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PRESENTATION

Operator
Good day everyone and welcome to this joint conference call hosted by Kindred Healthcare and RehabCare Group. Today s call is being recorded.

At this time for opening remarks and introductions I would like to turn the call over to Mr. Eddie Jones. Mr. Jones, please go ahead.

Eddie Jones - Corporate Communications, Inc. - IR
Good morning. Welcome to the Kindred Healthcare and RehabCare Group joint conference call. This is Eddie Jones from Corporate Communications.

Before the presentation I would like read to a cautionary statement. This conference call includes forward-looking statements as defined in Section 27A of the
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934 which involves a number of risks and uncertainties. Such forward-looking
statements are based on management s current expectations and include known and unknown risks,
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uncertainties, and other factors, many of which neither Kindred nor RehabCare is able to predict or control, that may cause the Company s actual results or
performance to differ materially from any future results or performance expressed or implied by such forward-looking statements.

Kindred and RehabCare caution participants that any forward-looking information is not a guarantee of future performance and that actual results could differ
materially from those contained in the forward-looking information. Kindred and RehabCare direct you to the cautionary statement contained in the joint press
release issued by the companies this morning. Additional information regarding forward-looking statements is included on Kindred s website.

This communication does not constitute an offer to sell or a solicitation of an offer to buy any securities or solicitation of any vote or approval. In connection with
the pending transaction with RehabCare, Kindred will file with the Securities and Exchange Commission a registration statement on Form S-4 that will include a
joint proxy statement of Kindred and RehabCare that also constitutes a prospectus of Kindred. Kindred and RehabCare will mail the definitive proxy statement
prospectus to their respective stockholders. You should review those materials carefully as they will include important information regarding the acquisition,
including the information about Kindred and RehabCare, their respective directors, executive officers, and certain other members of management and employees
who may be deemed to be participants in the solicitation of proxies in favor of the pending acquisition.

It is now my pleasure to introduce the participants in today s call. Paul Diaz, President and Chief Executive Officer of Kindred; John Short, President and Chief
Executive Officer of RehabCare; Rich Lechleiter, Executive Vice President and Chief Financial Officer of Kindred; and Jay Shreiner, Executive Vice President
and Chief Financial Officer of RehabCare. Mr. Diaz will begin the call.

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Thanks, Eddie, and good morning, everyone. Appreciate joining us on such short notice. I do want to recommend for those who have not had an opportunity to go
to our website, you will find an updated investor presentation that we have developed with our partners at RehabCare that really go through the transaction. You
may want to refer to that during the course of the call today, as well as a recently issued Quality Report which I think gives a very compelling case for the value
proposition for our patients and the healthcare delivery system as we begin to talk with you about this opportunity this morning.

John and I jointly announced our agreement to bring together Kindred and RehabCare Group to form the premier post-acute healthcare provider in the United
States. The combined Company, with annual revenues of over $6 billion, will be the largest provider of postacute services in the US, with over 75,000 employees
and operations in 46 states.

The Company will operate 118 long-term acute care hospitals, 226 nursing and rehabilitation centers, 121 inpatient rehab facilities, primarily hospital-based, 1,808
hospital, skilled nursing, and assisted living facility rehabilitation therapy services contracts across the country, making us the largest rehab provider in the United
States.

But this opportunity is also about improving lives. By bringing together these two strongly aligned organizations and our dedicated and compassionate teams of
therapists, physicians, nurses, and caregivers, we will deliver on the promises of both companies to provide hope, promote recovery, and help our patients regain
their lives as we work to improve care coordination and return them home.

Under the terms of our agreement, each stockholder of RehabCare common stock will receive $26 per share in cash and approximately $9 per share of Kindred
common stock for a total consideration with a current value of approximately $35 per share. Kindred expects to issue approximately 12 million shares in
connection with the acquisition.

The aggregate value of the pending transaction approximates $1.3 billion, including approximately $400 million of existing debt. Both companies begin this
venture having reported very strong Q4 clinical and financial results, providing significant momentum to the transaction and a strong foundation for the combined
Company.

The combined Company will be the number-one operator of long-term acute care hospitals; the number-one operator of inpatient rehab facilities; the number-one
skilled nursing and contract rehabilitation provider; and the number-three operator of skilled nursing and rehabilitation centers. We believe that this transaction
will be highly accretive to Kindred s earnings and will create significant value for the stockholders of both companies.
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We expect the combined Company to achieve operating synergies of approximately $40 million within a period of two years following the completion of the
transaction. Kindred has obtained a financing commitment from JPMorgan, Morgan Stanley, and Citigroup in connection with our planned merger. We expect to
have in place approximately $1.9 billion of long-term financing, with approximately $1.6 billion outstanding at the time of the merger.

The RehabCare acquisition is subject to certain conditions including approvals by the stockholders of both companies, consummation of financing, antitrust
clearance, and the receipt of licensure and regulatory approvals. We expect to complete the RehabCare merger on or about June 30, 2011.

We believe that this transaction will result in meaningful growth for Kindred s stockholders and will further strengthen our credit profile. We are particularly
excited about the opportunity to add RehabCare s services in our cluster markets and inpatient rehab services to our service offerings.

Together with our growing home care and hospice businesses, the merger offers our patients an expanded continuum of services and the opportunity for us to
continue the care for our patients and residents through an entire episode of treatment and recovery.

Both Kindred and RehabCare have been aggressively developing a postacute continuum of service lines in local markets long-term care hospitals, inpatient rehab
facilities, subacute or transitional care centers, long-term care including Alzheimer s and dementia care, and home care and hospice services. This enables us to
partner with hospitals, health systems, and payors to better manage episodes of care while at the same time improving quality and reducing costs. The combination
of the two companies will support and accelerate this strategy.

In today s acquisition announcement we provided pro forma financial projections as if the transaction was completed on January 1, 2011. These projections assume
that we will realize approximately $25 million of operating synergies in the first year following the completion of the acquisition.

In addition, nonrecurring costs and expenses associated with the transaction have been excluded from the projections. In summary, we expect that the pro forma
operating income or EBITDAR of the Company will range between $892 million and $909 million, while pro forma EBITDA should range from $470 million to
$487 million. Income from continuing operations is expected to range from $101 million to $111 million, or $1.95 to $2.15 per diluted share.

As we indicated in this morning s announcement, we believe the adjusted leverage of the combined Company, with rents capitalized at 6 times, will approximate
4.5 at the end of 2011, approximately the same as Kindred s standalone adjustment leverage at 12/31/2010.

Finally, I want to welcome on behalf of all my colleagues at Kindred the RehabCare team as we jointly pursue the closing of this transaction and the building of a
great new Company. This is a very exciting time for the stockholders of both Kindred and RehabCare and a great opportunity for our employees and the
communities we serve.

Before we go to Q&A I would love to have John add a few comments on his perspectives on the merger.

John Short - RehabCare Group, Inc. - President, CEO

Thanks, Paul, and good morning, everyone. As Paul indicated, our combination with Kindred creates the nation s premier provider of services along the postacute
continuum. In addition to delivering significant shareholder value, our blended organization will provide an unmatched depth of services, resources, and
experience for our patients, clients, and clinical professionals across the country.

We are pleased that the RehabCare brand, which has been synonymous with high-quality, innovative post-acute care for nearly 30 years, will represent the
combined Company s contract rehabilitation services going forward. And now, Paul, back to you for questions.

Paul Diaz - Kindred Healthcare, Inc. - President, CEO
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Operator

(Operator Instructions) Sachin Shah, Capstone Global Markets.

Sachin Shah - Capstone Global Markets - Analyst

Hi, good morning. I just wanted to clarify. So you are expecting $40 million in synergies on the cost side. Any kind of indication how much top-line sales  top-line
synergies you are expecting?

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Well, I think that is a very important point. We think there are a lot of opportunities in terms of the combined business to not only realize cost synergies, but over
the intermediate to longer-term revenue synergies. One of the things that I would point to you in our presentation is the increasing frequency at which postacute
patients are accessing multiple different postacute settings.

