, transfers or
dispositions) by the Company or any Restricted Subsidiary, including any disposition by means of a merger,
consolidation or similar transaction (each referred to for the purposes of this definition as a �disposition�), of:

(1) any shares of Capital Stock of a Restricted Subsidiary (other than directors� qualifying shares or shares
required by applicable law to be held by a Person other than the Company or a Restricted Subsidiary);

(2) all or substantially all the assets of any division or line of business of the Company or any Restricted
Subsidiary; or

(3) any other assets of the Company or any Restricted Subsidiary outside of the ordinary course of business of
the Company or such Restricted Subsidiary (other than, in the case of clauses (1), (2) and (3) above,

(A) a disposition by a Restricted Subsidiary to the Company or by the Company or a Restricted Subsidiary
to a Restricted Subsidiary;

(B) for purposes of the covenant described under �� Certain Covenants � Limitation on Sales of Assets and
Subsidiary Stock� only, a disposition that constitutes a Restricted Payment (or would constitute a
Restricted Payment but for the exclusions from the definition thereof) that is not prohibited by the
covenant described under �� Certain Covenants � Limitation on Restricted Payments� or that constitutes a
Permitted Investment;

(C) a disposition of all or substantially all the assets of the Company in accordance with the covenant
described under �� Certain Covenants � Merger and Consolidation;�

(D) a disposition of Capital Stock or other assets with a Fair Market Value of less than or equal to $10
million;

(E) sales of damaged, worn-out or obsolete equipment or assets in the ordinary course of business that, in
the Company�s reasonable judgment, are no longer either used or useful in the business of the Company
or its Subsidiaries;

(F) the sale or discount, in each case without recourse, of accounts receivable arising in the ordinary
course of business, but only in connection with the compromise or collection thereof;

(G) sales of accounts receivable and related assets of the type specified in the definition of �Qualified
Receivables Transaction� to a Receivables Entity;
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(H) transfers of accounts receivable and related assets of the type specified in the definition of �Qualified
Receivables Transaction� (or a fractional undivided interest therein) by a Receivables Entity in a
Qualified Receivables Transaction;

(I) leases or subleases to third Persons in the ordinary course of business that do not interfere in any
material respect with the business of the Company or any of its Restricted Subsidiaries;

(J) a disposition of cash or Temporary Cash Investments; and

(K) the creation of a Lien (but not the sale or other disposition of the property subject to such Lien).
�Attributable Debt� in respect of a Sale/Leaseback Transaction means, as at the time of determination, the present value
(discounted at the interest rate implicit in the lease, compounded annually) of the total obligations of the lessee for
rental payments during the remaining term of the lease included in such Sale/Leaseback Transaction (including any
period for which such lease has been
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extended); provided, however, that if such Sale/Leaseback Transaction results in a Capital Lease Obligation, the
amount of Indebtedness represented thereby will be determined in accordance with the definition of �Capital Lease
Obligation.�

�Average Life� means, as of the date of determination, with respect to any Indebtedness, the quotient obtained by
dividing:

(1) the sum of the products of the numbers of years from the date of determination to the dates of each
successive scheduled principal payment of or redemption or similar payment with respect to such
Indebtedness multiplied by the amount of such payment by

(2) the sum of all such payments.
�Board of Directors� means the Board of Directors of the Company or any committee thereof duly authorized to act on
behalf of such Board.

�Business Day� means each day which is not a Legal Holiday.

�Capital Lease Obligation� means an obligation that is required to be classified and accounted for as a capital lease for
financial reporting purposes in accordance with GAAP, and the amount of Indebtedness represented by such
obligation shall be the capitalized amount of such obligation determined in accordance with GAAP; and the Stated
Maturity thereof shall be the date of the last payment of rent or any other amount due under such lease prior to the first
date upon which such lease may be terminated by the lessee without payment of a penalty. For purposes of the
covenant described under �� Certain Covenants � Limitation on Liens,� a Capital Lease Obligation will be deemed to be
secured by a Lien on the property being leased.

�Capital Markets Indebtedness� means any Indebtedness:

(1) in the form of, or represented by, bonds (other than surety bonds, indemnity bonds, performance bonds or
bonds of a similar nature) or other securities or any Guarantee thereof; and

(2) that is, or may be, quoted, listed or purchased and sold on any stock exchange, automated trading system or
over-the-counter or other securities market (including, without prejudice to the generality of the foregoing,
the market for securities eligible for resale pursuant to Rule 144A under the Securities Act).

�Capital Stock� of any Person means any and all shares, interests (including partnership interests), rights to purchase,
warrants, options, participations or other equivalents of or interests in (however designated) equity of such Person,
including any Preferred Stock, but excluding any debt securities convertible into such equity.

�Captive Insurance Subsidiary� means HCS, Ltd., a Cayman Islands entity, and any successor to it, and any other
Subsidiary formed for the purpose of facilitating self-insurance programs of the Company and its Subsidiaries.

�Code� means the Internal Revenue Code of 1986, as amended, and any applicable Treasury Regulations promulgated
thereunder.
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�Consolidated Amortization Expense� means, for any Person for any period, the amortization expense of such Person
and its Restricted Subsidiaries for such period (to the extent included in the computation of Consolidated Net Income
of such Person), determined on a consolidated basis in accordance with GAAP, excluding amortization expense
attributable to a prepaid item that was paid in cash in a prior period.
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�Consolidated Coverage Ratio� as of any date of determination means the ratio of (a) the aggregate amount of EBITDA
for the period of the most recent four consecutive fiscal quarters ending at least 45 days prior to the date of such
determination to (b) Consolidated Interest Expense for such four fiscal quarters; provided, however, that:

(1) if the Company or any Restricted Subsidiary has Incurred any Indebtedness since the beginning of such
period that remains outstanding or if the transaction giving rise to the need to calculate the Consolidated
Coverage Ratio is an Incurrence of Indebtedness, or both, EBITDA and Consolidated Interest Expense for
such period shall be calculated after giving effect on a pro forma basis to such Indebtedness (and the
application of the proceeds thereof) as if such Indebtedness had been Incurred on the first day of such period;

(2) if the Company or any Restricted Subsidiary has repaid, repurchased, defeased or otherwise discharged any
Indebtedness since the beginning of such period or if any Indebtedness is to be repaid, repurchased, defeased
or otherwise discharged (in each case other than Indebtedness Incurred under any revolving credit facility
unless such Indebtedness has been permanently repaid and has not been replaced) on the date of the
transaction giving rise to the need to calculate the Consolidated Coverage Ratio, EBITDA and Consolidated
Interest Expense for such period shall be calculated on a pro forma basis as if such discharge had occurred
on the first day of such period and as if the Company or such Restricted Subsidiary had not earned the
interest income actually earned during such period in respect of cash or Temporary Cash Investments used to
repay, repurchase, defease or otherwise discharge such Indebtedness;

(3) if since the beginning of such period the Company or any Restricted Subsidiary shall have made any Asset
Disposition, EBITDA for such period shall be reduced by an amount equal to EBITDA (if positive) directly
attributable to the assets which are the subject of such Asset Disposition for such period, or increased by an
amount equal to EBITDA (if negative), directly attributable thereto for such period and Consolidated Interest
Expense for such period shall be reduced by an amount equal to the Consolidated Interest Expense directly
attributable to any Indebtedness of the Company or any Restricted Subsidiary repaid, repurchased, defeased
or otherwise discharged with respect to the Company and its continuing Restricted Subsidiaries in
connection with such Asset Disposition for such period (or, if the Capital Stock of any Restricted Subsidiary
is sold, the Consolidated Interest Expense for such period directly attributable to the Indebtedness of such
Restricted Subsidiary to the extent the Company and its continuing Restricted Subsidiaries are no longer
liable for such Indebtedness after such sale);

(4) if since the beginning of such period the Company or any Restricted Subsidiary (by merger or otherwise)
shall have made an Investment in any Restricted Subsidiary (or any Person that becomes a Restricted
Subsidiary) or an acquisition of assets, including any acquisition of assets occurring in connection with a
transaction requiring a calculation to be made hereunder, that constitutes a hospital or other health
care-related business or all or substantially all of an operating unit of a business, EBITDA and Consolidated
Interest Expense for such period shall be calculated after giving pro forma effect thereto (including the
Incurrence of any Indebtedness) as if such Investment or acquisition had occurred on the first day of such
period; and

(5)
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if since the beginning of such period any Person (that subsequently became a Restricted Subsidiary or was
merged with or into the Company or any Restricted Subsidiary since the beginning of such period) shall
have made any Asset Disposition, any Investment or acquisition of assets that would have required an
adjustment pursuant to clause (3) or (4) above if made by the Company or a Restricted Subsidiary during
such period, EBITDA and Consolidated Interest Expense for such period shall be calculated after giving pro
forma effect thereto as if such Asset Disposition, Investment or acquisition had occurred on the first day of
such period.

For purposes of this definition, whenever pro forma effect is to be given to an acquisition of assets, the amount of
income or earnings relating thereto and the amount of Consolidated Interest Expense
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associated with any Indebtedness Incurred in connection therewith, the pro forma calculations shall be determined in
good faith by a responsible financial or accounting Officer of the Company (and shall include any applicable Pro
Forma Cost Savings). If any Indebtedness bears a floating rate of interest and is being given pro forma effect, the
interest on such Indebtedness shall be calculated as if the rate in effect on the date of determination had been the
applicable rate for the entire period (taking into account any Interest Rate Agreement applicable to such
Indebtedness).

If any Indebtedness is incurred under a revolving credit facility and is being given pro forma effect, the interest on
such Indebtedness shall be calculated based on the average daily balance of such Indebtedness for the four fiscal
quarters subject to the pro forma calculation to the extent that such Indebtedness was incurred solely for working
capital purposes.

�Consolidated Depreciation Expense� means, for any Person for any period, the depreciation expense of such Person
and its Restricted Subsidiaries for such period (to the extent included in the computation of Consolidated Net Income
of such Person), determined on a consolidated basis in accordance with GAAP.

�Consolidated Income Tax Expense� means, for any Person for any period, the provision for taxes based on income and
profits of such Person and its Restricted Subsidiaries to the extent such provision for income taxes was deducted in
computing Consolidated Net Income of such Person for such period, determined on a consolidated basis in accordance
with GAAP.

�Consolidated Interest Expense� means, for any period, the total interest expense of the Company and its consolidated
Restricted Subsidiaries, net of interest income of the Company and its consolidated Restricted Subsidiaries (other than
interest income of any Captive Insurance Subsidiary that is a Restricted Subsidiary), plus, to the extent not included in
the calculation of total interest expense, and to the extent incurred by the Company or its Restricted Subsidiaries,
without duplication:

(1) interest expense attributable to Capital Lease Obligations;

(2) amortization of debt discount;

(3) capitalized interest;

(4) non-cash interest expense;

(5) commissions, discounts and other fees and charges owed with respect to letters of credit and bankers�
acceptance financing;

(6) net payments made or received pursuant to Hedging Obligations;
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(7) dividends accrued in respect of all Disqualified Stock of the Company and all Preferred Stock of any
Restricted Subsidiary, in each case held by Persons other than the Company or a Wholly Owned Subsidiary
(other than dividends payable solely in Capital Stock (other than Disqualified Stock) of the Company);
provided, however, that such dividends will be multiplied by a fraction the numerator of which is one and the
denominator of which is one minus the effective combined tax rate of the issuer of such Preferred Stock
(expressed as a decimal) for such period (as estimated by the chief financial officer of the Company in good
faith);

(8) interest accruing on any Indebtedness of any other Person to the extent such Indebtedness is Guaranteed by
(or secured by the assets of) the Company or any Restricted Subsidiary; and

(9) the cash contributions to any employee stock ownership plan or similar trust to the extent such contributions
are used by such plan or trust to pay interest or fees to any Person (other than the Company) in connection
with Indebtedness Incurred by such plan or trust.
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�Consolidated Net Income� means, for any period, the net income of the Company and its consolidated Subsidiaries;
provided, however, that there shall not be included in such Consolidated Net Income:

(1) any net income if any Person (other than the Company) if such Person is not a Restricted Subsidiary, except
that:

(A) subject to the exclusion contained in clause (4) below, the Company�s equity in the net income of any
such Person for such period shall be included in such Consolidated Net Income up to the aggregate
amount of cash actually distributed by such Person during such period to the Company or a Restricted
Subsidiary as a dividend or other distribution (subject, in the case of a dividend or other distribution
paid to a Restricted Subsidiary, to the limitations contained in clause (3) below); and

(B) the Company�s equity in a net loss of any such Person for such period shall be included in determining
such Consolidated Net Income to the extent such loss has been funded with cash from the Company or
a Restricted Subsidiary;

(2) any net income (or loss) of any Person acquired by the Company or a Subsidiary in a pooling of interests
transaction (or any transaction accounted for in a manner similar to a pooling of interests) for any period
prior to the date of such acquisition;

(3) any net income of any Restricted Subsidiary if such Restricted Subsidiary is subject to restrictions, directly
or indirectly, on the payment of dividends or the making of distributions by such Restricted Subsidiary,
directly or indirectly, to the Company, except that:

(A) subject to the exclusion contained in clause (4) below, the Company�s equity in the net income of any
such Restricted Subsidiary for such period shall be included in such Consolidated Net Income up to the
aggregate amount of cash that could have been distributed by such Restricted Subsidiary during such
period to the Company or another Restricted Subsidiary as a dividend or other distribution (subject, in
the case of a dividend or other distribution paid to another Restricted Subsidiary, to the limitation
contained in this clause); and

(B) the Company�s equity in a net loss of any such Restricted Subsidiary for such period shall be included
in determining such Consolidated Net Income;

(4) any gain (or loss) realized upon the sale or other disposition of any assets of the Company, its consolidated
Subsidiaries or any other Person (including pursuant to any sale-and-leaseback arrangement) which is not
sold or otherwise disposed of in the ordinary course of business and any gain (or loss) realized upon the sale
or other disposition of any Capital Stock of any Person;
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(5) any net income or net losses from discontinued operations;

(6) extraordinary gains or losses; and

(7) the cumulative effect of a change in accounting principles,
in each case, for such period. Notwithstanding the foregoing, for the purposes of the covenant described under ��
Certain Covenants � Limitation on Restricted Payments� only, there shall be excluded from Consolidated Net Income
any repurchases, repayments or redemptions of Investments, proceeds realized on the sale of Investments or return of
capital to the Company or a Restricted Subsidiary to the extent such repurchases, repayments, redemptions, proceeds
or returns increase the amount of Restricted Payments permitted under such covenant pursuant to clause (a)(3)(D) or
(a)(3)(E) thereof.

�Consolidated Secured Debt Ratio� as of any date of determination, means the ratio of (a) Indebtedness of the Company
and its Restricted Subsidiaries, determined on a consolidated basis, secured by Liens, to (b) the aggregate amount of
EBITDA for the period of the most recent four
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consecutive fiscal quarters ending at least 45 days prior to the date of such determination, in each case with such pro
forma adjustments to consolidated total Indebtedness and EBITDA as are appropriate and consistent with the pro
forma adjustment provisions set forth in the definition of �Consolidated Coverage Ratio.�

�Consolidated Tangible Assets� as of any date means the total assets of the Company and its Restricted Subsidiaries
(excluding any assets that would be classified as �intangible assets� under GAAP) on a consolidated basis at such date,
as determined in accordance with GAAP, less (i) all write-ups subsequent to the Issue Date in the book value of any
asset owned by the Company or any of its Restricted Subsidiaries and (ii) Investments in and assets of Unrestricted
Subsidiaries.

