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PART I 

Item 1.  Business. 

Introduction

Gentiva Health Services, Inc. (�Gentiva� or the �Company�) became an independent publicly owned 
company on March 15, 2000, when all of the common stock of the Company was issued to the stockholders of 
Olsten Corporation, a Delaware corporation (�Olsten�), the former parent corporation of the Company (the 
�Split-Off�).  Prior to the Split-Off, all of the assets and liabilities of Olsten�s health services business (formerly 
known as Olsten Health Services) were transferred to the Company pursuant to a separation agreement and other 
agreements between Gentiva, Olsten and Adecco SA (�Adecco�).  Gentiva was incorporated in the state of 
Delaware on August 6, 1999. 

The Company operates its health services business in the United States and currently provides specialty 
pharmaceutical services (including infusion therapy and distribution services) and home health care services. 

Significant Development 

On January 2, 2002 the Company entered into an asset purchase agreement with Accredo Health, In-
corporated (�Accredo�) pursuant to which Accredo agreed to acquire substantially all of the assets of the Com-
pany�s specialty pharmaceutical services business for a purchase price of $415 million, subject to adjustment in 
accordance with the asset purchase agreement.  The consideration is payable to the Company half in cash and 
half in shares of Accredo common stock.  The sale of the specialty pharmaceutical services business is condi-
tioned upon, among other things, the approval of the shareholders of each company and other customary condi-
tions.  Completion of the transaction is expected in the second quarter of 2002.  It is currently expected that fol-
lowing the sale of the specialty pharmaceutical business, the Company will distribute substantially all of the pro-
ceeds to its shareholders. 

Specialty Pharmaceutical Services 

The Company�s specialty pharmaceutical services business is coordinated through its network of 40 
pharmacies across the United States and generally includes: 

¶ the distribution of drugs and other biological and pharmaceutical products and professional 
support services for individuals with chronic diseases, such as hemophilia, primary pulmo-
nary hypertension, autoimmune deficiencies and growth disorders; 

¶ the administration of antibiotics, chemotherapy, nutrients and other medications for patients 
with acute or episodic disease states; 

¶ marketing and distribution services for pharmaceutical, biotechnology and medical service 
firms; and 

¶ clinical support services for pharmaceutical and biotechnology firms. 

The specialty pharmaceutical services business provides a wide range of home infusion therapies.  
Home infusion therapy involves the administration of medications intravenously (into veins), subcutaneously 
(under the skin), intramuscularly (into muscle), intraecally or epidurally (via spinal routes) or through feeding 
tubes into the digestive tract.  Infusion therapy often begins during hospitalization of a patient and continues in 
the home environment. 
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The Company�s specialty pharmaceutical services business also addresses therapeutic, socioeconomic, 
psychosocial and professional support needs for individuals with rare, chronic diseases including hemophilia, 
primary pulmonary hypertension, immunodeficiency/autoimmune disorders and growth disorders. 

Some of the Company�s other significant specialty pharmaceutical services also include: 

¶ Antibiotic therapies, which are the infusion of antibiotic medications into a patient�s blood-
stream.  These medications are typically used to treat a variety of serious infections and dis-
eases.

¶ Total Parenteral Nutrition (TPN), which is the long-term provision of nutrients for patients 
with chronic gastrointestinal conditions.  These nutrients are infused through surgically im-
planted central vein catheters or through peripherally inserted central catheters.  Enteral nu-
trition is the infusion of nutrients through a feeding tube inserted directly into a patient�s di-
gestive tract.  This long-term therapy is prescribed for patients who are unable to eat and 
drink normally. 

¶ Chemotherapy, which is the infusion of drugs in a patient�s bloodstream to treat various 
forms of cancer. 

¶ Pain management, which involves the infusion of certain drugs into the bloodstream of pa-
tients suffering from acute or chronic pain. 

¶ Wholesale distribution of various pharmaceutical products. 

Home Health Care Services 

The Company�s home health care services business is conducted through more than 275 locations and 
delivers a wide range of services principally through its Nursing and CareCentrix business units. 

The Company�s nursing unit operates licensed and Medicare-certified nursing agencies located in 35 
states, of which 97% are accredited by the Joint Commission on Accreditation of Healthcare Organizations 
(JCAHO).  These branches provide various combinations of skilled nursing and therapy services, paraprofes-
sional nursing services and homemaker services to pediatric, adult and mature adult patients.  Reimbursement 
sources for this unit include government programs, including Medicare and Medicaid as well as other state and 
county programs, and private sources including health insurance plans, managed care organizations, long term 
care insurance plans and personal funds.  The Company�s nursing unit is organized in five geographic regions, 
each staffed with a clinical, operational and sales management team.  Regions are further separated into operat-
ing areas.  Each area is comprised of branches, each of which is led by an agency director and staffed with clini-
cal and administrative support staff as well as associates who deliver direct patient care.  The caregivers are em-
ployed on either a full-time basis or are paid on a per visit or per diem basis. 