So as we continue to try to reduce length of stay in acute care hospital and through our inpatient rehab facilities, long-term acute care hospitals, or our nursing and
rehab centers, we are seeing greater and greater discharges from one setting to another from an LTAC to a skilled hosting facility; from a skilled nursing facility
to home health. And that is an opportunity for patients, but clearly that is a revenue synergy that we expect when we get through the integration that the team and
our doctors and physician case management teams will be very excited about.

This is something that is energized as much from the wants and needs of our patients and our nurses, telling us that they want to continue to care for these patients
and see their care through a whole episode.

Sachin Shah - Capstone Global Markets - Analyst

So is it fair to say that the possibility of top-line synergies may be equivalent or a little bit more than the $40 million on the cost side?

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Well, what I would say is that both companies have a baseline that, as we look at our 11 estimates and the guidance that we provided, certainly have strong growth
and rebounds from the 2010 volume challenges that we all faced. We are pleased that Q4 we started to see that turn around. We are starting to see volumes
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But I think it would be early to estimate the revenue synergies that we will hope to see over the longer term. John?

John Short - RehabCare Group, Inc. - President, CEO

No, beyond what we have already provided in our respective outlooks, clearly there is a ton of opportunities, especially in cluster markets, to increase our revenue
over and above our stand-alone businesses. But it is too early to really calibrate any of that.

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Or just finish up, our baseline models assume that we re going to grow admissions and so  but over the longer term we certainly are excited about the opportunity
between this broader array of services to grow revenues and manage patients in a more coordinated way.

Operator

Frank Morgan, RBC Capital Markets.

(9]
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Frank Morgan - RBC Capital Markets - Analyst

Good morning. Congratulations. Hey, I kind of like cost synergies; and I know the revenue synergies will come with time, but in terms of the numbers that you
gave for cost synergies as a percentage of RehabCare s revenue base, that seems awfully low. So I am hoping to hear a little bit more detail.

Do you feel like that is conservative? Any specific areas? What does that number actually incorporate, the $25 million going to $40 million over two years?

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Look, we clearly have a lot of cost savings opportunities here. But this is a growth platform, and so we also want to make sure that all of our therapists, all of our
nurses, each of our sites of service don t have any interruption in the things they need to do to care for their patients and run their businesses and achieve their
already pretty strong 11 growth targets.

A lot of the synergies are realizable. They have been identified. All of the $40 million of synergies have been identified. We have got $6 million of purchasing
synergies, for example.

There are a lot of opportunities here. But we think until we get further into the integration planning and see our way through the Day One readiness that we hope to
have, it is premature to get too far ahead of ourselves here.

Frank Morgan - RBC Capital Markets - Analyst

Okay. Just on the subject of leverage after the deal, do you have any targets of where and over what period of time you can get your leverage level down?

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Yes. I mean as we pointed out, we are going to  based on the expected performance over the next couple of quarters I think it will be down from the pro forma,
looking in the back rearview mirror, by the time we get to closing. But we certainly hope that we will be able to substantially reduce the leverage over the next 12
to 24 months.

And we have got a tremendous amount of operating cash flow that is generated. As you know, over many years we have been using a lot of that operating cash
flow for our organic development.

10
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So I think we will continue to pursue those opportunities, but only in the context of delevering first. So a great deal of flexibility, Frank, in terms of our ability to
pay down debt quickly and lower our leverage profile fairly quickly as well.

Frank Morgan - RBC Capital Markets - Analyst
Great. Got one more and I will hop off. Any concerns, any particular markets with FTC issues?

Then secondly, just kind of timing of the offering that you are contemplating here, the 12 million shares. Thank you. I will hop off.

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Well, with respect to the FTC review, as you know our colleagues at Select have gone through this process with their Regency deal. We went through a process
recently in Southern California with our Vista deal. So we don t see any market issues that are anticompetitive in any of the big markets that we are in together,
Houston or any other, our markets.

So we feel good that there is plenty of alternative LTAC opportunities or rehab opportunities in the different markets we serve for others.

6
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Rich Lechleiter - Kindred Healthcare, Inc. - EVP, CFO

I think, Frank, on your question about the offering, there won t be a public offering of shares; it will be an exchange of shares in the context of the closing of the
transaction.

Operator

Kevin Fischbeck, Bank of America Merrill Lynch.

Kevin Fischbeck - BofA Merrill Lynch - Analyst

Okay, thank you. Yes, obviously RehabCare has a number of different divisions within it. Is there one product offering that kind of drew you in more so than the
other?

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Well, you know, we have always said that core to our mission, Kevin, is rehab. And we have, over the last few years we have had a RehabMax plan to really
turbocharge the rehab departments of our nursing and rehab centers as we have converted more traditional nursing homes to transitional care centers and added
more transitional care units. Similarly, RehabMax has been a $12 million facelift and additional staffing initiative in our long-term acute care hospitals as well.

The real excitement for me and I think the opportunity here is that rehab provided in these different settings is how we get people home. The ability to bring in the
clinical skills of our colleagues at RehabCare, add the inpatient rehab facility services to our service continuum, and to learn from each other in terms of expanding
our service offerings I think adds a great deal of a halo effect in our cluster markets. We have talked in the past about the halo that our hospitals have provided our
nursing and rehab centers, in terms of elevating our clinical competencies and, in the context of RUGs IV, being able to do more wound care and more respiratory
care and more cardio and pulmonary rehab.

This will further that strategy, because the clinical expertise particularly in the rehab area I think will further expand our competencies and create a broader halo
effect for us in terms of taking care of short-stay, rehab, and medically complex patients. But John may have some additional color on that too.

12
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John Short - RehabCare Group, Inc. - President, CEO

Well, I think it is a natural marriage of the strengths of both organizations. We have a greater emphasis on rehab. Obviously, Kindred is much larger than us in
terms of LTACs and skilled nursing facilities. When you blend the two together they fit very neatly.

So we can take advantage of each other s strengths and build upon that platform going forward. So we are very pleased with this deal.

Kevin Fischbeck - BofA Merrill Lynch - Analyst

Okay. I guess maybe just going back to Frank s question, I guess I understand not necessarily wanting to really outline the synergies per se. But when we think
about them as far as buckets go, is mostly kind of a G&A synergy?

I know that Rehab obviously had some core legacy hospitals that were still in kind of ramp-up mode, and then Triumph was kind of operating below its historical
margins. Do the synergies imply those assets improving, or is it kind of above what Rehab was going to do there anyway?

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

I think from Day One it will be all Kindred hospitals; and we focus on every single kindred Hospital and getting them to  and every Kindred nursing and rehab
center and all 2,000 of our sites, through our balanced scorecard, we focus on getting everybody to full potential. What full potential can mean will vary depending
on market conditions and lots of different things.

13
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But a lot of questions in your question, Kevin. On the synergy side, certainly as John said, one of the great strengths we bring is our IT infrastructure and
enterprise system. So a lot of the synergies come from the very straightforward, quick ability of us to move to our platform.

We have always said that we have, as we demonstrated in the Vista transaction and quite frankly, to take everybody back a few years, we merged and spun off a
$2 billion institutional pharmacy company and created a standalone public company in a very short period of time with no hiccups, great financial controls, and
PharMerica continues to be successful today. We did all that on the strength of our team in financial operations and information technology.

So we view this opportunity as really core on the operations and right to our sweet spot in terms of our back-office capabilities. Then coupled with some of the
technology innovations that RehabCare has done with mobile devices, Apple and Google, there s some fun stuff for us as we look past that integration in terms of
improving therapist and physician and nurse productivity.

Kevin Fischbeck - BofA Merrill Lynch - Analyst

Okay. Then just two quick questions on each of your guidance, because you guys each provided guidance and then we got the pro forma guidance. I guess first on
RehabCare, I just wanted to understand the comment in the outlook for the hospital division, saying that it includes a 1% reduction in Medicare reimbursements
for this rate year.

Are you just talking about a productivity adjustment? Or was there some other adjustment that was going on there?