�Consolidated Total Indebtedness� of any Person as of any date means (a) all Indebtedness (including Capital Lease
Obligations but excluding (i) Hedging Obligations and (ii) to the extent they constitute Indebtedness, contingent
reimbursement obligations in respect of undrawn amounts of letters of credit) minus (b) the aggregate amount of cash
and cash equivalents of such Person and its Subsidiaries (other than Restricted Cash and Cash Equivalents) as of such
date in an amount not to exceed $75 million.

�Convertible Preferred Stock� means the Company�s Series A Convertible Perpetual Preferred Stock issued and
outstanding on the Issue Date.

�Credit Agreement� means the Credit Agreement dated as of March 10, 2006, as amended as of August 10, 2012, by and
among the Company, as borrower, JPMorgan Chase Bank, N.A., as administrative agent and the other lenders and
agents party thereto from time to time, together with the related documents thereto (including the term loans and
revolving loans thereunder, any guarantees and security documents), as amended, extended, renewed, restated,
supplemented or otherwise modified (in whole or in part, and without limitation as to amount, terms, conditions,
covenants and other provisions) from time to time, and any agreement (and related document) governing Indebtedness
incurred to Refinance, in whole or in part, the borrowings and commitments then outstanding or permitted to be
outstanding under such Credit Agreement or a successor Credit Agreement, whether by the same or any other lender
or group of lenders (including by means of sales of debt securities to institutional investors).

�Currency Agreement� means any foreign exchange contract, currency swap agreement or other similar agreement with
respect to currency values.

�Default� means any event which is, or after notice or passage of time or both would be, an Event of Default.

�Designated Noncash Consideration� means noncash consideration received by the Company or one of its Restricted
Subsidiaries in connection with an Asset Disposition that is designated by the Company as Designated Noncash
Consideration, less the amount of cash or cash equivalents received in connection with a subsequent sale of such
Designated Noncash Consideration, which cash and cash equivalents shall be considered Net Available Cash received
as of such date and shall be applied pursuant to the covenant described under �Certain Covenants � Limitation on Sales
of Assets and Subsidiary Stock.�

�Disqualified Stock� means, with respect to any Person, any Capital Stock that by its terms (or by the terms of any
security into which it is convertible or for which it is exchangeable at the option of the holder) or upon the happening
of any event:

(1)
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S-45

Edgar Filing: Continental Medical Systems, Inc. - Form 424B2

Table of Contents 94



Table of Contents

(2) is convertible or exchangeable at the option of the holder for Indebtedness or Disqualified Stock; or

(3) is mandatorily redeemable or must be purchased upon the occurrence of certain events or otherwise, in
whole or in part;

in each case on or prior to the date that is 91 days after the Stated Maturity of the Notes; provided, however, that any
Capital Stock that would not constitute Disqualified Stock but for provisions thereof giving holders thereof the right to
require such Person to purchase or redeem such Capital Stock upon the occurrence of an �asset sale� or �change of
control� occurring prior to the date that is 91 days after the Stated Maturity of the Notes shall not constitute
Disqualified Stock if the �asset sale� or �change of control� provisions applicable to such Capital Stock are not more
favorable to the holders of such Capital Stock than the terms applicable to the Notes and described under �� Certain
Covenants � Limitation on Sales of Assets and Subsidiary Stock� and �� Certain Covenants � Change of Control.�

The amount of any Disqualified Stock that does not have a fixed redemption, repayment or repurchase price will be
calculated in accordance with the terms of such Disqualified Stock as if such Disqualified Stock were redeemed,
repaid or repurchased on any date on which the amount of such Disqualified Stock is to be determined pursuant to the
Indenture; provided, however, that if such Disqualified Stock could not be required to be redeemed, repaid or
repurchased at the time of such determination, the redemption, repayment or repurchase price will be the book value
of such Disqualified Stock as reflected in the most recent financial statements of such Person. The Convertible
Preferred Stock, based on the terms thereof in effect on the Issue Date, is not Disqualified Stock.

�EBITDA� of any Person for any period means Consolidated Net Income of such Person for such period plus, without
duplication, the sum for such Person of the following to the extent deducted in calculating Consolidated Net Income
for such period:

(1) Consolidated Income Tax Expense,

(2) Consolidated Depreciation Expense,

(3) Consolidated Amortization Expense,

(4) Consolidated Interest Expense,

(5) all other non-cash items or non-recurring non-cash items reducing Consolidated Net Income of such Person
and its Subsidiaries, determined on a consolidated basis in accordance with GAAP (including non-cash
charges incurred as a result of the application of FASB Accounting Standard Codification 718,
Compensation � Stock Compensation); provided that cash expenditures made in respect of items to which the
charges referred to in this clause (5) relate in an aggregate amount in excess of $10 million for any period of
four consecutive fiscal quarters shall be deducted in determining EBITDA for the period during which such
expenditures are made,
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(6) any restructuring charges in respect of legal fees associated with the government, class action and
shareholder derivative litigation described in the Company�s Report on Form 10-K for the fiscal year ended
December 31, 2009,

(7) fees, costs and expenses related to this offering and the other Refinancing Transactions,

(8) any losses from discontinued operations and closed locations, and

(9) costs and expenses related to the settlement of the Shareholder Litigation.
in each case determined on a consolidated basis in accordance with GAAP, less all unusual non-cash items or
non-recurring non-cash items to the extent increasing Consolidated Net Income of such Person
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and its Subsidiaries, determined on a consolidated basis in accordance with GAAP, in each case for such period.
Notwithstanding the foregoing, the provision for taxes based on the income or profits of, and the depreciation and
amortization and non-cash charges of, a Restricted Subsidiary shall be added to Consolidated Net Income to compute
EBITDA only to the extent (and in the same proportion, including by reason of minority interests) that the net income
or loss of such Restricted Subsidiary was included in calculating Consolidated Net Income and only if a corresponding
amount would be permitted at the date of determination to be dividended to the Company by such Restricted
Subsidiary without prior approval (that has not been obtained), pursuant to the terms of its charter and all agreements,
instruments, judgments, decrees, orders, statutes, rules and governmental regulations applicable to such Restricted
Subsidiary or its stockholders.

�Equity Offering� means any public or private sale of Capital Stock (other than Disqualified Stock) of the Company,
other than public offerings with respect to the Company�s common stock registered on Form S-8 under the Securities
Act and other than issuances to any Subsidiary of the Company.

�Exchange Act� means the U.S. Securities Exchange Act of 1934, as amended.

�Fair Market Value� means, with respect to any asset or property, the price that could be negotiated in an arm�s-length,
free market transaction, for cash, between a willing and able buyer and an unaffiliated willing seller, neither of whom
is under undue pressure or compulsion to complete the transaction, as such price is determined in good faith by (1) the
Chief Financial Officer, the Treasurer or the Chief Accounting Officer of the Company (unless otherwise provided in
the Indenture) for transactions valued at, or below, $10 million, or (2) the Board of Directors of the Company (unless
otherwise provided in the Indenture) for transactions valued in excess of $10 million.

�GAAP� means generally accepted accounting principles in the United States of America as in effect as the Issue Date,
including those set forth in:

(1) the opinions and pronouncements of the Accounting Principles Board of the American Institute of Certified
Public Accountants;

(2) statements and pronouncements of the Financial Accounting Standards Board;

(3) such other statements by such other entity as approved by a significant segment of the accounting profession;
and

(4) the rules and regulations of the SEC governing the inclusion of financial statements (including pro forma
financial statements) in periodic reports required to be filed pursuant to Section 13 of the Exchange Act,
including opinions and pronouncements in staff accounting bulletins and similar written statements from the
accounting staff of the SEC.

�Guarantee� means any obligation, contingent or otherwise, of any Person directly or indirectly guaranteeing any
Indebtedness of any Person and any obligation, direct or indirect, contingent or otherwise, of such Person:
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(1) to purchase or pay (or advance or supply funds for the purchase or payment of) such Indebtedness of such
Person (whether arising by virtue of partnership arrangements, or by agreements to keep-well, to purchase
assets, goods, securities or services, to take-or-pay or to maintain financial statement conditions or
otherwise); or

(2) entered into for the purpose of assuring in any other manner the obligee of such Indebtedness of the payment
thereof or to protect such obligee against loss in respect thereof (in whole or in part);

provided, however, that the term �Guarantee� shall not include endorsements for collection or deposit in the ordinary
course of business. The term �Guarantee� used as a verb has a corresponding meaning.
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�Guaranty Agreement� means an agreement, in substantially the form of an exhibit to the Indenture or another form
satisfactory to the Trustee, pursuant to which a Subsidiary Guarantor guarantees the Company�s obligations with
respect to the Notes on the terms provided for in the Indenture.

�Hedging Obligations� of any Person means the obligations of such Person pursuant to any Interest Rate Agreement or
Currency Agreement.

�Holder� or �Noteholder� means the Person in whose name a Note is registered on the Registrar�s books.

�Incur� means issue, assume, Guarantee, incur or otherwise become liable for; provided, however, that any Indebtedness
of a Person existing at the time such Person becomes a Restricted Subsidiary (whether by merger, consolidation,
acquisition or otherwise) shall be deemed to be Incurred by such Person at the time it becomes a Restricted
Subsidiary. The term �Incurrence� when used as a noun shall have a correlative meaning. Solely for purposes of
determining compliance with �� Certain Covenants � Limitation on Indebtedness�:

(1) amortization of debt discount or the accretion of principal with respect to a non-interest bearing or other
discount security;

(2) the payment of regularly scheduled interest in the form of additional Indebtedness of the same instrument or
the payment of regularly scheduled dividends on Capital Stock in the form of additional Capital Stock of the
same class and with the same terms; and

(3) the obligation to pay a premium in respect of Indebtedness arising in connection with the issuance
of a notice of redemption or making of a mandatory offer to purchase such Indebtedness

will not be deemed to be the Incurrence of Indebtedness.

�Indebtedness� means, with respect to any Person on any date of determination (without duplication):

(1) the principal in respect of (A) indebtedness of such Person for money borrowed and (B) indebtedness
evidenced by notes, debentures, bonds or other similar instruments for the payment of which such Person is
responsible or liable, including, in each case, any premium on such indebtedness to the extent such premium
has become due and payable;

(2) all Capital Lease Obligations of such Person and all Attributable Debt in respect of Sale/Leaseback
Transactions entered into by such Person;

(3) all obligations of such Person issued or assumed as the deferred purchase price of property, all conditional
sale obligations of such Person and all obligations of such Person under any title retention agreement (but
excluding any accounts payable or other liability to trade creditors arising in the ordinary course of
business);
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(4) all obligations of such Person for the reimbursement of any obligor on any letter of credit, bankers�
acceptance or similar credit transaction (other than obligations with respect to letters of credit securing
obligations (other than obligations described in clauses (1) through (3) above) entered into in the ordinary
course of business of such Person to the extent such letters of credit are not drawn upon or, if and to the
extent drawn upon, such drawing is reimbursed no later than the tenth Business Day following payment on
the letter of credit);

(5) the amount of all obligations of such Person with respect to the redemption, repayment or other repurchase
of any Disqualified Stock of such Person or, with respect to any Preferred Stock of
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any Subsidiary of such Person, the principal amount of such Preferred Stock to be determined in accordance
with the Indenture (but excluding, in each case, any accrued dividends);

(6) all obligations of the type referred to in clauses (1) through (5) of other Persons and all dividends of other
Persons for the payment of which, in either case, such Person is responsible or liable, directly or indirectly,
as obligor, guarantor or otherwise, including by means of any Guarantee;

(7) all obligations of the type referred to in clauses (1) through (6) of other Persons secured by any Lien on any
property or asset of such Person (whether or not such obligation is assumed by such Person), the amount of
such obligation being deemed to be the lesser of the Fair Market Value of such property or assets and the
amount of the obligation so secured; and

(8) to the extent not otherwise included in this definition, Hedging Obligations of such Person.
Notwithstanding the foregoing, in connection with the purchase by the Company or any Restricted Subsidiary of any
business, the term �Indebtedness� will exclude indemnification, purchase price adjustment, holdback and contingency
payment obligations to which the seller may become entitled to the extent such payment is determined by a final
closing balance sheet or such payment depends on the performance of such business after the closing; provided,
however, that, at the time of closing, the amount of any such payment is not determinable and, to the extent such
payment thereafter becomes fixed and determined, the amount is paid within 60 days thereafter.

The amount of Indebtedness of any Person at any date shall be the outstanding balance at such date of all obligations
as described above; provided, however, that in the case of Indebtedness sold at a discount, the amount of such
Indebtedness at any time will be the accreted value thereof at such time.

�Independent Qualified Party� means an investment banking firm, accounting firm or appraisal firm of national
standing; provided, however, that such firm is not an Affiliate of the Company.

�Interest Rate Agreement� means any interest rate swap agreement, interest rate cap agreement or other financial
agreement or arrangement with respect to exposure to interest rates.

�Investment� in any Person means any direct or indirect advance, loan (other than advances to customers in the ordinary
course of business that are recorded as accounts receivable on the balance sheet of the lender) or other extensions of
credit (including by way of Guarantee or similar arrangement) or capital contribution to (by means of any transfer of
cash or other property to others or any payment for property or services for the account or use of others), or any
purchase or acquisition of Capital Stock, Indebtedness or other similar instruments issued by such Person. If the
Company or any Restricted Subsidiary issues, sells or otherwise disposes of any Capital Stock of a Person that is a
Restricted Subsidiary such that, after giving effect thereto, such Person is no longer a Restricted Subsidiary, any
Investment by the Company or any Restricted Subsidiary in such Person remaining after giving effect thereto will be
deemed to be a new Investment at such time. The acquisition by the Company or any Restricted Subsidiary of a
Person that holds an Investment in a third Person will be deemed to be an Investment by the Company or such
Restricted Subsidiary in such third Person at such time. Except as otherwise provided for herein, the amount of an
Investment shall be its Fair Market Value at the time the Investment is made and without giving effect to subsequent
changes in value.
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For purposes of the definition of �Unrestricted Subsidiary,� the definition of �Restricted Payment� and the covenant
described under �� Certain Covenants � Limitation on Restricted Payments�:

(1) �Investment� shall include the portion (proportionate to the Company�s equity interest in such Subsidiary) of
the Fair Market Value of the net assets of any Subsidiary of the Company at the time that such Subsidiary is
designated an Unrestricted Subsidiary; provided, however, that upon
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a redesignation of such Subsidiary as a Restricted Subsidiary, the Company shall be deemed to continue to
have a permanent �Investment� in an Unrestricted Subsidiary equal to an amount (if positive) equal to (A) the
Company�s �Investment� in such Subsidiary at the time of such redesignation less (B) the portion
(proportionate to the Company�s equity interest in such Subsidiary) of the Fair Market Value of the net assets
of such Subsidiary at the time of such redesignation; and

(2) any property transferred to or from an Unrestricted Subsidiary shall be valued at its Fair Market Value at the
time of such transfer.

�Issue Date� means March 12, 2015.

�Legal Holiday� means a Saturday, a Sunday or a day on which banking institutions are not required to be open in the
State of New York.