The Company�s CareCentrix unit provides an array of outsourcing services and coordinates the deliv-
ery of home nursing services, acute and chronic infusion therapies and durable medical equipment for managed 
care organizations and health plans.  These services are delivered through an extensive nationwide network of 
credentialed providers which also includes the Company�s nursing unit.  CareCentrix accepts case referrals from 
a wide variety of sources, verifies eligibility and benefits and transfers case requirements to credentialed provid-
ers for service to the patient.  The unit provides services to its customers, including the fulfillment of case re-
quirements, case management, provider credentialing, eligibility and benefits verification, data reporting and 
analysis, and coordinated centralized billing for all authorized services provided to the customer�s enrollees.  
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Contracts within the CareCentrix unit are structured as fee-for-service, whereby a payor is billed on a per usage 
basis for various services, and at-risk capitation, whereby the payor is billed on the basis of projected usage per 
member per month, subject to certain limitations. 

The Company�s home health care services business also delivers services to its customers through 
smaller business units that include Rehab Without Walls, a unit providing rehabilitation services for patients 
with brain or spinal cord injuries or disease, and Gentiva Business Services, a unit providing software, billing, 
management and consulting services to other home health agencies. 

Payors

In fiscal years 2001, 2000 and 1999, approximately 61 percent, 63 percent and 64 percent, respectively, 
of the Company�s revenues were attributable to commercial pay sources, 21 percent, 21 percent and 20 percent, 
respectively, of the Company�s revenues were attributable to Medicaid reimbursement, state reimbursed pro-
grams and other state/county funding programs, and 18 percent, 16 percent and 16 percent, respectively, of the 
Company�s revenues were attributable to Medicare reimbursement.  In fiscal years 2001, 2000 and 1999, Cigna 
Healthcare accounted for approximately 19 percent, 15 percent and 11 percent, respectively, of revenues.  The 
Company has renewed its contract with Cigna Healthcare for the seventh consecutive year, with the current con-
tract expiring on December 31, 2003, with an option to renew.  No other payor accounts for 10 percent or more 
of the Company�s revenues.  The revenues from commercial payors are primarily generated under fee for service 
contracts which are traditionally one year in term and renewable automatically on an annual basis, unless termi-
nated by either party.  For fiscal years 2000 and 1999, revenues include revenues from health care staffing ser-
vices business and Canadian operations, both of which were sold in the fourth quarter of fiscal 2000. 

Source and Availability of Personnel 

Specialty pharmaceutical services.  Employees are generally full-time, salaried personnel and include 
licensed professionals, such as pharmacists and nurses.  Employees are recruited through various means, includ-
ing advertising in local and national media, job fairs and solicitations on web sites.  Currently, the specialty 
pharmaceutical services industry, as a whole, is experiencing some shortage of pharmacists. 

Home health care services.  To maximize the cost effectiveness and productivity of caregivers, the 
Company utilizes customized systems and procedures that have been developed and refined over the years.  Per-
sonalized matching to recruit and select applicants who fit the patients� individual needs is achieved through 
initial applicant profiles, personal interviews, skill evaluations and background and reference checks.  Caregiv-
ers are recruited through a variety of sources, including advertising in local and national media, job fairs, solici-
tations on web sites, direct mail and telephone solicitations, as well as referrals obtained directly from clients 
and other caregivers.  Caregivers are generally paid on a per visit or per diem basis, or are employed on a full-
time salaried basis.  The Company also employs caregivers who are paid on an hourly basis for time actually 
worked.  In certain areas of the United States, the Company, along with its competitors, is currently experienc-
ing a shortage of licensed professionals.  A continued shortage of professionals could have a material adverse 
effect on the Company�s business. 

Trademarks

The Company has various trademarks registered with the U.S. Patent and Trademark Office, including 
REHAB WITHOUT WALLS(R), CHRONICARE(R) and A.C.C.E.S.S.(R) or in the process of being registered 
with the U.S. Patent and Trademark Office, including CARECENTRIX(SM), CARE YOU CAN COUNT ON(SM)

and GENTIVA(SM).
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Business Environment 

Specialty pharmaceutical services.  The specialty pharmaceutical services industry has been and con-
tinues to be fueled by significant developments of new drugs and therapies by biotechnology and pharmaceutical 
manufacturers.  Many of these drugs and therapies require specialized storage, distribution and handling by spe-
cialty pharmaceutical services companies.  In addition, the complexity of these therapies often requires properly 
trained nurses and pharmacists to administer and monitor the therapies for the patients. 