Jay Shreiner - RehabCare Group, Inc. - EVP, CFO

The 1% is a combination of several items. It includes a 50 basis point reduction as a result of PPACA, as well as reweighting of DRGs. So the those are the two
biggest drivers of the 1% reduction.

Kevin Fischbeck - BofA Merrill Lynch - Analyst

Okay, so that is an absolute year-over-year reduction of 1%.

Jay Shreiner - RehabCare Group, Inc. - EVP, CFO

Correct.

14



Edgar Filing: REHABCARE GROUP INC - Form 425

Kevin Fischbeck - BofA Merrill Lynch - Analyst

Okay. I guess then maybe on Kindred s side, is there anything like that going on in your guidance? Then two, does your new pro forma guidance have any updated
thoughts on Medicaid? Has that changed at all versus when you provided guidance previously?

Rich Lechleiter - Kindred Healthcare, Inc. - EVP, CFO

Hey, Kevin, good morning. On the Medicaid question, we had anticipated a lot of this in our operating budgets. We have assumed in aggregate on the nursing
home side a very small increase on a per patient day basis about 1% in terms of a  in terms of rate.

In terms of the rate question around the LTACs, we have taken a similar tack to Jay in that regard.

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

You know, just more broadly, I think that from a credit and from an equity perspective, one of the opportunities here is we continue to diversify and broaden our
revenue base. We will do much more revenue in commercial business than we do in Medicaid.

15
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Our Medicaid exposure is spread out over 40 states. So when you think about the revenue base of this combined Company on the $6 billion, it s a very different
Company than some of our pure-play nursing home peers. We have been diversifying in many respects that way.

So I think the way to begin to think about this is you have got a rehab business with high margins and great drop-through to EPS that is approaching $1.3 billion.
You have got a hospital business approaching $3 billion with the Medicare and commercial payors there and our expanding relationships with commercial payors,
and a skilled nursing facility business that we continue to be quite excited about at $2.2 billion that has got great traction under RUGs IV and where we have been
expanding and investing capital to really reposition to a 21st-century nursing home, or our transitional care centers.

So it s a very different Company than it was five years ago, and this opportunity certainly accelerates that strategy that really began when we spun off our
pharmacy business. So there are a number of different elements here as we see, and I would emphasize again both companies very strong performance in Q4
across-the-board in terms of cost management, improvement in managing case mix, and rate improvement, and the opportunities we have going forward now as
we are seeing volumes trend to more normalized levels.

Kevin Fischbeck - BofA Merrill Lynch - Analyst

Okay, great. Thanks.

Operator

Adam Feinstein, Barclays Capital.

Adam Feinstein - Barclays Capital - Analyst
Good morning, everyone. First of all, congrats on what seems like a great deal here. So great, great job, Paul.

I guess maybe as a starting point, maybe just a little bit more detail on the background here. Is this something you guys have been contemplating for a long time?
Is this something that you have been contemplating since healthcare reform got passed?

Just curious to understand the background, then have a few follow-up questions.

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

16
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Again I will direct you to the investor presentation. I think that this is a continuation of our strategic plan to expand our service continuum in our cluster markets.
To we see and view rehab along with pulmonary care and complex wound care and care for diabetes patients as a huge demographic need. What this allows us to
really do is accelerate that strategy and expand our clinical capabilities as well as our as John pointed out, the additional bandwidth that we get in our cluster
markets.

So I think in the context of healthcare reform and the policy innovations that are being considered, one thinks about accountable care organizations, as one thinks
about episodic payments or bundled payments, this is absolutely positions us I think very uniquely within these cluster markets.

Both companies enjoy and have a very robust pipeline of relationships that are growing. We think that together our hospital partners, our payor partners will see,
as we talk about that circle of opportunity and filling that post-acute continuum, that we are uniquely positioned to be partners to accountable care organizations,
or participate in pilots or demonstrations around bundled payment and episodic payments.

Itis I guess one could view it offensively, but certainly defensively as well in that context.

Adam Feinstein - Barclays Capital - Analyst

9
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Okay. Then I guess just a couple of follow-ups here. I guess you guys have a much bigger presence in the LTAC business, Paul, so clearly as you think about
integrating the RehabCare LTACS, I guess  just curious. Are there is there much difference between the sites? So just curious if they are similar in terms of the
mix and everything else as well as just where they are located.

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Well, first of all, we are very pleased that Pat Henry and Mary Pat Welc and Brock Hardaway are going to be part of our team. We have got a lot of continuity in
terms of the key operating managers.

As we look at the RehabCare long-term acute care hospitals, their freestanding inpatient rehab facilities, and our interests  kind of going back, we have been
looking at several inpatient rehab facilities as well as ARU, acute rehab units, and have a number in the pipeline. This just accelerates that strategy.

They have got great assets, a great management team in Brock and Pat and Mary Pat. A great cultural fit and alignment of interests.

And as we think about things like margins, a lot of best practices to share. There are things that we do, as we have gone through the diligence, better than they do;
there are things that they do better than we do. And we are going to blend those talents I think for the benefit of patients and shareholders here very quickly.

I think we have got great line of sight on a lot of opportunities to again get all almost 2,000 of our sites of service to their full potential.

Adam Feinstein - Barclays Capital - Analyst

Okay. Then just with respect to your financial presentation going forward, are you still going to break out the LTAC from the rehab hospitals? Or are you just
going to have one reporting segment called hospitals?

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

We are going to do what we have always done.

Adam Feinstein - Barclays Capital - Analyst

Okay.
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Paul Diaz - Kindred Healthcare, Inc. - President, CEO

We re going to have Kindred hospitals; we re going to have RehabCare; and within RehabCare we are going to have our hospital rehab services and our skilled
nursing rehab services. Within those segments, there are growing and emerging businesses.

As you know, Adam, we have been pretty good incubators of these businesses over the years, organically, whether it is pharmacy or rehab. And we are very
excited to have a few more tools in our tool chest here in terms of organic business development.

Until it is like the home care and hospice business, it s approaching $40 million. And once we delever a little bit we are going to get real aggressive on adding that
to our cluster markets as well. Until those businesses mature and get to a size and scale that it makes sense to break them out, we are going to just focus internally
on those segments.

Adam Feinstein - Barclays Capital - Analyst

Okay. Then just a final question and Paul, you keep talking about starting businesses and spinning businesses off. So I guess should we read into that to say that
you would be open to doing something like that again in the future, to the extent there is an opportunity with the contracting business? Sorry to put you on the
spot, but

10
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Paul Diaz - Kindred Healthcare, Inc.- President, CEO

That is a hell of a question today. Look, we are first and foremost fiduciaries to our patients and our shareholders. We have always been aggressive capitalists in
terms of maximizing and monetizing value. I think as we look out, this is about growth. There is a lot of growth opportunities.

So I think we are much more focused on growing the rehab businesses both in the hospital component and the nursing component under Pat and Chris Bird s
leadership. I would also say that as we look down the road there will be other opportunities and other ways to return value to shareholders, whether it is dividend
policies or other things.

This Company is going to throw off a lot of cash flow. And that cash flow, once we get back to our targeted leverage ratios, we will look for our organic and
cluster development projects; but we will also again be regularly mindful of how we can return value to shareholders in a way that is meaningful.

I think the size and scale and diversity of the revenue base and the improved margin profile will allow us to look at lots of different options in the years to come in
terms of creating shareholder value.

Adam Feinstein - Barclays Capital - Analyst

All right. Thank you very much.

Operator

Bryan Sekino, Barclays Capital.

Bryan Sekino - Barclays Capital - Analyst

Hi, thanks. Morning. Congratulations again. Thanks for squeezing me in here. Just a quick question on the cost of capital assumptions for the additional debt that
you are going to put on to get to that $1.8 billion.

If going forward I know you have talked about delevering; if you will look to possibly prune the portfolio for some of the facilities that may not necessarily be in
some of your cluster markets.
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Rich Lechleiter - Kindred Healthcare, Inc. - EVP, CFO

Good morning, Bryan. As we indicated in the release there will be roughly $1.9 billion of financing, of which $1.6 billion will be drawn. The undrawn portion will
represent our bank revolving credit, which will be collateralized primarily around accounts receivable.