�Leverage Ratio� means, at any date, the ratio of (a) Consolidated Total Indebtedness of the Company and its Restricted
Subsidiaries on such date to (b) EBITDA of the Company and its Restricted Subsidiaries for the period of four
consecutive fiscal quarters ending at least 45 days prior to such date, in each case with such pro forma adjustments as
are appropriate and consistent with the pro forma adjustment provisions set forth in the definition of �Consolidated
Coverage Ratio.�

�Lien� means any mortgage, pledge, security interest, encumbrance, lien or charge of any kind (including any
conditional sale or other title retention agreement or lease in the nature thereof).

�Moody�s� means Moody�s Investors Service, Inc. and any successor to its rating agency business.

�Net Available Cash� from an Asset Disposition means cash payments received therefrom (including any cash payments
received by way of deferred payment of principal pursuant to a note or installment receivable or otherwise and
proceeds from the sale or other disposition of any securities received as consideration, but only as and when received,
but excluding any other consideration received in the form of assumption by the acquiring Person of Indebtedness or
other obligations relating to such properties or assets or received in any other non-cash form), in each case net of:

(1) all legal, title and recording tax expenses, commissions and other fees and expenses incurred (including
legal, accounting and investment banking fees and commissions), and all Federal, state, provincial, foreign
and local taxes required to be accrued as a liability under GAAP, as a consequence of such Asset
Disposition;

(2) all payments made on any Indebtedness which is secured by any assets subject to such Asset Disposition, in
accordance with the terms of any Lien upon or other security agreement of any kind with respect to such
assets, or which must by its terms, or in order to obtain a necessary consent to such Asset Disposition, or by
applicable law, be repaid out of the proceeds from such Asset Disposition;

(3) all distributions and other payments required to be made to minority interest holders in Restricted
Subsidiaries as a result of such Asset Disposition;
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(4) the deduction of appropriate amounts provided by the seller as a reserve, in accordance with GAAP, against
any liabilities associated with the property or other assets disposed in such Asset Disposition and retained by
the Company or any Restricted Subsidiary after such Asset Disposition; and

(5) any portion of the purchase price from an Asset Disposition placed in escrow, whether as a reserve for
adjustment of the purchase price, for satisfaction of indemnities in respect of such Asset Disposition or
otherwise in connection with that Asset Disposition; provided, however,
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that upon the termination of that escrow, Net Available Cash will be increased by any portion of funds in the
escrow that are released to the Company or any Restricted Subsidiary.

�Net Cash Proceeds,� with respect to any issuance or sale of Capital Stock or Indebtedness, means the cash proceeds of
such issuance or sale net of attorneys� fees, accountants� fees, underwriters� or placement agents� fees, discounts or
commissions and brokerage, consultant and other fees actually incurred in connection with such issuance or sale and
net of taxes paid or payable as a result thereof.

�Obligations � means, with respect to any Indebtedness, all obligations for principal, premium, interest, penalties, fees,
indemnifications, reimbursements, and other amounts payable pursuant to the documentation governing such
Indebtedness.

�Officer� means the Chairman of the Board, the Chief Executive Officer, the President, the Chief Financial Officer, any
Vice President, the Treasurer or the Secretary of the Company.

�Officers� Certificate� means a certificate signed by two Officers.

�Opinion of Counsel� means a written opinion from legal counsel who is acceptable to the Trustee. The counsel may be
an employee of or counsel to the Company or the Trustee.

�Permitted Investment� means an Investment by the Company or any Restricted Subsidiary in:

(1) the Company, a Restricted Subsidiary or a Person that will, upon the making of such Investment, become a
Restricted Subsidiary; provided, however, that the primary business of such Restricted Subsidiary is a
Related Business;

(2) another Person if, as a result of such Investment, such other Person is merged or consolidated with or into, or
transfers or conveys all or substantially all its assets to, the Company or Restricted Subsidiary; provided,
however, that such Person�s primary business is a Related Business;

(3) cash and Temporary Cash Investments;

(4) receivables owing to the Company or any Restricted Subsidiary if created or acquired in the ordinary course
of business and payable or dischargeable in accordance with customary trade terms; provided, however, that
such trade terms may include such concessionary trade terms as the Company or any such Restricted
Subsidiary deems reasonable under the circumstances;

(5) payroll, travel and similar advances to cover matters that are expected at the time of such advances
ultimately to be treated as expenses for accounting purposes and that are made in the ordinary course of
business;

(6)
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loans or advances to officers, directors and employees made in the ordinary course of business of the
Company or such Restricted Subsidiary;

(7) stock, obligations or securities received in settlement of debts created in the ordinary course of business and
owing to the Company or any Restricted Subsidiary or in satisfaction of judgments;

(8) any Person to the extent such Investment represents the non-cash portion of the consideration received for
(A) an Asset Disposition as permitted pursuant to the covenant described under �� Certain Covenants �
Limitation on Sales of Assets and Subsidiary Stock� or (B) a disposition of assets not constituting an Asset
Disposition;

(9) any Person where such Investment was acquired by the Company or any of its Restricted Subsidiaries (A) in
exchange for any other Investment or accounts receivable held by the
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Company or any such Restricted Subsidiary in connection with or as a result of a bankruptcy, workout,
reorganization or recapitalization of the issuer of such other Investment or accounts receivable or (B) as a
result of a foreclosure by the Company or any of its Restricted Subsidiaries with respect to any secured
Investment or other transfer of title with respect to any secured Investment in default;

(10) any Person to the extent such Investments consist of prepaid expenses, negotiable instruments held for
collection and lease, utility and workers� compensation, performance and other similar deposits made in the
ordinary course of business by the Company or any Restricted Subsidiary;

(11) any Person to the extent such Investments consist of Hedging Obligations otherwise permitted under the
covenant described under �� Certain Covenants � Limitation on Indebtedness;�

(12) any Person to the extent such Investment exists on the Issue Date, and any extension, modification or
renewal of any such Investments existing on the Issue Date, but only to the extent not involving additional
advances, contributions or other Investments of cash or other assets or other increases thereof (other than as
a result of the accrual or accretion of interest or original issue discount or the issuance of pay-in-kind
securities, in each case, pursuant to the terms of such Investment as in effect on the Issue Date);

(13) Investments made by the Captive Insurance Subsidiary in the ordinary course of business and in accordance
with applicable law;

(14) a Receivables Entity, or any Investment by a Receivables Entity in any other Person in connection with a
Qualified Receivables Transaction, including Investments of funds held in accounts permitted or required by
the arrangements governing such Qualified Receivables Transaction or any related Indebtedness; provided,
however, that any Investment in a Receivables Entity is in the form of a purchase money note, contribution
of additional receivables or an equity interest; or

(15) Persons to the extent such Investments, when taken together with all other Investments made pursuant to this
clause (15) and outstanding on the date such Investment is made, do not exceed 10% of Consolidated
Tangible Assets, as determined based on the consolidated balance sheet of the Company as of the end of the
most recent fiscal quarter ending at least 45 days prior thereto.

�Permitted Liens� means, with respect to any Person:

(1) pledges or deposits by such Person under worker�s compensation laws, unemployment insurance laws or
similar legislation, or good faith deposits in connection with bids, tenders, contracts (other than for the
payment of Indebtedness) or leases to which such Person is a party, or deposits to secure public or statutory
obligations of such Person or deposits of cash or United States government bonds to secure surety or appeal
bonds to which such Person is a party, performance bonds or obligations of a like nature or deposits as
security for contested taxes or import duties or for the payment of rent, in each case Incurred in the ordinary
course of business;
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(2) Liens imposed by law, such as carriers�, warehousemen�s and mechanics� Liens, in each case for sums not yet
due or being contested in good faith by appropriate proceedings or other Liens arising out of judgments or
awards against such Person with respect to which such Person shall then be proceeding with an appeal or
other proceedings for review and Liens arising solely by virtue of any statutory or common law provision
relating to banker�s Liens, rights of set-off or similar rights and remedies as to deposit accounts or other funds
maintained with a creditor depository institution; provided, however, that (A) such deposit account is not a
dedicated cash collateral account and is not subject to restrictions against access by the Company in excess
of those set forth by regulations promulgated by the Federal Reserve Board and (B) such deposit
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account is not intended by the Company or any Restricted Subsidiary to provide collateral to the depository
institution;

(3) Liens for taxes, assessments or other governmental charges or claims, in each case not yet subject to
penalties for nonpayment or which are being contested in good faith by appropriate proceedings;

(4) Liens in favor of issuers of surety bonds or letters of credit issued pursuant to the request of and for the
account of such Person in the ordinary course of its business; provided, however, that such letters of credit
do not constitute Indebtedness;

(5) minor survey exceptions, minor encumbrances, easements or reservations of, or rights of others for, licenses,
rights-of-way, sewers, electric lines, telegraph and telephone lines and other similar purposes, or zoning or
other restrictions as to the use of real property or Liens incidental to the conduct of the business of such
Person or to the ownership of its properties which were not Incurred in connection with Indebtedness and
which do not in the aggregate materially adversely affect the value of said properties or materially impair
their use in the operation of the business of such Person;

(6) Liens securing Indebtedness Incurred to finance the construction, purchase or lease of, or repairs,
improvements or additions to, property, plant or equipment of such Person; provided, however, that the Lien
may not extend to any other property owned by such Person or any of its Restricted Subsidiaries at the time
the Lien is Incurred (other than assets and property affixed or appurtenant thereto), and the Indebtedness
(other than any interest thereon) secured by the Lien may not be Incurred more than 180 days after the later
of the acquisition, completion of construction, repair, improvement, addition or commencement of full
operation of the property subject to the Lien;

(7) Liens to secure Indebtedness permitted pursuant to clause (b)(1) under �� Certain Covenants � Limitation on
Indebtedness;� provided, however, that if (x) on the date the secured Indebtedness is Incurred, and after giving
pro forma effect to the Incurrence thereof, the Incurrence of such Indebtedness would result in the
Consolidated Secured Debt Ratio exceeding 3.75 to 1.0, as determined based on the consolidated balance
sheet of the Company as of the end of the most recent fiscal quarter ending at least 45 days prior thereto,
then (y) the total amount of Indebtedness that may be secured pursuant to this clause (7) shall not exceed the
greater of (i) the maximum amount of Indebtedness that could be Incurred on such date without such ratio
being so exceeded and (ii) an amount equal to the maximum amount of Indebtedness that could then be
incurred pursuant to clause (b)(1) under �� Certain Covenants � Limitation on Indebtedness,� less the amount of
Indebtedness secured by Liens Incurred pursuant to clause (18) below and outstanding on such date;

(8) Liens existing on the Issue Date (other than Liens referred to in the foregoing clause (7));

(9) Liens on property or shares of Capital Stock of another Person at the time such other Person becomes a
Subsidiary of such Person; provided, however, that the Liens may not extend to any other property owned by
such Person or any of its Restricted Subsidiaries (other than assets and property affixed or appurtenant
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(10) Liens on property at the time such Person or any of its Subsidiaries acquires the property, including any
acquisition by means of a merger or consolidation with or into such Person or a Subsidiary of such Person;
provided, however, that the Liens may not extend to any other property owned by such Person or any of its
Restricted Subsidiaries (other than assets and property affixed or appurtenant thereto);

(11) Liens securing Indebtedness or other obligations of a Subsidiary of such Person owing to such Person or a
Wholly Owned Subsidiary of such Person;
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(12) Liens securing Hedging Obligations so long as such Hedging Obligations are permitted to be Incurred under
the Indenture;

(13) any Lien on accounts receivable and related assets of the types specified in the definition of �Qualified
Receivables Transaction� incurred in connection with a Qualified Receivables Transaction;

(14) Liens in favor of the Company or the Subsidiary Guarantors;

(15) leases, subleases, licenses or sublicenses granted to third parties entered into in the ordinary course of
business which do not materially interfere with the conduct of the business of the Company and the
Restricted Subsidiaries and which do not secure any Indebtedness;

(16) Liens securing judgments, decrees, orders or awards for the payment of money not constituting an Event of
Default in respect of which the Company shall in good faith be prosecuting an appeal or proceedings for
review, which appeal or proceedings shall not have been finally terminated, or in respect of which the period
within which such appeal or proceedings may be initiated shall not have expired;

(17) Liens to secure any Refinancing (or successive Refinancings) as a whole, or in part, of any Indebtedness
secured by any Lien referred to in the foregoing clause (6), (8), (9) or (10); provided, however, that:

(A) such new Lien shall be limited to all or part of the same property and assets that secured or, under the
written agreements pursuant to which the original Lien arose, could secure the original Indebtedness
(plus improvements and accessions to, such property or proceeds or distributions thereof); and

(B) the Indebtedness secured by such Lien at such time is not increased to any amount greater than the sum
of (i) the outstanding principal amount or, if greater, committed amount of the Indebtedness described
under clause (6), (8), (9) or (10) at the time the original Lien became a Permitted Lien and (ii) an
amount necessary to pay any fees and expenses, including premiums, related to such refinancing,
refunding, extension, renewal or replacement;

(18) other Liens securing Indebtedness (other than Subordinated Obligations) to the extent the Incurrence of such
Indebtedness, when taken together with all other Indebtedness secured by Liens Incurred pursuant to this
clause (18) and outstanding on the date such other Lien is Incurred, and after giving pro forma effect to the
Incurrence of such Indebtedness, would not result in the Consolidated Secured Debt Ratio exceeding 3.75 to
1.0, as determined based on the consolidated balance sheet of the Company as of the end of the most recent
fiscal quarter ending at least 45 days prior thereto; provided, however, notwithstanding whether this clause
(18) would then be available to secure Indebtedness, any Lien securing Indebtedness originally secured
pursuant to this clause (18) may secure Refinancing Indebtedness in respect of such Indebtedness, as long as
such Lien does not extend to any property other than all or part of the same property and assets that secured
or, under the written agreements pursuant to which such original Lien arose, could have secured the original
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Indebtedness (plus improvements and accesssions to, such property or proceeds or distributions thereof), and
such Refinancing Indebtedness shall be deemed to have been secured pursuant to this clause (18); and

(19) other Liens securing Indebtedness; provided that the aggregate principal amount of Indebtedness secured by
such Liens shall not exceed the greater of (A) $100 million and (B) 3.0% of Consolidated Tangible Assets,
as determined based on the consolidated balance sheet of the Company as of the end of the most recent fiscal
quarter ending at least 45 days prior thereto (as of the date of granting such Liens and after giving pro forma
effect to the Incurrence of such Indebtedness and the application of the net proceeds thereof).
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Notwithstanding the foregoing, �Permitted Liens� will not include any Lien described in clause (6), (9) or (10) above to
the extent such Lien applies to any Additional Assets acquired directly or indirectly from Net Available Cash pursuant
to the covenant described under �� Certain Covenants � Limitation on Sale of Assets and Subsidiary Stock.� For purposes
of this definition, the term �Indebtedness� shall be deemed to include interest on such Indebtedness.

�Person� means any individual, corporation, partnership, limited liability company, joint venture, association,
joint-stock company, trust, unincorporated organization, government or any agency or political subdivision thereof or
any other entity.

�Preferred Stock,� as applied to the Capital Stock of any Person, means Capital Stock of any class of classes (however
designated) which is preferred as to the payment of dividends or distributions, or as to the distribution of assets upon
any voluntary or involuntary liquidation or dissolution of such Person, over shares of Capital Stock of any other class
of such Person.