Home health care services.  Factors that the Company believes have contributed and will contribute to 
the development of home health care in particular include recognition that home health care can be a cost-
effective alternative to lengthy, more expensive institutional care; an aging population; increasing consumer 
awareness and interest in home health care; the psychological benefits of recuperating from an illness or acci-
dent in one�s own home; and advanced technology that allows more health care procedures to be provided at 
home. 

The Company is actively pursuing relationships with managed care organizations.  The Company be-
lieves that its nationwide office network, financial resources and the quality, range and cost-effectiveness of its 
services are important factors as it seeks opportunities in its managed care relationships in a consolidating home 
health care industry.  In addition, the Company believes that it has the local relationships, the knowledge of the 
regional markets in which it operates, and the cost-effective, comprehensive services and products required to 
compete effectively for managed care contracts and other referrals.  The Company offers the direct and managed 
provision of care as a single source, thereby optimizing utilization. 

Marketing and Sales 

Specialty pharmaceutical services.  The Company has sought to grow its specialty pharmaceutical ser-
vices through a business development team which is responsible for tracking new biological drugs and negotiat-
ing distribution arrangements for those drugs.  The Company has also supported its sales efforts of pharmaceuti-
cals with sales representatives who market the Company�s services directly to hospitals, physician groups and 
managed care. 

Home health care services.  In general, the Company obtains clients through personal and corporate 
sales presentations, telephone marketing calls, direct mail solicitation, referrals from other clients and advertis-
ing in a variety of local and national media, including the Yellow Pages, newspapers, magazines, trade publica-
tions and radio.  The Company also maintains an Internet web site (www.gentiva.com) that describes the Com-
pany, its services and products.  Marketing efforts also involve personal contact with case managers for man-
aged health care programs, such as those involving health maintenance organizations and preferred provider 
organizations, insurance company representatives and employers with self-funded employee health benefit pro-
grams.  The Company does not seek reimbursement from government payors for unallowable marketing and 
sales expenses. 

The Company believes that its success in furnishing caregivers is based, among other factors, on its 
reputation for quality and local market expertise combined with the resources of an extensive office network.  
The Company also empowers its branch directors with a high level of responsibility, providing incentives to 
manage the business effectively at the local level, one of the central ingredients in a business where relationships 
are vital to success. 

Competitive Position 

Specialty pharmaceutical services.  The specialty pharmaceutical services business is highly competi-
tive.  Companies engaged in this business include national chain pharmacies, mail order pharmacies, hospital-
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based pharmacies and specialty pharmaceutical distributors.  The Company�s primary national competitors are 
Caremark RX, Inc. (CTS), Accredo and Priority Healthcare Corporation.  Based on the Global Equity Research 
report on the Biotech Pharmacy Industry prepared by Warburg Dillon Read in 2000, the Company believes that 
its specialty pharmaceutical services business currently has approximately an 11% market share in the specialty 
pharmaceutical services industry.  Competition is based on quality of care and service offerings, as well as upon 
patient and referral source relationships, price and reputation. 

Home health care services.  The segments of the home health care industry in which the Company op-
erates are also highly competitive and fragmented.  Home health care nursing providers range from facility-
based (hospital, nursing home, rehabilitation facility, government agency) agencies to independent companies to 
visiting nurse associations and nurse registries.  They can be not-for-profit organizations or for-profit organiza-
tions.  In addition, there are relatively few barriers to entry in some segments of the home health care market in 
which the Company operates.  The Company�s primary competitors for its home health care nursing services 
business are hospital-based home health agencies, local home health agencies, and visiting nurse associations.  
Based on information contained in the Health Care Financing Administration website, a government website 
containing information on the home health care market in 2000, the Company believes its home health care 
business holds approximately a 2% to 3% market share.  The Company competes with other home health care 
providers on the basis of availability of personnel, quality and expertise of services and the value and price of 
services.  The Company believes that it has a favorable competitive position, attributable mainly to its wide-
spread office network and the consistently high quality and targeted services it has provided over the years to its 
patients, as well as to its screening and evaluation procedures and training programs for caregivers. 