So there will be plenty of liquidity for the Company post-transaction to continue along the lines of its core cluster development strategy as well as to be useful in
the integration of the two companies, particularly in the first 12 months.

The other thing that is important to note about the debt structure is that a significant amount of the debt structure will be in the form of pre-payable debt, both in
terms of the bank revolver itself and there will be another senior facility backed primarily by owned real estate which will also have prepayment options available
to us. So our ability to delever, as Paul said, particularly in the first 12 to 18 months will be fairly significant.

Paul Diaz - Kindred Healthcare, Inc. - President, CEO
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I would add that our 2011 plan for both companies have a fairly robust development pipeline that we fully expect to continue to advance in the context of each
company s development activities prior to close and the opportunities to continue to organically grow thereafter. So I think it is an important point that Rich makes.

I think what we will be challenged to do, though, is make sure that once we consummate the merger, to look at those transactions that give us the best returns on
invested capital, that further the strategy.

But we are very excited, again, about the growth aspects of this. We have had a very successful if you go back to our prior investor presentation and our guidance
for 11, all of that organic development including additional hospitals under development, conditional transitional care centers that we are building out of the
ground all of that continues to move forward.

Now the cash flow, the $70 million, $80 million of unencumbered cash flow that we still think we can generate in 11 will go to pay down debt first. That number
jumps to $150 million and starts getting to $200 million very quickly in terms of the ability to delever or, depending on how the business is performing, our
outlook around reimbursement and other factors, to continue our organic development plan.

So what I would say is that we have a tremendous amount of flexibility with respect to how we deploy capital, how we utilize our cash flow from operations, our
$300-million-plus cash flow from operations. And the true routine CapEx of the combined Company is $130 million, $140 million without  with continuing to
renovate and do refurbishments and those kind of things.

That gives us a lot of flexibility to pay down debt or again, depending on the situational analysis, to pursue our development pipeline. Including hospital joint
ventures, new LTAC and IRF development, and we have got a number of freestanding IRF projects that we are quite excited about.

Bryan Sekino - Barclays Capital - Analyst

Okay, thanks. Just one more question if I could shift gears here on the revenue top-line synergies that you talked about before. As I look at your cluster markets
here on the map you provided, there is clearly some overlay of the joint companies. I guess can you provide us with some insight in terms of what s the biggest
upside on the top line? Is it from gaining volumes from referral sources that you re not getting them all from? Or is it leverage with payors? Just any clarity you can
provide there.

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Well, as I said, I think the operators in both companies would say that their budgets for 11 on volume growth we pushed them pretty hard. So I am going to start a
mutiny before Day One it I start saying that we are going to do more than what is in our budgets in 11.

I think as you think beyond that, though, one of the things that we have been very successful at is developing and broadening our commercial relationships. I think
that is clearly something that we bring to the RehabCare team. Similarly, they have demonstrated a number of different best practices, things that are
margin-enhancing to how we look at our business.

I think the opportunity to further continue the care of a patient that might be coming out of an LTAC, who might need intensive rehab I often tell the story of Aunt
[Phoebe], my wife s aunt, who went from a Kindred LTAC. We saved her life, weaned her from a vent; but she had a double amputation and she had to go to an
inpatient rehab facility and ultimately finished her RehabCare at one of my nursing and rehab centers in Louisville. There are a lot  and Phoebe is 66 years old.
Just had a series of complex conditions.

There is an explosion of patients, unfortunately, that need multiple sites of service because they have very complex conditions. 25% of the Medicare spend is
being consumed by 15% of the patients because they have five or more chronic conditions. That is the sweet spot for us.
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Our ability to both on a post-acute and pre-acute basis manage that patient through our Continue the Care strategy is a revenue opportunity as we see it, educating
commercial payors participating in ACOs and other things over the longer term.

But those market dynamics are going to be years in the development. And I think it is awfully premature to take our revenue growth rates up in 11 or 12 before
those kinds of market integrations really meaningfully begin to happen.

Bryan Sekino - Barclays Capital - Analyst
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Okay. Thanks a lot. Congratulations again.

Operator

Eugene Goldenberg, BB&T Capital Markets.

Eugene Goldenberg - BB&T Capital Markets - Analyst

Good morning, guys, and congratulations on the transaction. Just a little bit of a deeper dive if we can on cost synergy front. The $40 million that has already been
identified, you mentioned that about $6 million of that is coming from purchasing synergies. Are there any other areas that you could identify for us at this time?

Paul Diaz - Kindred Healthcare, Inc. - President, CEO
As I said, a great amount of the opportunity is moving to our platform quickly. We think that that happens quickly.

We have got a senior management team. My partners across the aisle here, some of those folks are not  well, a lot of the operators are coming over with us. A lot
of the other senior managers are not. So there is a lot of Day One synergies in terms of the executive team. So it is not hard to start getting to those numbers when
you think about salaries, bonuses, executive compensation, equity, and those kinds of things.

So at the division levels, there s going to be very, very little change. What we really see here is both companies have a great opportunity to grow, have growth
expectations in their 11 plans, so at the district and regional and divisional levels, we want to keep everybody moving the way they are moving.

In terms of the system integrations and senior managers, is as where some of the more obvious synergies come from. But again I will use that purchasing synergy
as a way, as an example. When we closed on the Vista hospitals, Rich and Mike Grannan, our head of Purchasing, within 30 days we had those hospitals on our
purchasing programs, we saved $2 million like that. You could hear my click.

So the $6 million is the first run at just moving RehabCare onto our purchasing formularies. Over the longer term we have got great relationships with pharmacy
vendors and suppliers. But everyone is going to be on notice that we are going to be pursuing cost reduction with a vengeance, as we have these last couple of
years.

And if you look at our 2010 results, it wasn t driven by volume; it was driven by relentless cost savings and improvement in patient care. So we relentlessly cut
costs last year and managed costs while maintaining high levels of patient service at the bedside.

And that discipline, that acumen, will be very much a part of our DNA and fabric moving forward. So being more explicit right now I am not sure is constructive.
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Eugene Goldenberg - BB&T Capital Markets - Analyst

Got you. Thanks for that detail. I have two quick follow-ups. On the actual integration time frame for RHB, we have identified $40 million over two years. Is the
two-year time frame the appropriate time frame to think for a full integration of this acquisition?

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

A full integration? Yes. As we learn more and we have more legal ability to do things because we are in a period there is only so much we can do right now
legally and we get more visibility on what we can do and what we can do faster, we will absolutely keep all our investors apprised.

And to the extent that we have more opportunity faster, we will communicate that to you as that becomes available.
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Eugene Goldenberg - BB&T Capital Markets - Analyst

Got you. The last question I have is more quarter-specific. We have seen the margin profile of your rehab business come down, but part of that being made up in
your nursing home segment, which is what you predicted for the past few quarters.

Just your thoughts as to where you think those two particular areas can go now with the addition of the RehabCare business.

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

You know, that is clearly one of the gems here. One of the opportunities is both rehab businesses very successfully helped our nursing home customers transition
to RUGs IV. There is just a great opportunity for Chris and Pat to come together and make sure, first, that all of our customers are getting what they need and
continue to get what they need in terms of the intensity of rehab services their patients need.

We are still navigating the [MMPR] and Part B. That is a negative drag beginning in January.

But that being said, in terms of the shared knowledge, opportunities to improve productivity and efficiency, we do see as I have said the opportunity to get back
over the course of the next 12 to 18 months to the closer to historical margin profile of the combined business.

We ve got a lot more work to do in that regard. But Pat Henry and her team again together with our team just bring a wealth of experience. And we are very excited
about those collaborations.

Eugene Goldenberg - BB&T Capital Markets - Analyst

Thanks for taking my questions, guys.

Operator

Newton Juhng, FBR Capital Markets.