�principal� of a Note means the principal of the Note plus the premium, if any, payable on the Note which is due or
overdue or is to become due at the relevant time.

�Pro Forma Cost Savings� means, with respect to any period, the reduction in costs that were

(1) directly attributable to an asset acquisition and calculated on a basis that is consistent with Regulation S-X
under the Securities Act in effect and applied as of the Issue Date, or

(2) implemented by the business that was the subject of any such asset acquisition within the six months prior to
or following the date of the asset acquisition and that are supportable and quantifiable by the underlying
accounting records of such business,

as if, in the case of each of clause (1) and (2), all such reductions in costs had been effected as of the beginning of
such period.

�Purchase Money Indebtedness� means Indebtedness (1) consisting of the deferred purchase price of property,
conditional sale obligations, obligations under any title retention agreement, other purchase money obligations and
obligations in respect of industrial revenue bonds or similar Indebtedness, in each case where the maturity of such
Indebtedness does not exceed the anticipated useful life of the asset being financed, and (2) Incurred to finance the
acquisition by the Company or a Restricted Subsidiary of such asset, including additions and improvements, in the
ordinary course of business, provided, however, that any Lien arising in connection with any such Indebtedness shall
be limited to the specific asset being financed or, in the case of real property or fixtures, including additions and
improvements, the real property on which such asset is attached; provided, further, however, that such Indebtedness is
Incurred within 180 days after such acquisition of such assets.

�Qualified Receivables Transaction� means any transaction or series of transactions that may be entered into by the
Company or any of its Restricted Subsidiaries pursuant to which the Company or any of its Restricted Subsidiaries
may sell, convey or otherwise transfer to:

(1) a Receivables Entity (in the case of a transfer by the Company or any of its Restricted Subsidiaries) or
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(2) any other Person (in the case of a transfer by a Receivables Entity),
or may grant a security interest in, any accounts receivable (whether now existing or arising in the future) of the
Company or any of its Restricted Subsidiaries, and any assets related thereto, including all collateral securing such
accounts receivable, all contracts and all Guarantees or other obligations in respect of such accounts receivable,
proceeds of such accounts receivable and other assets which are customarily
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transferred or in respect of which security interests are customarily granted in connection with asset securitization
transactions involving accounts receivable; provided, however, that the financing terms, covenants, termination events
and other provisions thereof shall be market terms (as determined in good faith by the chief financial officer of the
Company).

The grant of a security interest in any accounts receivable of the Company or any of its Restricted Subsidiaries to
secure Indebtedness permitted pursuant to clause (1) of paragraph (b) under �� Certain Covenants � Limitation on
Indebtedness� shall not be deemed a Qualified Receivables Transaction.

�Receivables Entity� means (a) a Wholly Owned Subsidiary of the Company that is designated by the Board of
Directors (as provided below) as a Receivables Entity or (b) another Person engaging in a Qualified Receivables
Transaction with the Company, which Person engages in the business of the financing of accounts receivable, and in
either of clause (a) or (b):

(1) no portion of the Indebtedness or any other obligations (contingent or otherwise) of such entity

(A) is Guaranteed by the Company or any Subsidiary of the Company (excluding Guarantees of
obligations (other than the principal of, and interest on, Indebtedness) pursuant to Standard
Securitization Undertakings),

(B) is recourse to or obligates the Company or any Subsidiary of the Company in any way (other than
pursuant to Standard Securitization Undertakings), or

(C) subjects any property or asset of the Company or any Subsidiary of the Company, directly or
indirectly, contingently or otherwise, to the satisfaction thereof (other than pursuant to Standard
Securitization Undertakings);

(2) the entity is not an Affiliate of the Company or is an entity with which neither the Company nor any
Subsidiary of the Company has any material contract, agreement, arrangement or understanding other than
on terms that the Company reasonably believes to be no less favorable to the Company or such Subsidiary
than those that might be obtained at the time from Persons that are not Affiliates of the Company; and

(3) is an entity to which neither the Company nor any Subsidiary of the Company has any obligation to maintain
or preserve such entity�s financial condition or cause such entity to achieve certain levels of operating results.

Any such designation by the Board of Directors shall be evidenced to the Trustee by filing with the Trustee a certified
copy of the resolution of the Board of Directors giving effect to such designation and an Officers� Certificate certifying
that such designation complied with the foregoing conditions.

�Refinance� means, in respect of any Indebtedness, to refinance, extend, renew, refund, repay, prepay, purchase,
redeem, defease or retire, or to issue other Indebtedness in exchange or replacement for, such Indebtedness.
�Refinanced� and �Refinancing� shall have correlative meanings.
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�Refinancing Indebtedness� means Indebtedness that Refinances any Indebtedness of the Company or any Restricted
Subsidiary existing on the Issue Date or Incurred in compliance with the Indenture, including Indebtedness that
Refinances Refinancing Indebtedness; provided, however, that:

(1) such Refinancing Indebtedness has a Stated Maturity no earlier than the Stated Maturity of the Indebtedness
being Refinanced;

(2) such Refinancing Indebtedness has an Average Life at the time such Refinancing indebtedness is Incurred
that is equal to or greater than the Average Life of the Indebtedness being Refinanced;
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(3) such Refinancing Indebtedness has an aggregate principal amount (or if Incurred with original issue
discount, an aggregate issue price) that is equal to or less than the aggregate principal amount (or if Incurred
with original issue discount, the aggregate accreted value) then outstanding (plus fees and expenses,
including any premium and defeasance costs) under the Indebtedness being Refinanced; and

(4) if the Indebtedness being Refinanced is subordinated in right of payment to the Notes, such Refinancing
Indebtedness is subordinated in right of payment to the Notes at least to the same extent as the Indebtedness
being Refinanced;

provided, further, however, that Refinancing Indebtedness shall not include (A) Indebtedness of a Subsidiary that is
not a Subsidiary Guarantor that Refinances Indebtedness of the Company or a Subsidiary Guarantor or
(B) Indebtedness of the Company or a Restricted Subsidiary that Refinances Indebtedness of an Unrestricted
Subsidiary.

�Refinancing Transactions� means this offering and the use of the proceeds thereof to redeem the Company�s 8.125%
Senior Notes due 2020.

�Related Business� means any business in which the Company or any of the Restricted Subsidiaries was engaged on the
Issue Date and any business related, ancillary or complementary to such business.

�Restricted Cash and Cash Equivalents� means, as of any date, the cash and cash equivalents (a) held by any Captive
Insurance Subsidiary and committed to third-party administrators for payment of the Company�s insurance claims,
(b) held by Syndicated Persons to the extent that such cash and cash equivalents are required by the owners of such
Syndicated Persons to be held in separate accounts and not otherwise commingled with the assets of the Company,
(c) held by any Restricted Subsidiary to the extent that, and for so long as, such cash and cash equivalents may not be
distributed to the owner or owners of the equity interests in such Restricted Subsidiary under the terms of such
Restricted Subsidiary�s charter or any agreement, instrument, judgment, decree, order, statute, rule or governmental
regulation applicable to such Restricted Subsidiary, and (d) the cash collateral deposited by the Company pursuant to
Section 2.05(c) or Section 2.05(l) of the Credit Agreement.

�Restricted Payment� with respect to any Person means:

(1) the declaration or payment of any dividends or any other distributions of any sort in respect of its Capital
Stock (including any payment in connection with any merger or consolidation involving such Person) or
similar payment to the direct or indirect holders of its Capital Stock (other than (A) dividends or
distributions payable solely in its Capital Stock (other than Disqualified Stock), (B) dividends or
distributions payable solely to the Company or a Restricted Subsidiary and (C) pro rata dividends or other
distributions made by a Subsidiary that is not a Wholly Owned Subsidiary to minority stockholders (or
owners of an equivalent interest in the case of a Subsidiary that is an entity other than a corporation));

(2) the purchase, repurchase, redemption, defeasance or other acquisition or retirement for value of any Capital
Stock of the Company held by any Person (other than by a Restricted Subsidiary) or of any Capital Stock of
a Restricted Subsidiary held by any Affiliate of the Company (other than by a Restricted Subsidiary),
including in connection with any merger or consolidation;
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(3) the purchase, repurchase, redemption, defeasance or other acquisition or retirement for value, prior to
scheduled maturity, scheduled repayment or scheduled sinking fund payment of any Subordinated
Obligations of the Company or any Subsidiary Guarantor (other than (A) from the Company or a Restricted
Subsidiary or (B) the purchase, repurchase, redemption, defeasance or other acquisition or retirement of
Subordinated Obligations purchased in anticipation of satisfying a sinking fund obligation, principal
installment or final maturity, in each case due
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within one year of the date of such purchase, repurchase, redemption, defeasance or other acquisition or
retirement); or

(4) the making of any Investment (other than a Permitted Investment) in any Person.
�Restricted Subsidiary� means any Subsidiary of the Company that is not an Unrestricted Subsidiary.

�Sale/Leaseback Transaction� means an arrangement relating to property owned by the Company or a Restricted
Subsidiary on the Issue Date or thereafter acquired by the Company or a Restricted Subsidiary whereby the Company
or a Restricted Subsidiary transfers such property to a Person and the Company or a Restricted Subsidiary leases it
from such Person, other than leases between the Company and a Restricted Subsidiary or between Restricted
Subsidiaries.

�SEC� means the U.S. Securities and Exchange Commission.

�Securities Act� means the U.S. Securities Act of 1933, as amended.

�Senior Indebtedness� means with respect to any Person:

(1) Indebtedness of such Person, whether outstanding on the Issue Date or thereafter Incurred; and

(2) all other Obligations of such Person (including interest accruing on or after the filing of any petition in
bankruptcy or for reorganization relating to such Person whether or not post-filing interest is allowed in such
proceeding) in respect of Indebtedness described in clause (1) above unless, in the case of clauses (1) and
(2), in the instrument creating or evidencing the same or pursuant to which the same is outstanding, it is
provided that such Indebtedness or other obligations are subordinate in right of payment to the Notes or the
Subsidiary Guarantee of such Person, as the case may be; provided, however, that Senior Indebtedness shall
not include:

(A) any obligation of such Person to the Company or any Subsidiary;

(B) any liability for Federal, state, local or other taxes owed or owing by such Person;

(C) any accounts payable or other liability to trade creditors arising in the ordinary course of business;

(D) any Indebtedness or other Obligation of such Person which is subordinate or junior in any respect to
any other Indebtedness or other Obligation of such Person; or

(E) that portion of any Indebtedness which at the time of Incurrence is Incurred in violation of the
Indenture.
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�Shareholder Litigation� means the federal securities class actions and the derivative actions brought against the
Company and/or certain of its former directors and officers and certain other parties in the United States District Court
for the Northern District of Alabama and the Circuit Court in Jefferson County, Alabama relating to financial
reporting and related activity that occurred at the Company during periods ended in March 2003.

�Significant Subsidiary� means any Restricted Subsidiary that would be a �Significant Subsidiary� of the Company within
the meaning of Rule 1-02 under Regulation S-X promulgated by the SEC.

�Standard & Poor�s� means Standard & Poor�s Financial Services LLC, a subsidiary of The McGraw-Hill Companies,
Inc., and any successor to its rating agency business.

�Standard Securitization Undertakings� means representations, warranties, covenants and indemnities entered into by
the Company or any Subsidiary of the Company that, taken as a whole, are customary in an accounts receivable
transaction.
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�Stated Maturity� means, with respect to any security, the date specified in such security as the fixed date on which the
final payment of principal of such security is due and payable, including pursuant to any mandatory redemption
provision (but excluding any provision providing for the repurchase of such security at the option of the holder thereof
upon the happening of any contingency unless such contingency has occurred).

�Subordinated Obligation� means, with respect to a Person, any Indebtedness of such Person (whether outstanding on
the Issue Date or thereafter Incurred) which is subordinate or junior in right of payment to the Notes or a Subsidiary
Guarantee of such Person, as the case may be, pursuant to a written agreement to that effect.

�Subsidiary� means, with respect to any Person, any corporation, association, partnership or other business entity of
which more than 50% of the total voting power of shares of Voting Stock is at the time owned or controlled, directly
or indirectly, by:

(1) such Person;

(2) such Person and one or more Subsidiaries of such Person; or

(3) one or more Subsidiaries of such Person.
�Subsidiary Guarantee� means a Guarantee by a Subsidiary Guarantor of the Company�s obligations with respect to the
Notes.

�Subsidiary Guarantor� means each Subsidiary of the Company that executes the Indenture governing the Notes as a
guarantor on the Issue Date and each other Subsidiary of the Company that thereafter Guarantees such Notes pursuant
to the terms of the Indenture.

�Syndicated Person� means a Person the equity interests of which constitute Syndicated Interests.

�Syndication� means the sale of partnership or other equity interests (�Syndicated Interests�) in Subsidiaries of the
Company or other Persons controlled by the Company that own or operate health care facilities to (i) participating
physicians, radiologists and other specialists, (ii) professional corporations and other legal entities owned or controlled
by such participating physicians, radiologists and other specialists and (iii) participating hospitals and other health
care providers. For purposes of this definition, �controlled� shall have the meaning set forth in the definition of �Affiliate.�

�Temporary Cash Investments� means any of the following:

(1) any investment in direct obligations of the United States of America or any agency thereof or obligations
guaranteed by the United States of America or any agency thereof;

(2) investments in demand and time deposit accounts, certificates of deposit and money market deposits
maturing within 180 days of the date of acquisition thereof issued by a bank or trust company which is
organized under the laws of the United States of America, any State thereof or any foreign country
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recognized by the United States of America, and which bank or trust company has capital, surplus and
undivided profits aggregating in excess of $250 million (or the foreign currency equivalent thereof) or any
money-market fund sponsored by a registered broker dealer or mutual fund distributor;

(3) repurchase obligations with a term of not more than 30 days for underlying securities of the types described
in clause (1) above entered into with a bank meeting the qualifications described in clause (2) above;

(4) investments in commercial paper, maturing not more than 270 days after the date of acquisition, issued by a
corporation (other than an Affiliate of the Company) organized and in
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existence under the laws of the United States of America or any foreign country recognized by the United
States of America with a rating at the time as of which any investment therein is made of �P-1� (or higher)
according to Moody�s or �A-1� (or higher) according to Standard and Poor�s;

(5) investments in securities issued or fully guaranteed by any state, commonwealth or territory of the United
States of America, or by any political subdivision or taxing authority thereof, and rated at least �A� by
Standard & Poor�s or �A2� by Moody�s;

(6) eligible banker�s acceptances, repurchase agreements and tax-exempt municipal bonds having a maturity of
less than one year, in each case having a rating of, or evidencing the full recourse obligation of a person
whose senior debt is rated, at least �A� by Standard & Poor�s and at least �A2� by Moody�s; and

(7) investments in money market funds that invest substantially all their assets in securities of the types
described in clauses (1) through (6) above.

�Trust Indenture Act� means the Trust Indenture Act of 1939 (15 U.S.C. § 77aaa-77bbbb) as in effect on the Issue Date.

�Trust Officer� means the Chairman of the Board, the President or any other officer or assistant officer of the Trustee
assigned by the Trustee to administer its corporate trust matters.

�Trustee� means Wells Fargo Bank, National Association until a successor replaces it and, thereafter, means the
successor.

�Unrestricted Subsidiary� means:

(1) any Subsidiary of the Company that at the time of determination shall be designated an Unrestricted
Subsidiary by the Board of Directors in the manner provided below; and

(2) any Subsidiary of an Unrestricted Subsidiary.
The Board of Directors may designate any Subsidiary of the Company (including any newly acquired or newly
formed Subsidiary) to be an Unrestricted Subsidiary unless such Subsidiary or any of its Subsidiaries owns any
Capital Stock or Indebtedness of, or holds any Lien on any property of, the Company or any other Subsidiary of the
Company that is not a Subsidiary of the Subsidiary to be so designated; provided, however, that either (A) the
Subsidiary to be so designated has total assets of $1,000 or less or (B) if such Subsidiary has assets greater than
$1,000, such designation would be permitted under the covenant described under �� Certain Covenants � Limitation on
Restricted Payments.�

The Board of Directors may designate any Unrestricted Subsidiary to be a Restricted Subsidiary; provided, however,
that immediately after giving effect to such designation (A) the Company could Incur $1.00 of additional Indebtedness
under paragraph (a) of the covenant described under �� Certain Covenants � Limitation on Indebtedness� and (B) no
Default shall have occurred and be continuing. Any such designation by the Board of Directors shall be evidenced to
the Trustee by promptly filing with the Trustee a copy of the resolution of the Board of Directors giving effect to such
designation and an Officers� Certificate certifying that such designation complied with the foregoing provisions.
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�U.S. Government Obligations� means direct obligations (or certificates representing an ownership interest in such
obligations) of the United States of America (including any agency or instrumentality thereof) the payment of which
the full faith and credit of the United States of America is pledged and which are not callable at the issuer�s option.
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�Voting Stock� of a Person means all classes of Capital Stock of such Person then outstanding and normally entitled
(without regard to the occurrence of any contingency) to vote in the election of directors, managers or trustees thereof.

�Wholly Owned Subsidiary� means a Restricted Subsidiary all the Capital Stock of which (other than directors�
qualifying shares) is owned by the Company or one or more other Wholly Owned Subsidiaries.
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS

The following is a summary of certain U.S. federal income tax consequences to U.S. holders and non-U.S. holders
(each as defined below) relating to the ownership and disposition of the notes. This discussion is based upon current
provisions of the Internal Revenue Code of 1986, as amended, which we refer to as the Code, existing and proposed
Treasury regulations promulgated thereunder, and current rulings, pronouncements, judicial decisions, and
administrative interpretations of the Internal Revenue Service, or the IRS, all of which are subject to differing
interpretation or change at any time, possibly on a retroactive basis, by legislative, judicial, or administrative action.
We cannot assure you that the IRS will not challenge the conclusions stated below, and no ruling from the IRS has
been (or is expected to be) sought on any of the matters discussed below. No representation with respect to the
consequences to any particular purchaser of the notes is made. Prospective purchasers should consult their
independent tax advisors with respect to their particular circumstances.

The following discussion does not purport to be a complete analysis of all the potential U.S. federal income tax
consequences relating to the ownership and disposition of the notes. This discussion does not address specific U.S.
federal income tax consequences that may be relevant to particular persons in light of their individual circumstances
or to certain categories of investors subject to special treatment under U.S. federal income tax law, including, without
limitation, banks and other financial institutions, insurance companies, mutual funds, tax-exempt organizations,
retirement plans, U.S. expatriates, partnerships or other pass-through entities, broker-dealers, traders in securities or
currencies, controlled foreign corporations, passive foreign investment companies, persons deemed to sell notes under
the constructive sale provisions of the Code, or persons holding the notes as part of a �straddle,� �hedge,� �conversion
transaction,� �synthetic security� or other integrated investment, U.S. holders whose �functional currency� is not the U.S.
dollar, and persons subject to the alternative minimum tax.

This discussion is limited to the U.S. federal income tax consequences to U.S. holders and non-U.S. holders who
purchase the notes in the initial offering at their issue price and who hold such notes as capital assets (generally,
property held for investment) for U.S. federal income tax purposes. In addition, this discussion does not describe any
tax consequences arising under U.S. federal estate, gift or other federal tax laws, including the recently enacted
Medicare contribution tax on unearned income, or under the tax laws of any state, local or foreign jurisdiction.

You should consult your independent tax advisor concerning the U.S. federal income tax consequences to you of
acquiring, owning and disposing of the notes, as well as the application of state, local and foreign income and other
tax laws based on your particular circumstances.

For purposes of this discussion, the term �U.S. holder� means a beneficial owner of a note that is for U.S. federal
income tax purposes:

� an individual who is a citizen or resident of the United States;

� a corporation (or other entity classified as a corporation for these purposes) created or organized in or under
the laws of the United States, any state thereof or the District of Columbia;

� an estate the income of which is subject to U.S. federal income taxation regardless of its source; or
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� a trust (1) if a court within the United States is able to exercise primary supervision over the administration
of the trust and one or more U.S. persons (within the meaning of the Code) have the authority to control all
substantial decisions of the trust or (2) that has made a valid election under applicable Treasury regulations
to be treated as a domestic trust for U.S. federal income tax purposes.
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For purposes of this discussion, the term �non-U.S. holder� means a beneficial owner of a note (other than a partnership
or an entity or arrangement treated as a partnership for U.S. federal income tax purposes) that is not a U.S. holder.

If a partnership (or an entity or arrangement treated as a partnership for U.S. federal income tax purposes) holds the
notes, the tax treatment of the partnership and each of its partners will depend on the activities of the partnership and
the status of the partner. Partnerships acquiring notes, and partners in such partnerships, should consult their
independent tax advisors regarding the U.S. federal income tax consequences of acquiring, owning and disposing of
the notes.

Effect of Certain Additional Payments

In certain circumstances (for example, see �Description of Notes � Optional Redemption� and �Description of Notes �
Change of Control�), we may pay amounts on the notes that are in excess of stated interest or principal on the notes.
These potential payments may implicate the provisions of the Treasury regulations relating to �contingent payment
debt instruments� (the �CPDI Regulations�). One or more contingencies will not cause the notes to be treated as
contingent payment debt instruments if, as of the issue date, each such contingency is considered remote or incidental
or, in certain circumstances, it is significantly more likely that the contingency will not occur. We believe that the
potential for additional payments on the notes should not cause the notes to be treated as contingent payment debt
instruments under the CPDI Regulations. Our determination is binding on a U.S. holder and non-U.S. holder unless
such holder discloses its contrary position in the manner required by applicable Treasury regulations. However, our
determination is not binding on the IRS, which could challenge our determination. If such a challenge were
successful, the tax consequences discussed below for a U.S. holder or non-U.S. holder would vary significantly and
gain, if any, realized on the taxable disposition of a note would be treated as interest income. The remainder of this
discussion assumes that the notes will not be treated as contingent payment debt instruments. Investors should consult
their own tax advisors regarding the possible application of the contingent payment debt instrument rules to the notes.

Tax Consequences to U.S. Holders

Taxation of Interest

It is expected, and the following discussion assumes, that the notes will be issued with no more than a de minimis
amount of original issue discount (if any) for U.S. federal income tax purposes. As such, payments of stated interest
on the notes generally will be taxable to a U.S. holder as ordinary interest income at the time the right to such payment
accrues or such payment is received in accordance with the holder�s regular method of accounting for U.S. federal
income tax purposes.

Sale, Exchange or other Taxable Disposition of the Notes

Upon the sale, exchange or other taxable disposition of a note (including a retirement or a redemption), a U.S. holder
generally will recognize taxable gain or loss equal to the difference between the amount realized (that is, the sum of
cash plus the fair market value of all other property received on such disposition) and the holder�s adjusted tax basis in
the note. For these purposes, the amount realized does not include any amount attributable to accrued but unpaid
stated interest, which is treated as ordinary income to the extent not previously included in income. A U.S. holder�s
adjusted tax basis in a note generally will be the holder�s cost of the note.

Gain or loss realized on the sale or other taxable disposition of a note generally will be capital gain or loss and will be
long term capital gain or loss if at the time of such disposition the note has been held for more than one year.
Long-term capital gains of non-corporate taxpayers may be eligible for reduced rates of taxation under current law.
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Information Reporting and Backup Withholding

Information returns will be filed with the IRS in connection with interest payments on the notes and the proceeds from
a sale or other taxable disposition (including a retirement or redemption) of the notes, unless the U.S. holder is an
exempt recipient such as a corporation and certain tax-exempt organizations. A U.S. holder will be subject to backup
withholding (currently at a rate of 28%) on these amounts if the U.S. holder fails to provide its taxpayer identification
number to us and the paying agent (if any) and comply with certain certification procedures or otherwise establish an
exemption from backup withholding. U.S. holders should consult their independent tax advisors regarding their
qualification for an exemption from backup withholding and the procedures for obtaining such an exemption, if
applicable. Backup withholding is not an additional tax and the amount of any backup withholding will be allowed as
a credit against the holder�s U.S. federal income tax liability and may entitle the holder to a refund, provided that the
required information is timely furnished to the IRS.

Tax Consequences to Non-U.S. Holders

Taxation of Interest

Payments of interest on a note to a non-U.S. holder generally will not be subject to U.S. federal income or withholding
tax, provided that such holder:

� is not an actual or constructive owner of 10% or more of the total combined voting power of all classes of
our voting stock;

� is not a controlled foreign corporation for U.S. federal income tax purposes related, directly or indirectly, to
us through sufficient stock ownership;

� does not receive such interest payments as income effectively connected with the conduct by the non-U.S.
holder of a trade or business in the United States; and

� satisfies certain certification requirements under penalty of perjury as to its status as a non-U.S. holder
(generally through the provision of a properly completed and executed applicable IRS Form W-8).

A non-U.S. holder that does not qualify for exemption from withholding under the preceding paragraph generally will
be subject to withholding of U.S. federal income tax, currently at the rate of 30%, on payments of interest on the notes
that are not effectively connected with the conduct by the non-U.S. holder of a trade or business in the United States,
unless a non-U.S. holder is entitled to a reduced rate of or an exemption from withholding under an applicable income
tax treaty and provides a properly completed IRS Form W-8BEN or W-8BEN-E (or an appropriate substitute or
successor form), on which the non-U.S. holder certifies its entitlement to such reduction or exemption.

If the payments of interest on a note are effectively connected with the conduct by a non-U.S. holder of a trade or
business in the United States (and, if an income tax treaty so requires, are attributable to a permanent establishment),
such payments will be subject to U.S. federal income tax on a net basis at the rates generally applicable to U.S.
persons. In addition, if such non-U.S. holder is a foreign corporation, such holder also may be subject to a branch
profits tax equal to 30% (or such lower rate provided by an applicable treaty) of its effectively connected earnings and
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on a net basis in accordance with the rules described in the preceding two sentences, such payments will not be subject
to U.S. withholding tax so long as the holder provides us, or the person who otherwise would be required to withhold
such tax, with a properly completed IRS Form W-8ECI (or an appropriate substitute or successor form), on which the
non-U.S. holder certifies that interest on the notes is effectively connected with the non-U.S. holder�s conduct of a
trade or business in the United States.

S-64

Edgar Filing: Continental Medical Systems, Inc. - Form 424B2

Table of Contents 131



Table of Contents

Non-U.S. holders should consult their independent tax advisors regarding any applicable income tax treaties, which
may provide for a lower rate of withholding tax, exemption from or reduction of branch profits tax, or other rules
different from those described above.

Sale, Exchange, or other Taxable Disposition of the Notes

Any gain realized by a non-U.S. holder on the sale, exchange or other disposition (including a retirement or
redemption) of a note generally will not be subject to U.S. federal income or withholding tax, unless (i) such gain is
effectively connected with the conduct by such non-U.S. holder of a trade or business within the United States (and, if
an income tax treaty so requires, is attributable to a permanent establishment), or (ii) the non-U.S. holder is an
individual who is present in the United States for 183 days or more in the taxable year of the disposition and certain
other conditions are satisfied.

In the case described above in (i), gain or loss recognized on the disposition of such notes will generally be subject to
U.S. federal income taxation in the same manner as if such gain or loss were recognized by a U.S. person, and, in the
case of a non-U.S. holder that is a foreign corporation, may also be subject to an additional branch profits tax at a rate
of 30% (or a lower applicable treaty rate). In the case described above in (ii), the non-U.S. holder will be subject to
30% tax (or lower applicable treaty rate) on any capital gain recognized on the disposition of the notes, which may be
offset by certain United States source capital losses.

Proceeds from the disposition of a note that are attributable to accrued but unpaid interest generally will be subject to,
or exempt from, tax to the same extent as described above with respect to interest paid on a note.

Information Reporting and Backup Withholding

Generally, the amount of interest paid to a non-U.S. holder and the amount of tax, if any, withheld with respect to
such payments and certain other information must be reported to the IRS. Such information may also be provided to
the authorities of the country in which a non-U.S. holder is organized or resides pursuant to the terms of an applicable
tax treaty (or other agreement).

In general, backup withholding (currently at a rate of 28%) will not be required with respect to payments of interest on
the notes that we make to a non-U.S. holder if the non-U.S. holder has furnished the requisite documentation
described above under �� Taxation of Interest� or otherwise establishes an exemption. Certain additional rules may apply
where the notes are held through a custodian, nominee, broker, foreign partnership or foreign intermediary.

A non-U.S. holder may be subject to information reporting and backup withholding on the proceeds from the sale or
other disposition of the notes unless such non-U.S. holder provides the requisite documentation described above or
otherwise establishes an exemption.

Backup withholding is not an additional tax. Any amount paid as backup withholding will be creditable against the
non-U.S. holder�s U.S. federal income tax liability or, in the absence thereof, eligible for refund, provided that the
required information is timely furnished to the IRS. Non-U.S. holders should consult their independent tax advisors as
to their qualification for exemption from backup withholding and the procedure for obtaining such an exemption.