Newton Juhng - FBR Capital Markets - Analyst
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Thank you very much. Congratulations, guys. Did want to ask you about I m looking at, I think slide 11 of your presentation here. It looks like there s four
potential new cluster markets that you are looking at. Can you talk to me a little bit about what you re looking at there that makes those particular areas intriguing?

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Well, first and foremost, the relationships that John and the RehabCare team have developed plus some of the assets that we have in those markets. Those are
democratically strong markets, that Philly-New Jersey market, Kansas City and St. Louis.

We are early here. There are potentially others. This is the end of the beginning. We have got a lot of opportunity.

As Isaid we have  both companies have a fairly robust development pipeline. Now, we will take a disciplined step back until we reduce leverage, until we have
we have got great visibility right now on rates and improving volumes, but we are awfully excited about turning that spigot back on in terms of home health
acquisitions, IRF and LTAC development, post-moratorium, the continued development of transitional care centers. And really as you think about the skill sets we
are bringing here, together here and 1 ve talked a little bit about this and I know John has too. One of the pilots in the healthcare reform bill is continuing care
hospitals. Well, we are living that dream already.

As you think about our assets, our 118, the 12 hospital-based subacute units in our LTACs, and so we have got a lot of opportunity to grow within our own
portfolio as we look at where might we add inpatient rehab facility services or combine them with subacute services. So a lot of fun stuff to do. John, any color
from your perspective on the map?
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John Short - RehabCare Group, Inc. - President, CEO

No, I agree with you. We add clearly density in the post-acute continuum to your sites in a lot of those markets. We have got great relationships with major
healthcare systems that can help us jointly develop the entire continuum of care, which is clearly what CMS wants us to do. So we are excited about this.

Newton Juhng - FBR Capital Markets - Analyst

Thanks for the color there. So when I look at your IT platform, and Paul, you made a pretty good example of what you can do and how quickly you can get it up.
Obviously I look at that as something that is pretty important towards getting everybody on the same page. Can you give me some idea how long that s going to
take to get everybody onto the same IT platform in terms of the facilities?

Rich Lechleiter - Kindred Healthcare, Inc. - EVP, CFO

Yes, Newton, good morning. It s Rich. We have already put together what I think is a pretty exciting plan and certainly an aggressive plan around what we will call
Day One readiness, particularly with respect to the four financial systems across the organization, that will really have I think a very favorable impact in terms of
productivity and other things across all of the different businesses within RehabCare.

So I think as we think about the synergies and we think about productivity improvements around that and implementation of that, that $25 million we have a great
sense of confidence that in Year One we can easily achieve the $25 million synergy target within the context of that plan.

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Again we have to be careful and we haven t really been able to bring everyone over the wall yet in terms of some of the integration conversations. It s really been at
a fairly high level in the context of diligence. But if our success with Vista Hospital integration, our three nursing and rehab centers in Dallas  and again I take you
back not too long ago to the merger and spinoff of PharMerica, we think that we are very excited about the amount of Day One readiness and system conversion
that we can have in place and ensure that our operators on both sides of the aisle that no one will be wanting for the information they need to run their business,
care for their patients, and achieve their agreed-to and committed-to budgets.

So itis an area that I would put on a 9.8 of our confidence level around this transaction.

Newton Juhng - FBR Capital Markets - Analyst
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Okay, Paul; that s pretty high. Thanks.

Operator

Natasha Wong, United First Partners.

Natasha Wong - United First Partners - Analyst

Good morning. Congratulations on the deal. I was just wondering if you could provide a little bit of color on the licensure and the regulatory approvals that you
might require, please.

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Well, we need to go through the number of states that we operate in. We believe that and there are different processes in different state, certainly too many to go
through on that this phone call. But again in general terms, we think we can get to the goal date. Again both companies enjoy great reputations in the markets we
serve.

29



Edgar Filing: REHABCARE GROUP INC - Form 425

FINAL TRANSCRIPT

Feb 08, 2011/ 01:30PM GMT, KND - Kindred Healthcare to Acquire RehabCare Group Conference Call

Again, I think if you want to know about us and Kindred and RehabCare and the opportunities we have, one of the first things if you are a new investor, you don t
know us very well, go to our recently published Quality and Social Responsibility Report. Because it will give you the framework for and for policymakers of
this opportunity and the great progress we made in 2010 clinically, in customer service, and financially.

It s really foundational for now bringing our colleagues in RehabCare together with us. So nothing really in particular that I can comment on or that gives us any
concern.

Natasha Wong - United First Partners - Analyst

Okay. How many states do you expect to file in?

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

We are going to be in 46 states, so in all 46 states we re going to be talking with somebody about something, I am sure. But this is not our  we do this all the time;
and it is not something I may not put it at a 9.8, but it is pretty high on the confidence factor too.

Natasha Wong - United First Partners - Analyst

In the nines, could we say?

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Sure.

Natasha Wong - United First Partners - Analyst

Okay. In terms of regulatory approval, is it just US HSR, or do you need in other jurisdictions as well? I am guessing it is just HSR.
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Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Again, probably more appropriate if you want to call and talk to us off-line. Every state will have different change of ownership requirements and things for us to
work through.

Natasha Wong - United First Partners - Analyst

I meant in terms of countries. (multiple speakers) just be the US?

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Just US. We are all US. This is 46 states but all US-based.

Natasha Wong - United First Partners - Analyst

Okay, perfect.

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

16
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Great. Thank you so much.

Natasha Wong - United First Partners - Analyst

Thank you very much for taking my question. Thank you.

Paul Diaz - Kindred Healthcare, Inc. - President, CEO
Okay, well I think we need to wrap up. Again, we thank you all very much.

John, Jay, we re very excited about this, and it is just a great team of folks at RehabCare. Again, on behalf of my colleagues at Kindred across the Company, we are
very excited to come together. Appreciate all the support for everyone on the phone and again direct you to our presentation today as well as our Quality Report. A
lot of great new data and information there for you all to sink your teeth into as you think about this opportunity over the course of the next few days. John?

John Short - RehabCare Group, Inc. - President, CEO

No, we re excited. We are in. Let s get going.

Paul Diaz - Kindred Healthcare, Inc. - President, CEO

Hear, hear. Thank you all.

Operator
This does conclude today s presentation. Thank you for your participation.

Additional Information About this Transaction
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In connection with the proposed transaction with RehabCare Group, Inc. (_RehabCare ), Kindred Healthcare, Inc. ( Kindred ) will file with the
Securities and Exchange Commission (the _SEC ) a Registration Statement on Form S-4 that will include a joint proxy statement of Kindred and
RehabCare that also constitutes a prospectus of Kindred. Kindred and RehabCare will mail the definitive proxy statement/prospectus to their
respective stockholders. WE URGE INVESTORS AND SECURITY HOLDERS TO READ THE JOINT PROXY
STATEMENT/PROSPECTUS REGARDING THE PROPOSED TRANSACTION WHEN IT BECOMES AVAILABLE BECAUSE IT
WILL CONTAIN IMPORTANT INFORMATION. You may obtain a free copy of the joint proxy statement/prospectus (when available) and
other related documents filed by Kindred and RehabCare with the SEC at the SEC s website at www.sec.gov. The joint proxy
statement/prospectus (when available) and the other documents filed by Kindred and RehabCare with the SEC may also be obtained for free by
accessing Kindred s website at www.kindredhealthcare.com and clicking on the Investors link and then clicking on the link for SEC Filings or by
accessing RehabCare s website at www.rehabcare.com and clicking on the Investor Information link and then clicking on the link for SEC
Filings .

Participants in this Transaction

Kindred, RehabCare and their respective directors, executive officers and certain other members of management and employees may be
soliciting proxies from their respective stockholders in favor of the proposed transaction. Information regarding the persons who may, under the
rules of the SEC, be considered participants in the solicitation of stockholders in connection with the proposed transaction will be set forth in the
joint proxy statement/prospectus when it is filed with the SEC. You can find information about Kindred s executive officers
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and directors in Kindred s definitive proxy statement filed with the SEC on April 1, 2010. You can find information about RehabCare s executive
officers and directors in its definitive proxy statement filed with the SEC on March 23, 2010. You can obtain free copies of these documents
from Kindred or RehabCare, respectively, using the contact information above.