Foreign Account Tax Compliance Act

Withholding at a rate of 30% will generally be required on interest paid in respect of a note and, after December 31,
2016, on gross proceeds from the sale or other disposition of a note, in each case if such
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note is held by or through certain financial institutions (including investment funds), unless such institution (i) enters
into, and complies with, an agreement with the IRS to report, on an annual basis, information with respect to interests
in, and accounts maintained by, the institution that are owned by certain U.S. persons and by certain non-U.S. entities
that are wholly or partially owned by U.S. persons and to withhold on certain payments or (ii) if required under an
intergovernmental agreement between the U.S. and an applicable foreign country, reports such information to its local
tax authority, which will exchange such information with the U.S. authorities. An intergovernmental agreement
between the United States and an applicable foreign country may modify these requirements. Accordingly, the entity
through which a note is held will affect the determination of whether such withholding is required. Similarly, interest
in respect of, and gross proceeds from the sale or other disposition of, a note held by an investor that is a non-financial
non-U.S. entity that does not qualify under certain exemptions will be subject to withholding at a rate of 30%, unless
such entity either (i) certifies to us that such entity does not have any �substantial United States owners� or (ii) provides
certain information regarding the entity�s �substantial United States owners,� which we will in turn provide to the
Treasury. We will not pay any additional amounts to holders of notes in respect of any amounts withheld. Prospective
investors should consult their tax advisors regarding the possible implications of the legislation on their investment in
the notes.
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UNDERWRITING (CONFLICTS OF INTEREST)

SunTrust Robinson Humphrey, Inc. is acting as the representative of the underwriters and the book-running managers
of this offering. Under the terms of an underwriting agreement, which will be filed as an exhibit to the registration
statement, each of the underwriters named below has severally agreed to purchase from us, the principal amount of the
notes set forth opposite their names below:

                       Underwriters
Principal

Amount of Notes
SunTrust Robinson Humphrey, Inc. $ 35,250,000
Barclays Capital Inc. 35,250,000
Citigroup Global Markets Inc. 35,250,000
Goldman, Sachs & Co. 35,250,000
J.P. Morgan Securities LLC 35,250,000
Merrill Lynch, Pierce, Fenner & Smith

                          Incorporated 35,250,000
Morgan Stanley & Co. LLC 35,250,000
RBC Capital Markets, LLC 18,000,000
Wells Fargo Securities, LLC 35,250,000

                          Total $ 300,000,000

The underwriting agreement provides that the underwriters� obligation to purchase the notes depends on the
satisfaction of the conditions contained in the underwriting agreement including:

1. the obligation to purchase all of the notes offered hereby, if any of the notes are purchased;

2. the representations and warranties made by us and the guarantors to the underwriters are true;

3. there is no material change in our or the guarantors� business or the financial markets; and

4. we and the guarantors deliver customary closing documents to the underwriters.
Commissions and Expenses

The underwriters will purchase the notes at the discount from the offering price indicated on the cover of this
prospectus supplement and propose initially to offer and sell the notes at the offering price set forth on the front of this
prospectus supplement. After the initial offering of the notes, the offering price at which the notes are being offered
may be changed at any time without notice. The underwriters may offer and sell notes through certain of their
affiliates.
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The following table shows the underwriting discount that we will pay to the underwriters in connection with this
offering, expressed as a percentage of the principal amount of the notes and in total:

Per Note Total
Underwriting discount 1.750% $ 5,250,000

We estimate that our share of the total expenses of the offering, excluding the underwriting discount, will be
approximately $500,000.

Lock-Up

We and the guarantors have agreed not to, directly or indirectly, offer for sale, sell, or otherwise dispose of (or enter
into any transaction or device that is designed to, or would be expected to, result in the disposition by any person at
any time in the future of) any of our debt securities issued or guaranteed
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by the Company or any of the guarantors and having a stated maturity of more than one year, for a period of 90 days
after the closing date, in each case without the prior written consent of SunTrust Robinson Humphrey, Inc., on behalf
of the underwriters.

Indemnification

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act,
and to contribute to payments that the underwriters may be required to make in respect of those liabilities.

Stabilization and Short Positions

In connection with this offering, the underwriters may engage in certain transactions that stabilize, maintain or
otherwise affect the price of the notes. Specifically, the underwriters may overallot in connection with the offering of
the notes, creating a syndicate short position. In addition, the underwriters may bid for and purchase notes in the open
market to cover syndicate short positions or to stabilize the price of the notes. Any of these activities may stabilize or
maintain the market price of the notes above what it would be in the absence of such activities. The underwriters are
not required to engage in any of these activities, and they may end any of them at any time. We and the underwriters
make no representation as to the direction or magnitude of any effect that the transactions described above may have
on the price of the notes. In addition, we and the underwriters make no representation that anyone will engage in such
transactions or that such transactions, once commenced, will not be discontinued without notice.

Conflicts of Interest

The underwriters and/or their affiliates are lenders under our senior secured credit facility, and a portion of the net
proceeds of this offering will be paid to each such underwriter or affiliate in connection with the repayment of
borrowings thereunder. In addition, certain underwriters and/or their affiliates are holders of our 8.125% notes and
will receive a portion of the redemption consideration upon redemption thereof.

The underwriters and certain of their affiliates are full service financial institutions engaged in various activities,
which may include securities trading, commercial and investment banking, financial advisory, investment
management, investment research, principal investment, hedging, financing and brokerage activities. The underwriters
and certain of their affiliates have, from time to time, performed, and may in the future perform, various commercial
and investment banking and financial advisory services for us and our affiliates, for which they received or may in the
future receive customary fees and expenses. The underwriters and/or certain of their affiliates act as agents and/or
lenders under our credit agreement and receive and are expected to receive customary fees for their services as well as
reimbursement for certain expenses. Wells Fargo Bank, National Association, the trustee, is an affiliate of one of the
underwriters.

In the ordinary course of their various business activities, the underwriters and certain of their affiliates may make or
hold a broad array of investments and actively trade debt and equity securities (or related derivative securities) and
financial instruments (including bank loans) for their own account and for the accounts of their customers, and such
investment and securities activities may involve securities and/or instruments of ours or our affiliates. If the
underwriters or their affiliates have a lending relationship with us, certain of those underwriters or their affiliates
routinely hedge, and certain other of those underwriters or their affiliates may hedge, their credit exposure to us
consistent with their customary risk management policies. Typically, the underwriters and their affiliates would hedge
such exposure by entering into transactions which consist of either the purchase of credit default swaps or the
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creation of short positions in our securities or the securities of our affiliates, including potentially the notes offered
hereby. Any such credit default swaps or short positions could adversely affect future trading prices of the notes
offered hereby. The underwriters and certain of their affiliates may also communicate independent investment
recommendations, market color or trading ideas and/or publish or express independent research views in respect of
such securities or instruments and may at any time hold, or recommend to clients that they acquire, long and/or short
positions in such securities and instruments.

Selling Restrictions

This prospectus does not constitute an offer to sell to, or a solicitation of an offer to buy from, anyone in any country
or jurisdiction (i) in which such an offer or solicitation is not authorized, (ii) in which any person making such offer or
solicitation is not qualified to do so or (iii) in which any such offer or solicitation would otherwise be unlawful. No
action has been taken that would, or is intended to, permit a public offer of the notes or possession or distribution of
this prospectus or any other offering or publicity material relating to the notes in any country or jurisdiction (other
than the United States) where any such action for that purpose is required. Accordingly, each underwriter has
undertaken that it will not, directly or indirectly, offer or sell any notes or have in its possession, distribute or publish
any prospectus, form of application, advertisement or other document or information in any country or jurisdiction
except under circumstances that will, to the best of its knowledge and belief, result in compliance with any applicable
laws and regulations and all offers and sales of notes by it will be made on the same terms.

European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive
(each, a �Relevant Member State�) an offer to the public of any notes which are the subject of the offering contemplated
herein may not be made in that Relevant Member State, except that an offer to the public in that Relevant Member
State of any notes may be made at any time under the following exemptions under the Prospectus Directive, if they
have been implemented in that Relevant Member State:

� to legal entities which are qualified investors as defined under the Prospectus Directive;

� by the underwriters to fewer than 100, or, if the Relevant Member State has implemented the relevant
provisions of the 2010 PD Amending Directive, 150, natural or legal persons (other than qualified investors
as defined in the Prospectus Directive), as permitted under the Prospectus Directive, subject to obtaining the
prior consent of the representative of the underwriters for any such offer; or

� in any other circumstances falling within Article 3(2) of the Prospectus Directive,
provided that no such offer of notes shall result in a requirement for us or any underwriter to publish a prospectus
pursuant to Article 3 of the Prospectus Directive or supplement a prospectus pursuant to Article 16 of the Prospectus
Directive.

Each person in a Relevant Member State who receives any communication in respect of, or who acquires any notes
under, the offers contemplated in this prospectus will be deemed to have represented, warranted and agreed to and
with each underwriter and us that:
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� in the case of any notes acquired by it as a financial intermediary, as that term is used in Article 3(2) of the
Prospectus Directive, (i) the notes acquired by it in the offering have not been
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acquired on behalf of, nor have they been acquired with a view to their offer or resale to, persons in any
Relevant Member State other than qualified investors, as that term is defined in the Prospectus Directive, or
in the circumstances in which the prior consent of the representative of the underwriters has been given to
the offer or resale or (ii) where notes have been acquired by it on behalf of persons in any Relevant Member
State other than qualified investors, the offer of such notes to it is not treated under the Prospectus Directive
as having been made to such persons.

For the purposes of this representation and the provision above, the expression an �offer of notes to the public� in
relation to any notes in any Relevant Member State means the communication in any form and by any means of
sufficient information on the terms of the offer and any notes to be offered so as to enable an investor to decide to
purchase or subscribe for the notes, as the same may be varied in that Relevant Member State by any measure
implementing the Prospectus Directive in that Relevant Member State, the expression �Prospectus Directive� means
Directive 2003/71/EC (and amendments thereto, including the 2010 PD Amending Directive, to the extent
implemented in the Relevant Member State), and includes any relevant implementing measure in each Relevant
Member State and the expression �2010 PD Amending Directive� means Directive 2010/73/EU.

United Kingdom

This prospectus has only been communicated or caused to have been communicated and will only be communicated
or caused to be communicated as an invitation or inducement to engage in investment activity (within the meaning of
Section 21 of the Financial Services and Markets Act of 2000 (the �FSMA�)) as received in connection with the issue or
sale of the notes in circumstances in which Section 21(1) of the FSMA does not apply to us. All applicable provisions
of the FSMA will be complied with in respect to anything done in relation to the notes in, from or otherwise involving
the United Kingdom.

S-70

Edgar Filing: Continental Medical Systems, Inc. - Form 424B2

Table of Contents 141



Table of Contents

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the information reporting requirements of the Exchange Act, and, in accordance with these
requirements, we are required to file periodic reports and other information with the SEC. The reports and other
information filed by us with the SEC may be inspected and copied at the public reference facilities maintained by the
SEC as described below.

We have filed with the SEC a registration statement on Form S-3 (we refer to the registration statement, all
amendments, exhibits, annexes and schedules thereto and all documents incorporated by reference therein as the
Registration Statement) pursuant to the Securities Act of 1933, as amended, and the rules and regulations promulgated
thereunder, with respect to the securities offered hereby. This prospectus supplement and the accompanying
prospectus, which constitute a part of the Registration Statement, do not contain all the information contained in the
Registration Statement, parts of which are omitted in accordance with the rules and regulations of the SEC. For further
information with respect to us and the securities offered hereby, reference is made to the Registration Statement.

You may copy and inspect the Registration Statement, including the exhibits thereto, and the periodic reports and
information referred to above at the SEC�s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549 at
prescribed rates. Please call the SEC at 1-800-SEC-0330 for further information on the public reference room. Our
public filings are also available to the public from commercial document retrieval services and at the Internet
worldwide website maintained by the SEC at http://www.sec.gov.

In addition, you may obtain these materials on our website. Our Internet website address is www.healthsouth.com.
Information on our website does not constitute part of this prospectus supplement and should not be relied upon in
connection with making any investment decision with respect to our securities.
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INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

This prospectus supplement �incorporates by reference� information that we have filed with the SEC under the
Exchange Act, which means that we are disclosing important information to you by referring you to those documents.
Any statement contained in this prospectus supplement or in any document incorporated or deemed to be incorporated
by reference into this prospectus supplement will be deemed modified or superseded for the purposes of this
prospectus supplement to the extent that a statement contained in this prospectus supplement or any subsequently filed
document which also is, or is deemed to be, incorporated by reference into this prospectus supplement modifies or
supersedes that statement. Any statement so modified or superseded will not be deemed, except as so modified or
superseded, to constitute a part of this prospectus supplement. Accordingly, we incorporate by reference the specific
documents listed below and any future filings made with the SEC after the date hereof under Section 13(a), 13(c), 14,
or 15(d) of the Exchange Act which will be deemed to be incorporated by reference into this prospectus supplement
and to be part of this prospectus supplement from the date we subsequently file such reports and documents until the
termination of this offering, except that any such reports or portions thereof which are furnished under Item 2.02 or
Item 7.01 of any Current Reports on Form 8-K and not filed shall not be deemed incorporated by reference herein:

� Our Annual Report on Form 10-K for the fiscal year ended December 31, 2014, filed with the SEC on
March 2, 2015; and

� Our Current Reports on Form 8-K filed with the SEC on January 2, 2015 (only with respect to the
information filed under Item 2.01), January 23, 2015, January 29, 2015, February 20, 2015, March 6, 2015
(filed as Amendment No. 1 to our Current Report on Form 8-K filed with the SEC on January 2, 2015) and
March 9, 2015.

We will provide without charge to each person to whom a copy of this prospectus supplement has been delivered a
copy of any and all of these filings. You may request a copy of these filings by writing or telephoning us at:

HealthSouth Corporation

General Counsel

3660 Grandview Parkway, Suite 200

Birmingham, Alabama 35243

(205) 967-7116
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LEGAL MATTERS

The validity of the notes offered hereby and the related guarantees will be passed upon for us by Covington & Burling
LLP, Washington, DC. Certain legal matters relating to the notes offered hereby will be passed upon for the
underwriters by Cahill Gordon & Reindel LLP, New York, New York.

EXPERTS

The financial statements and management�s assessment of the effectiveness of internal control over financial reporting
(which is included in Management�s Report on Internal Control over Financial Reporting) incorporated in this
prospectus supplement by reference to HealthSouth Corporation�s Annual Report on Form 10-K for the year ended
December 31, 2014 have been so incorporated in reliance on the report (which contains an explanatory paragraph on
the effectiveness of internal control over financial reporting due to the exclusion of certain elements of the internal
control over financial reporting of the EHHI Holdings, Inc. business the Company acquired as of December 31, 2014)
of PricewaterhouseCoopers LLP, an independent registered public accounting firm, given on the authority of said firm
as experts in auditing and accounting.
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Prospectus

HEALTHSOUTH CORPORATION

Common Stock

Preferred Stock

Warrants

Debt Securities

The following are types of securities that we may offer, issue and sell from time to time, together or separately:

� shares of our common stock;

� shares of our preferred stock, which may be convertible or exchangeable;

� warrants to purchase common stock or preferred stock; and

� debt securities
We may offer these securities in amounts, at prices and on terms determined at the time of offering. We may sell these securities directly to you,
through agents we select, or through underwriters and dealers we select. If we use agents, underwriters or dealers to sell these securities, we will
name them and describe their compensation in a prospectus supplement.

This prospectus describes some of the general terms that may apply to these securities. The specific terms of any securities to be offered will be
described in a supplement to this prospectus. The prospectus supplement may also add, update or change information contained in this
prospectus. You should read this prospectus and any prospectus supplement, together with additional information described under the heading
�Where You Can Find More Information,� before you make your investment decision. Our common stock is listed on the New York Stock
Exchange under the symbol �HLS.�

This prospectus may not be used to sell securities unless accompanied by a prospectus supplement.

Investing in our securities involves a high degree of risk. You should carefully consider the risk factors
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incorporated herein by reference and described under the heading �Risk Factors� beginning on page 3.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is September 6, 2012.
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ABOUT THIS PROSPECTUS

Unless otherwise stated or the context otherwise requires, the terms �HealthSouth,� �we,� �us,� �our,� and the �Company� refer to HealthSouth
Corporation and its subsidiaries.