Forward-Looking Statements

Information set forth herein contains forward-looking statements, which involve a number of risks and uncertainties. Kindred and RehabCare
caution readers that any forward-looking information is not a guarantee of future performance and that actual results could differ materially from
those contained in the forward-looking information. Such forward-looking statements include, but are not limited to, statements about the
benefits of the business combination transaction involving Kindred and RehabCare, including future financial and operating results, the
combined company s plans, objectives, expectations and intentions and other statements that are not historical facts.

The following factors, among others, could cause actual results to differ from those set forth in the forward-looking statements: (a) the receipt of
all required licensure and regulatory approvals and the satisfaction of the closing conditions to the acquisition of RehabCare by Kindred,
including approval of the pending transaction by the shareholders of the respective companies, and Kindred s ability to complete the required
financing as contemplated by the financing commitment; (b) Kindred s ability to integrate the operations of the acquired hospitals and
rehabilitation services operations and realize the anticipated revenues, economies of scale, cost synergies and productivity gains in connection
with the RehabCare acquisition and any other acquisitions that may be undertaken during 2011, as and when planned, including the potential for
unanticipated issues, expenses and liabilities associated with those acquisitions and the risk that RehabCare fails to meet its expected financial
and operating targets; (c) the potential for diversion of management time and resources in seeking to complete the RehabCare acquisition and
integrate its operations; (d) the potential failure to retain key employees of RehabCare; (e) the impact of Kindred s significantly increased levels
of indebtedness as a result of the RehabCare acquisition on Kindred s funding costs, operating flexibility and ability to fund ongoing operations
with additional borrowings, particularly in light of ongoing volatility in the credit and capital markets; (f) the potential for dilution to Kindred
stockholders as a result of the RehabCare acquisition; and (g) the ability of the Company to operate pursuant to the terms of its debt obligations,
including Kindred s obligations under financings undertaken to complete the RehabCare acquisition, and the ability of Kindred to operate
pursuant to its master lease agreements with Ventas, Inc. (NYSE:VTR). Additional factors that may affect future results are contained in
Kindred s and RehabCare s filings with the SEC, which are available at the SEC s web site at www.sec.gov. Many of these factors are beyond the
control of Kindred or RehabCare. Kindred and RehabCare disclaim any obligation to update and revise statements contained in these materials
based on new information or otherwise.

34



Edgar Filing: REHABCARE GROUP INC - Form 425

FINAL TRANSCRIPT

Feb 08, 2011/ 01:30PM GMT, KND - Kindred Healthcare to Acquire RehabCare Group Conference Call

DISCLAIMER

Thomson Reuters reserves the right to make changes to documents, content, or other information on this web site without obligation to notify any person of such
changes.

In the conference calls upon which Event Transcripts are based, companies may make projections or other forward-looking statements regarding a variety of items.
Such forward-looking statements are based upon current expectations and involve risks and uncertainties. Actual results may differ materially from those stated in
any forward-looking statement based on a number of important factors and risks, which are more specifically identified in the companies most recent SEC filings.
Although the companies mayindicate and believe that the assumptions underlying the forward-looking statements are reasonable, any of the assumptions could
prove inaccurate or incorrect and, therefore, there can be no assurance that the results contemplated in the forward-looking statements will be realized.

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE COMPANY S
CONFERENCE CALL AND WHILE EFFORTS ARE MADE TO PROVIDE AN ACCURATE TRANSCRIPTION, THERE MAY BE MATERIAL ERRORS,
OMISSIONS, OR INACCURACIES IN THE REPORTING OF THE SUBSTANCE OF THE CONFERENCE CALLS. IN NO WAY DOES THOMSON
REUTERS OR THE APPLICABLE COMPANY OR THE APPLICABLE COMPANY ASSUME ANY RESPONSIBILITY FOR ANY INVESTMENT OR
OTHER DECISIONS MADE BASED UPON THE INFORMATION PROVIDED ON THIS WEB SITE OR IN ANY EVENT TRANSCRIPT. USERS ARE
ADVISED TO REVIEW THE APPLICABLE COMPANY S CONFERENCE CALL ITSELF AND THE APPLICABLE COMPANY S SEC FILINGS BEFORE
MAKING ANY INVESTMENT OR OTHER DECISIONS.

© 2011 Thomson Reuters. All Rights Reserved.
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FORWARD-LOOKING STATEMENTS

Additional Information About this Transaction

In connection with the proposed transaction with RehabCare Group, Inc. ( RehabCare ), Kindred Healthcare, Inc. ( Kindred
Exchange Commission (the SEC ) a Registration Statement on Form S-4 that will include a joint proxy statement of Kindrec
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a
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Participants in this Transaction
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Company Update

Kindred Healthcare, Inc. ( Kindred ) and RehabCare

Group, Inc. ( RehabCare ) have

announced a transaction whereby Kindred will acquire RehabCare for ~$35/share
Both Companies reported strong Q4 and 2010 clinical and financial results and share a
high degree of confidence and visibility in their business plans
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and estimates for 2011

The combined Company will have an industry leading position in attractive post-acute
business segments and growing local markets

Kindred will be well positioned for future growth in a changing healthcare landscape with
the expansion of the combined service offerings

The transaction substantially enhances Kindred s growth and margin profile

The proposed transaction is highly accretive to Kindred s earnings and cash flows and
generates strong operating cash flows providing the ability to delever

quickly to below

current leverage levels
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5

Both Kindred and RehabCare beat 4Q and 2010 analyst estimates
Summary of Q4 and 2010 Results

Kindred

RehabCare

iy

I/B/E/S consensus as of 2/7/2011.
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2)

Reflects income from continuing operations.
3)

Actual revenues exclude Miami IRF.
4)

Includes discontinued operations.
($MM, except EPS Data)
($MM, except EPS Data)
Q4 2010

2010

Consensus

(1

Actual

% Surprise

Consensus

(1

Actual

% Surprise

Revenues

1,119.0

1,135.5

1.5%

4,344.1

4,359.7

0.4%

EBITDA

60.8

66.8

9.9%

212.4

217.3

2.3%

EBIT

29.0

354

22.2%

91.6

95.7

4.5%

Net Income

2)

16.9

19.8

17.2%

55.3

56.1

1.5%

EPS

(2)

$0.43



$0.50
16.3%
$1.41
$1.42
0.7%

Q4 2010
2010
Consensus
(1)

Actual

% Surprise
Consensus
(1)

Actual

% Surprise
Revenues
(3)

343.0
339.3
-1.1%
1,347.2
1,329.4
-1.3%
EBITDA
41.5

44.1

6.4%
163.5
164.1
0.4%
EBIT

34.1

36.1

5.9%
1334
133.6
0.1%

Net Income
4)

14.9

17.1
14.4%
60.6

62.5

3.2%

EPS

4)

$0.60
$0.69
14.9%
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$2.53
3.3%
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6
Transaction Overview
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~$35

share
total
($26
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share

in

cash;

~$9

/

share

in

Kindred

stock)

(D

$1.3 billion total consideration, including assumption of net debt
Transaction Overview

Consideration

Accretion

Synergies

Kindred and RehabCare have announced a transaction whereby Kindred
will acquire RehabCare for ~$35/share

Transaction

Substantially accretive to Kindred s earnings and operating cash flows
$40 million in identified annual cost and operating synergies

Full run-rate achieved within two years ($25MM achieved first year)

Excluding one time costs

Committed financing from J.P. Morgan, Morgan Stanley and Citi
Financing

Expected Close

On or about June 30, 2011

1)

Based on a fixed exchange ratio.
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8

Sources and Uses
(D

($MM)

Sources

% of Total

New Borrowings
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1,600

88%

Equity
Consideration

(3)

228

12%

Total Sources

1,828

100%

Uses

% of Total

Purchase RehabCare
Equity (~$35/share)
885

48%

Retire RehabCare
Debt

399

22%

Retire Kindred Debt
367

20%

Other

179

10%

Total Uses

1,828

100%

Pro-Forma Capitalization
(1)

(SMM)

2011E

(2)

New Borrowings
1,600

Total Debt

1,600

Revenue

EBITDA

4)

Rent Expense
EBITDAR

4)

Total Debt / EBITDA
Adjusted Debt

(%)

/ EBITDAR
Transaction Overview (Cont d)
J.P. Morgan, Morgan Stanley and Citi
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have committed $1.85Bn in debt financing

Key Capital Considerations

Ability to delever

quickly (Pro forma adjusted leverage flat to Kindred standalone)
Maintain strong balance sheet, liquidity and financial flexibility (approximately $250MM undrawn
revolver capacity at close)

1)

Sources

and

Uses

is

as

of

12/31/10.