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission (the �SEC�) using a �shelf�
registration process. Under this shelf registration process, we may, from time to time, sell the securities described in this prospectus in one or
more transactions. This prospectus provides a general description of the securities that may be sold by us. Each time we sell securities described
in this prospectus, we are required to provide you with this prospectus and a prospectus supplement containing specific information about us and
the terms of the securities being sold. Any prospectus supplement may also add, update or change information contained in this prospectus. You
should read both this prospectus and any prospectus supplement together with additional information described under the heading �Where You
Can Find More Information.�

You should rely only on the information contained or incorporated by reference in this prospectus and any accompanying prospectus
supplement. We have not authorized anyone to provide you with different information. If anyone provides you with different or inconsistent
information, you should not rely on it. We are not making an offer to sell securities in any jurisdiction where the offer or sale is not permitted.
You should assume that the information in this prospectus and any accompanying prospectus supplement is accurate as of the date of the
prospectus and any accompanying prospectus supplement. Our business, financial position, results of operations and prospects may have
changed since that date.
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FORWARD-LOOKING STATEMENTS

This prospectus contains historical information, as well as forward-looking statements that involve known and unknown risks and relate to future
events, our future financial performance, or our projected business results. In some cases, you can identify forward-looking statements by
terminology such as �may,� �will,� �should,� �expects,� �plans,� �anticipates,� �believes,� �estimates,� �predicts,� �targets,� �potential,� or �continue� or the negative of
these terms or other comparable terminology. Such forward-looking statements are necessarily estimates based upon current information and
involve a number of risks and uncertainties. Actual events or results may differ materially from the results anticipated in these forward-looking
statements as a result of a variety of factors. While it is impossible to identify all such factors, factors that could cause actual results to differ
materially from those estimated by us include each of the factors incorporated herein by reference and referred to under the heading �Risk
Factors,� on page 3 of this prospectus.

2
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RISK FACTORS

Investing in our securities involves a high degree of risk. You should carefully consider the risks described in our Annual Report on Form 10-K
for the fiscal year ended December 31, 2011, which are incorporated herein by reference, the risk factors described under the caption �Risk
Factors� in any applicable prospectus supplement and any risk factors set forth in our other filings with the SEC, pursuant to Sections 13(a),
13(c), 14, or 15(d) of the Securities Exchange Act of 1934, as amended (the �Exchange Act�), before making an investment decision. See �Where
You Can Find More Information.�

3
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THE COMPANY

HealthSouth is the nation�s largest owner and operator of inpatient rehabilitation hospitals in terms of revenues, number of hospitals, and patients
treated and discharged. As of June 30, 2012, we operated 99 inpatient rehabilitation hospitals (including three hospitals that operate as joint
ventures which we account for using the equity method of accounting), 26 outpatient rehabilitation satellite clinics (operated by our hospitals,
including one joint venture satellite), and 25 licensed, hospital-based home health agencies. As of June 30, 2012, our inpatient rehabilitation
hospitals had 6,538 licensed beds (excluding the three hospitals that have 234 licensed beds and operate as joint ventures which we account for
using the equity method of accounting). While our national network of inpatient hospitals stretches across 27 states and Puerto Rico, our
inpatient hospitals are concentrated in the eastern half of the United States and Texas. Shares of our common stock began trading on the New
York Stock Exchange on October 26, 2006 under the ticker symbol �HLS.�

You should read this prospectus and any prospectus supplement together with the additional information contained under the headings
�Incorporation of Certain Information by Reference� and �Where You Can Find More Information.�

HealthSouth was incorporated under the laws of the State of Delaware. Our principal executive offices are located at 3660 Grandview Parkway,
Suite 200, Birmingham, Alabama 35243, and our telephone number is (205) 967-7116. Our Internet website address is www.healthsouth.com.
Information on our website does not constitute part of this prospectus and should not be relied upon in connection with making any investment
decision with respect to the offered securities.

4
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USE OF PROCEEDS

Except as described in any prospectus supplement, we currently anticipate using the net proceeds from the sale of the securities offered hereby
for general corporate purposes, including:

� redemption and repayment of short-term or long-term borrowings;

� redemption or repurchases of common or preferred stock;

� acquisitions of or investments in businesses or assets;

� capital expenditures; and

� working capital and other general corporate purposes.
Pending the application of the net proceeds, we may temporarily invest the net proceeds in short-term marketable securities.

5
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RATIOS OF EARNINGS TO FIXED CHARGES AND EARNINGS TO

COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

In computing the ratio of earnings to fixed charges: (1) earnings have been based on income from continuing operations before income taxes,
fixed charges (exclusive of interest capitalized), and distributed income of equity investees and (2) fixed charges consist of interest and
amortization of debt discounts and fees (including amounts capitalized), the estimated interest portion of rents, and dividends on our convertible
perpetual preferred stock.

The following table sets forth the consolidated ratios of earnings to fixed charges for HealthSouth and its subsidiaries for the periods indicated:

Six months ended
June 30, 2012

Year ended December 31,
2011 2010 2009 2008 2007

3.92 2.71 2.27 1.75 1.99 *

* For the year ended December 31, 2007, the Company had an earnings to fixed charges coverage deficiency of $108.5 million.
The following table sets forth the consolidated ratios of earnings to combined fixed charges and preferred stock dividends for HealthSouth and
its subsidiaries for the periods indicated:

Six months ended

June 30, 2012

Year ended December 31,

2011 2010 2009 2008 2007
2.98 2.16 1.83 1.41 1.66 **

** For the year ended December 31, 2007, the Company had an earnings to combined fixed charges and preferred stock dividends coverage
deficiency of $144.2 million.

6
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DESCRIPTION OF CAPITAL STOCK

Our authorized capital stock is 200,000,000 shares of common stock, $0.01 par value per share, and 1,500,000 shares of preferred stock, par
value $0.10 per share. As of June 30, 2012, 95,661,853 shares of common stock and 353,355 shares of our 6.50% Series A Convertible
Perpetual Preferred Stock were outstanding. In addition to the summary of our capital stock that follows, we encourage you to review our
restated certificate of incorporation, our amended and restated bylaws and the certificate of designations, which we have filed with the SEC. A
copy of our restated certificate of incorporation, was filed with the SEC as Exhibit 3.1 to our Annual Report on Form 10-K on June 27, 2005,
and a copy of our certificate of amendment to the restated certificate of incorporation was filed with the SEC as Exhibit 3.1 to our Current
Report on Form 8-K filed October 31, 2006. A copy of our amended and restated bylaws was filed with the SEC as Exhibit 3.3 to our Quarterly
Report on Form 10-Q filed on November 4, 2009. A copy of our certificate of designations for the 6.50% Series A Convertible Perpetual
Preferred Stock was filed with the SEC as Exhibit 3.1 to our Current Report on Form 8-K filed March 9, 2006.

Description of Common Stock

The common stock, par value $.01 per share, of the Company has the following rights, preferences and privileges:

Voting rights. Each outstanding share of common stock entitles its holder to one vote on all matters submitted to a vote of the Company�s
stockholders, including the election of directors. The common stock generally votes together with the Company�s 6.5% Series A Convertible
Perpetual Preferred Stock as a single class. There are no cumulative voting rights. Generally, all matters to be voted on by stockholders must be
approved by a majority of the votes entitled to be cast by all shares present or represented by proxy.

Dividends. Holders of common stock are entitled to receive dividends when, as and if declared by the Company�s board of directors out of assets
legally available for the payment of dividends.

Liquidation. In the event of a liquidation, dissolution or winding up of the Company�s affairs, whether voluntary or involuntary, after payment of
our liabilities and obligations to creditors, the Company�s remaining assets will be distributed ratably among the holders of the common stock on
a per share basis. If there is any preferred stock outstanding at such time, holders of the preferred stock may be entitled to distribution and/or
liquidation preferences. In either case, the Company will need to pay the applicable distribution to the holders of preferred stock before
distributions are paid to the holders of the common stock.

Rights and preferences. The common stock has no preemptive, redemption, conversion or subscription rights. The rights, powers, preferences
and privileges of holders of the common stock are subject to, and may be adversely affected by, the rights of the holders of shares of any series
of preferred stock that the Company may designate and issue in the future.

Description of Preferred Stock

Our board of directors has the authority, without further shareholder approval, to issue shares of preferred stock from time to time in one or more
series, with such voting powers or without voting powers, and with such designations, preferences and relative participating, optional or other
special rights, and qualifications, limitations or restrictions thereof adopted by our board of directors, as shall be expressed in the resolutions
providing therefor. A prospectus supplement relating to any series of preferred stock being offered will include specific terms relating to the
offering. They will include:

� the title and stated value of the preferred stock;

� the price or prices at which the preferred stock may be purchased;

� the number of shares of the preferred stock offered, the liquidation preference per share and the offering price of the preferred stock;
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� the dividend rate(s), period(s), and/or payments date(s) or method(s) of calculation thereof applicable to the preferred stock;

� whether dividends shall be cumulative or non cumulative and, if cumulative, the date from which the dividends on the preferred
stock shall accumulate;

� the procedures for an auction and remarketing, if any, for the preferred stock;

� the provisions for a sinking fund, if any, for the preferred stock;

� the voting rights of the preferred stock;

� the provisions for redemption, if applicable, of the preferred stock;

� the terms and conditions, if applicable, upon which the preferred stock will be convertible into our common stock or exchangeable
for other securities, including the conversion price, or the manner of calculating the conversion price, and conversion period or the
exchange ratio, or manner of calculating the exchange ratio, and exchange period;

� if appropriate, a discussion of the United States federal income tax considerations applicable to the preferred stock;

� the ranking of the preferred stock relative to the common stock and any outstanding series of preferred stock; and

� any other specific terms, preferences, rights, limitations or restrictions of the preferred stock.
Unless otherwise stated in a prospectus supplement relating to the series of preferred stock being offered, holders of our preferred stock will
have no preemptive rights.

The issuance of preferred stock could adversely affect the voting power of holders of common stock, as well as dividend and liquidation
payments on both common and preferred stock. It also could have the effect of delaying, deferring or preventing a change in control.

The terms, if any, on which the preferred stock may be convertible into common stock or exchangeable for other securities will be detailed in the
prospectus supplement. The terms will include provisions as to whether conversion or exchange is mandatory, at the option of the holder, or at
our option, and may include provisions pursuant to which the number of shares of common stock or other securities to be received by the holders
of preferred stock would be subject to adjustment.

8
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DESCRIPTION OF WARRANTS

We may issue warrants, including warrants to purchase common stock, preferred stock, or other securities of the Company, or any combinations
of the foregoing. Warrants may be issued independently or together with any securities and may be attached to or separate from the securities.
The warrants will be issued under warrant agreements to be entered into between us and a warrant agent as detailed in the prospectus supplement
relating to warrants being offered.

The applicable prospectus supplement will describe the following terms, where applicable, of the warrants in respect of which this prospectus is
being delivered:

� the title of the warrants;

� the aggregate numbers of the warrants;

� the price or prices at which the warrants will be issued;

� the currencies in which the price or prices of the warrants may be payable;

� the designation, amount and terms of the offered securities purchasable upon exercise of the warrants;

� the designations and terms of the other offered securities, if any, with which the warrants are issued and the number of the warrants
issued with each security;

� if applicable, the date on and after which the warrants and the offered securities purchasable upon exercise of the warrants will be
separately transferable;

� the price or prices at which and currency or currencies in which the offered securities purchasable upon exercise of the warrants may
be purchased;

� the date on which the right to exercise the warrants shall commence and the date on which the right shall expire;

� the minimum or maximum amount of the warrants which may be exercised at any one time;

� information with respect to book-entry procedures, if any;

� if appropriate, a discussion of the United States federal income tax considerations applicable to the warrants; and

�
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DESCRIPTION OF DEBT SECURITIES

We may offer debt securities which may be senior, subordinated or junior subordinated and may be convertible. Unless otherwise specified in
the applicable prospectus supplement, our debt securities will be issued in one or more series under either our existing indenture or another
indenture to be entered into between us and the trustee. Our existing indenture is attached as an exhibit to the registration statement of which this
prospectus forms a part.

The following description briefly sets forth certain general terms and provisions of the debt securities that we may offer. The particular terms of
the debt securities offered by any prospectus supplement and the extent, if any, to which these general provisions may apply to the debt
securities, will be described in the related prospectus supplement. Accordingly, for a description of the terms of a particular issue of debt
securities, reference must be made to both the related prospectus supplement and to the following description.

Debt Securities

The aggregate principal amount of debt securities that may be issued under the indenture is unlimited. The debt securities may be issued in one
or more series as may be authorized from time to time pursuant to a supplemental indenture entered into between us and the trustee or an order
delivered by us to the trustee. For each series of debt securities we offer, a prospectus supplement accompanying this prospectus will describe
the following terms and conditions of the series of debt securities that we are offering, to the extent applicable:

� title and aggregate principal amount;

� whether the debt securities will be senior, subordinated or junior subordinated;

� applicable subordination provisions, if any;

� conversion or exchange into other securities or property of the Company or any other person;

� percentage or percentages of principal amount at which the debt securities will be issued;

� maturity date(s);

� interest rate(s) or the method for determining the interest rate(s);

� whether interest on the debt securities will be payable in cash or additional debt securities of the same series;

� dates on which interest will accrue or the method for determining dates on which interest will accrue and dates on which interest will
be payable;

� whether the amount of payment of principal of, premium, if any, or interest on the debt securities may be determined with reference
to an index, formula or other method;
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� redemption, repurchase or early repayment provisions, including our obligation or right to redeem, purchase or repay debt securities
under a sinking fund, amortization or analogous provision;

� if other than the debt securities� principal amount, the portion of the principal amount of the debt securities that will be payable upon
declaration of acceleration of the maturity;

� authorized denominations;

� form;

� amount of discount or premium, if any, with which the debt securities will be issued, including whether the debt securities will be
issued as �original issue discount� securities;

� the place or places where the principal of, premium, if any, and interest on the debt securities will be payable;

� where the debt securities may be presented for registration of transfer, exchange or conversion;

10
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� the place or places where notices and demands to or upon the Company in respect of the debt securities may be made;

� whether the debt securities will be issued in whole or in part in the form of one or more global securities;

� if the debt securities will be issued in whole or in part in the form of a book-entry security, the depository or its nominee with respect
to the debt securities and the circumstances under which the book-entry security may be registered for transfer or exchange or
authenticated and delivered in the name of a person other than the depository or its nominee;

� whether a temporary security is to be issued with respect to such series and whether any interest payable prior to the issuance of
definitive securities of the series will be credited to the account of the persons entitled thereto;

� the terms upon which beneficial interests in a temporary global security may be exchanged in whole or in part for beneficial interests
in a definitive global security or for individual definitive securities;

� the guarantors, if any, of the debt securities, and the extent of the guarantees and any additions or changes to permit or facilitate
guarantees of such debt securities;

� any covenants applicable to the particular debt securities being issued;

� any defaults and events of default applicable to the debt securities, including the remedies available in connection therewith;

� currency, currencies or currency units in which the purchase price for, the principal of and any premium and any interest on, such
debt securities will be payable;

� time period within which, the manner in which and the terms and conditions upon which the Company or the purchaser of the debt
securities can select the payment currency;

� securities exchange(s) on which the debt securities will be listed, if any;

� whether any underwriter(s) will act as market maker(s) for the debt securities;

� extent to which a secondary market for the debt securities is expected to develop;

� provisions relating to defeasance;

� provisions relating to satisfaction and discharge of the indenture;
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� any restrictions or conditions on the transferability of the debt securities;

� provisions relating to the modification of the indenture both with and without the consent of holders of debt securities issued under
the indenture;

� any addition or change in the provisions related to compensation and reimbursement of the trustee;

� provisions, if any, granting special rights to holders upon the occurrence of specified events

� whether the debt securities will be secured or unsecured, and, if secured, the terms upon which the debt securities will be secured and
any other additions or changes relating to such security; and

� any other terms of the debt securities that are not inconsistent with the provisions of the Trust Indenture Act (but may modify,
amend, supplement or delete any of the terms of the indenture with respect to such series of debt securities).