Pro-Forma

Capitalization

is

based

on

borrowings

expected

at

closing.

Figures

may

not

add

due

to

rounding.

2)

2010PF figures reflect full year run rate of 2010 Kindred acquisitions ($157MM in revenue, $44MM in EBITDAR, $7MM in |
2010 results do not

include the results of discontinued operations (inpatient rehabilitation facility in Miami). 2011 figures display low and high en
1/1/11.

3)

Based on a fixed exchange ratio.

4)

2010PF and 2011E includes $25MM of run rate synergies.
5)

Calculated with 6.0x cap rate.

6,200

6,200

470

487

422

422

892

909

3.4x
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3.3x
4.6x
4.5x
5,846
444
414
857
3.6x
4.8x
1,600
1,600
2010PF
(2)
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9

Skilled Nursing Rehab Services (SRS)
Hospital Rehab Services (HRS)
Program Management Services
Hospital Division

$516

$180
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$633

2010A Revenue ($ MM)
(1)

39%

14%

48%

% Total Revenue

$45

$35

$84

2010A EBITDA ($MM)

(D

Manages 1,112 skilled nursing facility
(SNF) programs in 42 states

Therapy services includes physical and
occupational therapy and

speech/language pathology skilled nursing
facilities

Significant same store revenue and
margin growth since completion of
Symphony integration in 2007

Focused on implementing next generation
of point-of-care technology and web-
based therapy management system

Paid by clients on negotiated per diem
rate or negotiated fee schedule based on
type of service rendered

Manages inpatient rehabilitation
facilities (IRFs) in 106 ARU hospitals
for patients with various diagnoses
including stroke, orthopedic conditions,
arthritis, spinal cord and traumatic brain
injuries

Manages 31 hospital-based and
satellite outpatient therapy programs
that complement hospitals
occupational medicine initiatives and
allow therapy to be continued for
patients discharged from IRFs

Entered rehabilitation and long-term
acute care hospital business in 2005
when the Company acquired assets
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of MeadowBrook Healthcare

In November 2009, RehabCare
acquired Triumph HealthCare,
which operated 20 LTACHs, more
than doubling the size of hospital
segment

34 hospitals include
23 free-standing LTACHs
6 HIH LTACHs

5 IRFs

Description

% Margin

9%

20%

13%

Total

$1,329

100%

$164

12%

RehabCare Overview
1)

RehabCare 2010 results do not include the results of discontinued operations (inpatient rehabilitation facility in Miami).
9
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10

Combined Company Overview
(1)

RehabCare

states

and

facilities
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include

LTAC

and

IRF

locations.

Beds

include

LTACs

+

freestanding

IRFs.

2)

Includes the full year benefit of all of the acquisitions Kindred has closed in 2010 ($157MM Revenue and $37MM EBITDA b
in Miami). Figures may not add due to rounding.
3)

Includes $25MM of run rate synergies.
4

Revenue excludes the effect of Kindred intercompany eliminations. EBITDA includes intercompany eliminations in Kindred s
Post-Acute Continuum of Care

LTAC

IRF / ARU

SNF

Contract

Rehab

ALF

Hospice

Home Health

Metrics

Kindred

Kindred + RehabCare

Focus

SNF, LTAC and Contract Rehab

SNF, LTAC and Contract Rehab

Scale

(D

States

Facilities

Beds

2010 Revenue (Pro Forma)
2010 EBITDA (Pro Forma)
41

315

34,146
$4,517MM

)
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$254MM

(2)

RehabCare
Contract Rehab and LTAC
42

150

1,788
$1,329MM
$164MM

46

465

35,934
$5,846MM

(2)

$444MM
(2)(3)

Business Mix: Revenue ( 10)
(2)4)

Payor Mix ( 09)
Business Mix: EBITDA ( 10)
(2)

Contract Rehab
SNF

LTAC
Contract Rehab
SNF

LTAC
Medicaid
Medicare
Commercial
LTAC

SRS

HRS

LTAC

SRS

HRS

Medicaid

2%

Medicare
Commercial
LTAC

SNF

HRS

Contract Rehab
LTAC

SNF

HRS

Contract Rehab
Commercial
Medicaid
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Medicare
Kindred
RehabCare
Kindred + RehabCare
Together Kindred and RehabCare will be the premier leader in the
post-acute market
51%

20%

29%

11%

8%

62%

19%

45%

35%

3%

17%

69%

29%

52%

27%

21%

39%

48%

14%

47%

24%

29%

17%

13%

69%

46%

43%

11%
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11

RehabCare and Kindred Combined Presence
Kindred Hospitals

Kindred Nursing Centers

RehabCare Hospitals

Acute Rehabilitation Units

Source:

65



Company

website

(1)

Circles

represent

cluster

strategy

markets.

Enhances

Kindred s

cluster

strategy

(1)

Existing Cluster Market
Potential New Cluster Market
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Leading Position in Attractive Growing Businesses
(1) Includes 22 HB SNF s.
(2) Includes 1,112 facilities from RehabCare and 538 facilities from Kindred.

Multiple earnings streams, multiple avenues for growth
PF Kindred

13
10
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97

121

Freestanding
Hospital Based
Number of Facilities
Third Party
Affiliated

2)

Number of Facilities
(D

#1 Operator of Hospital Based and Freestanding IRFs
#4 Operator of Skilled Nursing and Rehab Centers
#1 Skilled Nursing Contract Rehab Manager
#1 Operator of Long-Term Acute Care Hospitals
12

6

15

18

19

111

118

0

20

40

60

80

100

120

140

222

300

200

108

1,650

1,000

900

471

450

342

471

700

700

1,428

500
1,000
1,500
2,000
207
324
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13

Diversified Services Offerings
()

Segment

figures

do

not

70



sum
to

totals

due

to
eliminations
/

corporate
expenses.
RehabCare
figures

do

not

include
discontinued
operations
(Miami
IRF).
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Kindred gains significant scale in both the Skilled Nursing
and Hospital Rehab businesses and adds to Kindred s LTAC business

Hospitals

Rehabilitation Services

Nursing

Total

(1)

Nursing Home
Based

Hospital Based
Total

2010 Pro forma
$MM

Revenue

(1)

Kindred Healthcare
435

84

519

2,093

2,212

4,517
RehabCare

516

180

696

633

0

1,329

Total

951

264
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1,215
2,726
2,212
5,846
EBITDAR
(1)
Kindred Healthcare
24

16

40

336

242

618
RehabCare
45

35

80

134

0

214

Total

68

52

120

470

242

832

% Margin
7.2%
19.5%
9.9%
17.2%
10.9%
14.2%
EBITDA
(1)
Kindred Healthcare
18

16

34

176

44

254
RehabCare
45

35

80

84

0

164
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Total

63

51

114

261

44

419

% Margin
6.6%

19.5%

9.4%

9.6%

2.0%

7.2%

(+) Synergies
25

Pro Forma EBITDA
444
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Rapidly Changing Post-Acute Market
Multiple Patient Discharge Destinations

(1) RTI, 2009: Examining Post-Acute Care Relationships in an Integrated Hospital System
14
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Well Positioned to Take Advantage of
Changing Healthcare Landscape
Patient Illness Severity