General

One or more series of debt securities may be sold as �original issue discount� securities. These debt securities would be sold at a substantial
discount below their stated principal amount, bearing no interest or interest at a rate which at the time of issuance is below market rates. One or
more series of debt securities may be variable rate debt securities that may be exchanged for fixed rate debt securities.

11
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United States federal income tax consequences and special considerations, if any, applicable to any such series will be described in the
applicable prospectus supplement.

Debt securities may be issued where the amount of principal and/or interest payable is determined by reference to one or more currency
exchange rates, commodity prices, equity indices or other factors. Holders of such debt securities may receive a principal amount or a payment
of interest that is greater than or less than the amount of principal or interest otherwise payable on such dates, depending upon the value of the
applicable currencies, commodities, equity indices or other factors. Information as to the methods for determining the amount of principal or
interest, if any, payable on any date, the currencies, commodities, equity indices or other factors to which the amount payable on such date is
linked and certain additional United States federal income tax considerations will be set forth in the applicable prospectus supplement.

The term �debt securities� includes debt securities denominated in U.S. dollars or, if specified in the applicable prospectus supplement, in any
other freely transferable currency or units based on or relating to foreign currencies.

We expect most debt securities to be issued in fully registered form without coupons and in denominations of $2,000 and any integral multiples
thereof. Subject to the limitations provided in the indenture and in the prospectus supplement, debt securities that are issued in registered form
may be transferred or exchanged at the principal corporate trust office of the trustee, without the payment of any service charge, other than any
tax or other governmental charge payable in connection therewith.

Guarantees

If specified in the applicable prospectus supplement, certain of our subsidiaries will guarantee the debt securities. Guarantees may be secured or
unsecured, senior, subordinated or junior subordinated. The particular terms of any guarantee will be described in the related prospectus
supplement.

Global Securities

The debt securities of a series may be issued in whole or in part in the form of one or more global securities that will be deposited with, or on
behalf of, a depositary identified in the prospectus supplement. Global securities will be issued in registered form and in either temporary or
definitive form. Unless and until it is exchanged in whole or in part for the individual debt securities, a global security may not be transferred
except as a whole by the depositary for such global security to a nominee of such depositary or by a nominee of such depositary to such
depositary or another nominee of such depositary or by such depositary or any such nominee to a successor of such depositary or a nominee of
such successor. The specific terms of the depositary arrangement with respect to any debt securities of a series and the rights of and limitations
upon owners of beneficial interests in a global security will be described in the applicable prospectus supplement.

Governing Law

The indenture and the debt securities shall be construed in accordance with and governed by the laws of the State of New York.

12
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PLAN OF DISTRIBUTION

We may sell the securities under this prospectus from time to time. We may sell the securities in one or more of the following ways from time to
time:

� to or through one or more underwriters or dealers;

� in short or long transactions;

� directly to investors;

� through agents; or

� through a combination of any of these methods of sale.
If we use underwriters or dealers in the sale, the securities will be acquired by the underwriters or dealers for their own account and may be
resold from time to time in one or more transactions, including:

� in privately negotiated transactions;

� in one or more transactions at a fixed price or prices, which may be changed from time to time;

� in �at the market offerings,� within the meaning of Rule 415(a)(4) of the Securities Act, to or through a market maker or into an
existing trading market, on an exchange or otherwise;

� at prices related to those prevailing market prices; or

� at negotiated prices.
We, and our underwriters, dealers or agents, reserve the right to accept or reject all or part of any proposed purchase of the securities. We will set
forth in a prospectus supplement the terms and offering of securities, including:

� the names of any underwriters, dealers or agents;

� any agency fees or underwriting discounts or commissions and other items constituting agents� or underwriters� compensation;

� any discounts or concessions allowed or reallowed or paid to dealers;
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� details regarding over-allotment options under which underwriters may purchase additional securities from us, if any;

� the purchase price of the securities being offered and the proceeds we will receive from the sale;

� the public offering price; and

� the securities exchanges on which such securities may be listed, if any.
We may enter into derivative transactions with third parties or sell securities not covered by this prospectus to third parties in privately
negotiated transactions from time to time. If the applicable prospectus supplement indicates, in connection with those derivative transactions,
such third parties (or affiliates of such third parties) may sell securities covered by this prospectus and the applicable prospectus supplement,
including in short sale transactions. If so, such third parties (or affiliates of such third parties) may use securities pledged by us or borrowed from
us or others to settle those sales or to close out any related open borrowings of securities, and may use securities received from us in settlement
of those derivative transactions to close out any related open borrowings of securities. The third parties (or affiliates of such third parties) in such
sale transactions will be underwriters and will be identified in an applicable prospectus supplement (or a post-effective amendment).

We may loan or pledge securities to a financial institution or other third party that in turn may sell the securities using this prospectus and an
applicable prospectus supplement. Such financial institution or third party may transfer its economic short position to investors in our securities
or in connection with a simultaneous offering of other securities offered by this prospectus.
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Underwriters, Agents and Dealers. If underwriters are used in the sale of our securities, the securities will be acquired by the underwriters for
their own account and may be resold from time to time in one or more transactions described above. The securities may be offered to the public
either through underwriting syndicates represented by managing underwriters or directly by underwriters. Generally, the underwriters�
obligations to purchase the securities will be subject to conditions precedent and the underwriters will be obligated to purchase all of the
securities if they purchase any of the securities. We may use underwriters with which we have a material relationship. We will describe in the
prospectus supplement, naming the underwriter, the nature of any such relationship.

We may authorize underwriters, dealers or agents to solicit offers by certain purchasers to purchase our securities from us at the public offering
price set forth in the prospectus supplement pursuant to delayed delivery contracts providing for payment and delivery on a specified date in the
future. The contracts will be subject only to those conditions set forth in the prospectus supplement, and the prospectus supplement will set forth
any commissions we pay for solicitation of these contracts.

Underwriters, dealers and agents may contract for or otherwise be entitled to indemnification by us against certain civil liabilities, including
liabilities under the Securities Act, or to contribution with respect to payments made by the underwriters, dealers or agents, under agreements
between us and the underwriters, dealers and agents.

We may grant underwriters who participate in the distribution of our securities an option to purchase additional securities to cover
over-allotments, if any, in connection with the distribution.

Underwriters, dealers or agents may receive compensation in the form of discounts, concessions or commissions from us or our purchasers, as
their agents in connection with the sale of our securities. These underwriters, dealers or agents may be considered to be underwriters under the
Securities Act. As a result, discounts, commissions or profits on resale received by the underwriters, dealers or agents may be treated as
underwriting discounts and commissions. The prospectus supplement will identify any such underwriter, dealer or agent and describe any
compensation received by them from us. Any public offering price and any discounts or concessions allowed or re-allowed or paid to dealers
may be changed from time to time.

Any underwriter may engage in over-allotment transactions, stabilizing transactions, short-covering transactions and penalty bids in accordance
with Regulation M under the Exchange Act. Over-allotment involves sales in excess of the offering size, which create a short position.
Stabilizing transactions permit bids to purchase the underlying security so long as the stabilizing bids do not exceed a specified maximum.
Short-covering transactions involve purchases of our securities in the open market after the distribution is completed to cover short positions.
Penalty bids permit the underwriters to reclaim a selling concession from a dealer when the securities originally sold by the dealer are purchased
in a transaction to cover short positions. Those activities may cause the price of the securities to be higher than it would otherwise be. If
commenced, the underwriters may discontinue any of the activities at any time. We make no representation or prediction as to the direction or
magnitude of any effect these transactions may have on the price of our securities. For a description of these activities, see the information under
the heading �Underwriting� in the applicable prospectus supplement.

Underwriters, broker-dealers or agents who may become involved in the sale of our securities may engage in transactions with and perform other
services for us for which they receive compensation.

Stabilization Activities. In connection with an offering through underwriters, an underwriter may purchase and sell securities in the open market.
These transactions may include short sales, stabilizing transactions and purchases to cover positions created by short sales. Short sales involve
the sale by the underwriters of a greater number of securities than they are required to purchase in the offering.
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�Covered� short sales are sales made in an amount not greater than the underwriters� option to purchase additional securities from us in the
offering, if any. If the underwriters have an over-allotment option to purchase additional securities from us, the underwriters may consider,
among other things, the price of securities available for purchase in the open market as compared to the price at which they may purchase
securities through the over-allotment option. �Naked� short sales are any sales in excess of such option or where the underwriters do not have an
over-allotment option. The underwriters must close out any naked short position by purchasing securities in the open market. A naked short
position is more likely to be created if the underwriters are concerned that there may be downward pressure on the price of the securities in the
open market after pricing that could adversely affect investors who purchase in the offering.

Accordingly, to cover these short sales positions or to otherwise stabilize or maintain the price of the securities, the underwriters may bid for or
purchase securities in the open market and may impose penalty bids. If penalty bids are imposed, selling concessions allowed to syndicate
members or other broker-dealers participating in the offering are reclaimed if securities previously distributed in the offering are repurchased,
whether in connection with stabilization transactions or otherwise. The effect of these transactions may be to stabilize or maintain the market
price of the securities at a level above that which might otherwise prevail in the open market. The imposition of a penalty bid may also affect the
price of the securities to the extent that it discourages resale of the securities. The magnitude or effect of any stabilization or other transactions is
uncertain.

Direct Sales. We may also sell securities directly to one or more purchasers without using underwriters or agents. In this case, no agents,
underwriters or dealers would be involved. We may sell securities upon the exercise of rights that we may issue to our securityholders. We may
also sell the securities directly to institutional investors or others who may be deemed to be underwriters within the meaning of the Securities
Act with respect to any sale of those securities.

Trading Market and Listing of Securities. Any common stock sold pursuant to a prospectus supplement will be listed on the New York Stock
Exchange. The securities other than common stock may or may not be listed on a national securities exchange. It is possible that one or more
underwriters may make a market in a class or series of securities, but the underwriters will not be obligated to do so and may discontinue any
market making at any time without notice. We cannot give any assurance as to the liquidity of the trading market for any of the securities.

Any debt securities sold pursuant to a prospectus supplement will be new issues of securities with no established trading market and, unless
otherwise specified in the applicable prospectus supplement, we will not list any series of the debt securities on any exchange. It has not
presently been established whether the underwriters, if any, of the debt securities will make a market in the debt securities. If the underwriters
make a market in the debt securities, such market making may be discontinued at any time without notice. No assurance can be given as to the
liquidity of the trading market for the debt securities.
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WHERE YOU CAN FIND MORE INFORMATION

We are subject to the information reporting requirements of the Exchange Act, and, in accordance with these requirements, we are required to
file periodic reports and other information with the SEC. The reports and other information filed by us with the SEC may be inspected and
copied at the public reference facilities maintained by the SEC as described below.

We have filed with the SEC a registration statement on Form S-3 (the �Registration Statement,� which term shall encompass all amendments,
exhibits, annexes and schedules thereto and all documents incorporated by reference therein) pursuant to the Securities Act, and the rules and
regulations promulgated thereunder, with respect to the securities offered hereby. This prospectus, which constitutes a part of the registration
statement, does not contain all the information contained in the registration statement, parts of which are omitted in accordance with the rules
and regulations of the SEC. For further information with respect to us and the securities offered hereby, reference is made to the Registration
Statement.

You may copy and inspect the Registration Statement, including the exhibits thereto, and the periodic reports and information referred to above
at the SEC�s Public Reference Room at 100 F Street, N.E., Room 1580, Washington, D.C. 20549 at prescribed rates. Please call the SEC at
1-800-SEC-0330 for further information on the public reference room. Our public filings are also available to the public from commercial
document retrieval services and at the Internet worldwide website maintained by the SEC at �http://www.sec.gov.�

In addition, you may obtain these materials on our website. Our Internet website address is www.healthsouth.com. Information on our website
does not constitute part of this prospectus and should not be relied upon in connection with making any investment decision with respect to our
securities.
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INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

This prospectus �incorporates by reference� information that we have filed with the SEC under the Exchange Act, which means that we are
disclosing important information to you by referring you to those documents. Any statement contained in this prospectus or in any document
incorporated or deemed to be incorporated by reference into this prospectus will be deemed modified or superseded for the purposes of this
prospectus to the extent that a statement contained in this prospectus or any subsequently filed document which also is, or is deemed to be,
incorporated by reference into this prospectus modifies or supersedes that statement. Any statement so modified or superseded will not be
deemed, except as so modified or superseded, to constitute a part of this prospectus. Accordingly, we incorporate by reference the specific
documents listed below and any future filings made with the SEC after the date hereof under Section 13(a), 13(c), 14, or 15(d) of the Exchange
Act which will be deemed to be incorporated by reference into this prospectus and to be part of this prospectus from the date we subsequently
file such reports and documents until the termination of this offering, except that any such reports or portions thereof which are furnished and
not filed shall not be deemed incorporated by reference herein:

� Our Annual Report on Form 10-K for the fiscal year ended December 31, 2011, filed with the SEC on February 23, 2012 (the
financial statements therein have been superseded by the financial statements included in the Current Report on Form 8-K filed on
September 6, 2012);

� Our Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2012, filed with the SEC on May 1, 2012;

� Our Quarterly Report on Form 10-Q for the fiscal quarter ended June 30, 2012, filed with the SEC on July 27, 2012;

� Our Current Reports on Form 8-K filed with the SEC on February 28, 2012, May 8, 2012, August 13, 2012, and September 6, 2012;

� Our Definitive Proxy Statement on Schedule 14A, filed with the SEC on April 2, 2012; and

� Our Registration Statement on Form 8-A, filed with the SEC on October 1, 2009, describing our common stock, and any amendment
or report filed with the SEC for the purpose of updating the description.

We will provide without charge to each person to whom a copy of this prospectus has been delivered a copy of any and all of these filings. You
may request a copy of these filings by writing or telephoning us at:

HealthSouth Corporation

General Counsel

3660 Grandview Parkway, Suite 200

Birmingham, Alabama 35243

(205) 967-7116
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LEGAL MATTERS

Unless otherwise specified in a prospectus supplement accompanying this prospectus, Alston & Bird LLP, New York, New York, will provide
opinions regarding the authorization and validity of the securities. Alston & Bird LLP may also provide opinions regarding certain other matters.
Any underwriters will also be advised about legal matters by their own counsel, which will be named in the prospectus supplement.

EXPERTS

The financial statements incorporated in this Prospectus by reference to HealthSouth Corporation�s Current Report on Form 8-K dated September
6, 2012 and management�s assessment of the effectiveness of internal control over financial reporting (which is included in Management�s Report
on Internal Control over Financial Reporting) incorporated in this Prospectus by reference to the Annual Report on Form 10-K of HealthSouth
Corporation for the year ended December 31, 2011 have been so incorporated in reliance on the report of PricewaterhouseCoopers LLP, an
independent registered public accounting firm, given on the authority of said firm as experts in auditing and accounting.
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