Home

Adult Day

Care

Home Health

75



Care
Assisted
Living
Skilled
Nursing
Facilities
In-Patient
Rehab
LTACS
Freestanding / HIH
SAU
Hospice
Homecare
and Hospice
TRANS
CARE

ICU

Acute Care
Hospitals
Homecare
and Hospice
Outpatient
Rehab

TCC

&

TCU
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Uniquely Positioned For Bundled Or Episodic Payment Environment

15
Continue Thé are
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16

Provide superior clinical outcomes and quality care with an
approach which is patient-centered, disciplined and transparent
Lower cost by reducing lengths of stay in acute care hospitals and
transition patients home at the highest possible level of function
Reduce re-hospitalization through our integrated and
interdisciplinary care management teams and protocols
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KINDRED S VALUE PROPOSITION
AND OUR CONTINUE
THE

CARE
CAMPAIGN
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Enhances Growth Profile
EBITDAR Growth

(1)

2010

2011

(%)
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EBITDA Growth
(D

2010

2011

(%)

EBITDA Margin
(D

2011

(%)

Net Income Margin
(D

2011

(%)

Enhances Kindred s margin and operating profit growth profiles
1.3

1.7

0.0

0.6

1.2

1.8

Standalone Kindred
Pro Forma Kindred
5.6

7.7

0.0

2.0

4.0

6.0

8.0

Standalone Kindred
Pro Forma Kindred
6.1

7.9

3.0

5.0

7.0

9.0

Standalone Kindred
Pro Forma Kindred
35

5.1

2.0

4.0

6.0

Standalone Kindred
Pro Forma Kindred
(1) Standalone Kindred growth analysis compares 2011 guidance issued on 12/15/10 relative to 2010 standalone performance |
Pro forma Kindred growth analysis compares pro forma 2011 guidance relative to 2010 pro forma results, in each case assumil
d

includes first year run rate synergies in both 2010 and 2011 figures. 2011 margin figures per guidance midpoint and compares
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guidance. 2011 pro forma guidance reflects the combined business as if the transaction closed on 1/1/11 and includes first year
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Declining Rent and Fixed Charge Burden

Declining Rent Burden

Enhanced Margin Profile

RehabCare operates an asset-light business model

Pro forma capital intensity of business drives higher return on assets

(D
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Midpoint of guidance issued 12/15/10.
2)
Midpoint of pro forma guidance which reflects combined business as if the transaction closed 1/1/11.
2011 Operating Leverage
($MM)
Kindred
(D

Pro Forma
2)
Revenue
4,800
6,200
EBITDAR
640

901

% Margin
13.3%
14.5%
Rent

370

422

% of Rev.
7.7%
6.8%
EBITDA
270

479

% Margin
5.6%
7.7%
D&A

140

185

% Margin
2.9%
3.0%
EBIT

130

294

% Margin
2.7%
4.7%
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2011 Kindred Guidance
Stand Alone

()

Pro Forma

3

($MM)
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Low

High

Low

High

Revenue

4,800

4,800

6,200

6,200

EBITDA

265

275

470

487

(-) Interest

26

26

118

118

(-) Taxes

40

44

66

73

Cash Flow

199

205

286

296

Cash Flow Margin

4.1%

4.3%

4.6%

4.8%

Strong Free Cash Flows and Ability to Delever
(x)

Historical

Adjusted

Debt

/

EBITDAR

(D

(D

Calculated with 6.0x cap rate.
2)

Per guidance midpoint, issued 12/15/2010.
3)

2011 guidance reflects the combined business as if the transaction closed on 1/1/2011.
Cash Flow Profile

Kindred has operated comfortably with a levered balance sheet
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Routine CapEx
declines as a % of revenue, improving free cash flow profile
35

4.4

4.2

39

4.4

0.0

2.0

4.0

6.0

2006

2007

2008

2009

2010

Stand Alone Kindred
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Significant EPS Accretion
(1

Previous

guidance

shown

is
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Kindred

standalone
guidance

issued

on

12/15/10.

2)

2011 guidance reflects the combined business as if the transaction closed on 1/1/11.
Acquisition is significantly accretive at the contemplated transaction value and
financing structure on both an EPS
and cash flow basis
Low End of
Guidance
Pro-Forma

Impact

Mid Point

High End of
Guidance

2011 EPS Impact

$

%

$0.50

$0.53

$0.55

34%

34%

34%

2011 EPS Guidance
Prev

(D

New

2)

$1.45

$1.53

$1.60

$1.95

$2.05

$2.15
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Strong operating cash

flows and ability to

delever

Management intends to delever, but is comfortable at expected leverage levels and has successfully
operated business at higher levels in the past

Enhanced
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operating

cash

flow

provides

the

ability

to

significantly

delever

over

time

Strong track record of successfully growing operating cash flow in highly regulated environment
Well diversified service

offering

Diversified across four critical segments in the post-acute continuum with leadership positions in each
segment

RehabCare adds IRF and ARU capabilities to Kindred's already strong set of capabilities
Decreased reimbursement risk profile via diversified revenue across multiple segments and payors
Leading position in

attractive growing

businesses

Largest provider of post-acute services in US with broadest service offering across post-acute continuum
Multiple avenues for growth, multiple earnings streams

Long-term

growth

prospects

supported

by

strong

demographic

trends

and

significant

increase

in

the

incidence of chronic diseases

Enhances growth and

margin profile

Enhanced

margins

throughout

income

statement;

accelerated

growth

prospects

Scale economies and related combination synergies help to accelerate operating profit and earnings growth
of combined company

Declining rent and fixed



charge burden
Rent
expense
declines
as

a

%

of
revenues;
Routine
CapEx
declines
as

a

%

of
revenues
Book
value

of

PP&E

is
approximately
$1.0Bn

Significant

operating

cash

flow

generated

by

assets

that

are

unencumbered by leases

Edgar Filing: REHABCARE GROUP INC - Form 425

Transaction enhances Kindred s cluster market strategy

Best-positioned to compete in a potentially bundled payment environment given broad service capabilities

Kindred can deliver the right care at the right site at the right time

Well positioned to take
advantage of changing
healthcare landscape
Significant accretion

Significantly accretive to EPS & operating cash flow / share
Transaction Enhances Growth Prospects, is EPS
& FCF Accretive and Strengthens Credit Profile
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Appendix
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KINDRED Q4 10 HIGHLIGHTS

Continuing operations income of $0.50 per diluted share tops
guidance of $0.43

Q4 2010 continuing operations EPS up 19% over same
period last year

Fourth quarter consolidated revenues grew 6% to $1.1 billion
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Full year operating cash flows exceed $200 million for
second consecutive year

Routine and development capital expenditures were fully funded
through internal resources in both years
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KINDRED Q4 10 HIGHLIGHTS

(cont d)

Hospitals report growth from last year s Q4

Recent acquisitions drove hospital revenues up 5% to $508 million
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Operating income grew 3% to $96 million
Nursing and Rehabilitation Centers successfully transitioned
to new Medicare payment system in Q4

Division reports solid 13% growth in operating income

Revenue growth of 4% driven by increased acuity and clinical
services and 4% growth in admissions

Peoplefirst

Rehabilitation adds to customer base and adjusts

to new Medicare rules in fourth quarter

Revenue growth of 21% primarily driven by new customers
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Excluding transaction related expenses in the 2009 fourth quarter,
net earnings per diluted share increased 86.5% year over year to
$0.69

Hospital division improved EBITDA margin to 15.2% in the fourth
quarter from 12.9% in the third quarter

Impacted by regulatory changes, Skilled Nursing Rehabilitation
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Services division reported 5.8% operating earnings margin in the
quarter, consistent with expectations

Hospital Rehabilitation Services division delivered near record
operating earnings margin of 20.6%

Cash flow from operations of $103.8 million in 2010 allowed the
Company to pay down debt by $65.7 million and lower debt to

EBITDA ratio to 2.4
RehabCare Q4 10 Financial Results
25
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