The Company expects that industry forces will impact it and its competitors.  The Company�s competi-
tors will likely strive to improve their service offerings and price competitiveness.  The Company also expects 
its competitors to develop new strategic relationships with providers, referral sources and payors, which could 
result in increased competition.  The introduction of new and enhanced services, acquisitions and industry con-
solidation and the development of strategic relationships by the Company�s competitors could cause a decline in 
sales or loss of market acceptance of the Company�s services or price competition, or make the Company�s ser-
vices less attractive. 

Number of Persons Employed 

At December 30, 2001, the Company had approximately 4,400 full-time administrative staff, including 
1,500 full-time administrative staff employed in the specialty pharmaceutical services business.  In addition, the 
Company had approximately 500 full-time caregivers, including 90 employed in the specialty pharmaceutical 
services business.  The Company also employs caregivers on a temporary basis, as needed, to provide home 
health care services.  In fiscal 2001, the average number of temporary caregivers employed on a weekly basis 
was approximately 12,000.  The Company believes that its relationships with its employees are generally good. 

____________________

The Company believes that it maintains insurance coverages that are adequate for the purpose of its 
business. 

For a discussion of certain regulations to which the Company�s business is subject, see �Regulations� 
under Item 3, PART I below. 

Selected financial information relating to the Company�s industry segments is found in Note 14 of 
Notes to Consolidated Financial Statements of the Company and its subsidiaries, which are included in this Re-
port. 
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Item 2.  Properties. 

The Company headquarters is leased and is located at 3 Huntington Quadrangle 2S, Melville, New 
York 11747-8943.  Other major regional administrative offices leased by the Company are located in Overland 
Park, Kansas and Tampa, Florida.  The Company also maintains leases for other offices and locations on various 
terms expiring on various dates. 

Item 3.  Legal Proceedings. 

Litigation 

In addition to the matters referenced in this Item 3, the Company is party to certain legal actions arising 
in the ordinary course of business including legal actions arising out of services rendered by its various opera-
tions, personal injury and employment disputes. 

On November 22, 2000, the jury, in an age-discrimination lawsuit commenced in 1998, captioned Fre-
drickson v. Olsten Health Services Corp. and Olsten Corporation, Case No. 98 CV 1937, Court of Common 
Pleas, Mahoning County, Ohio (the �Fredrickson Lawsuit�), returned a verdict in favor of the plaintiff against 
Olsten consisting of $675,000 in compensatory damages, $30 million in punitive damages and an undetermined 
amount of attorneys� fees.  The jury found that, although Olsten had lawfully terminated the plaintiff�s employ-
ment, its failure to transfer or rehire the plaintiff rendered Olsten liable to the plaintiff.  The parties filed several 
post-trial motions, and following a March 23, 2001 hearing on the parties� respective post trial motions, the trial 
court, on May 17, 2001, denied all post-trial motions, and entered judgment for the plaintiff for the full amount 
of compensatory and punitive damages, and awarded the plaintiff reduced attorney�s fees of $247,938.  On 
June 14, 2001, defendants timely filed a notice of appeal with the Court of Appeals, Seventh Appellate District, 
Mahoning County, Ohio and on June 19, 2001, the Company posted a supersedeas bond for the full amount of 
the judgment, plus interest.  On October 12, 2001, the Company timely filed its appellate brief with the Court of 
Appeals.  Plaintiff filed its response brief on January 14, 2002, and defendants� reply brief was filed on Febru-
ary 8, 2002.  Oral arguments have not been scheduled yet.  The Company intends to defend itself vigorously in 
this matter. 

On January 2, 2002, Cooper v. Gentiva CareCentrix, Inc. t/a/d/b/a/ Gentiva Health Services, U.S. Dis-
trict Court (W.D. Penn), Civil Action No. 01-0508, an amended complaint was served on the Company alleging 
that the defendant submitted false claims to the government for payment in violation of the Federal False Claims 
Act and that the defendant had wrongfully terminated the plaintiff.  The plaintiff claimed that infusion pumps 
delivered to patients did not supply the full amount of medication, allegedly resulting in substandard care and 
overbilling to the government.  Based on a review of the court�s docket sheet, the plaintiff filed a complaint un-
der seal in March 2001.  In October 2001, the United States Government filed a notice with the court declining 
to intervene in this matter, and on October 24, 2001, the court ordered that the seal be lifted.  Plaintiff filed a 
motion to amend complaint on December 27, 2001 and served the complaint that same day.  Defendant�s answer 
and counterclaim were filed on February 25, 2002.  The Company has denied the allegations of wrongdoing in 
the complaint and intends to defend itself vigorously in this matter.  Given the preliminary stage of this litiga-
tion, the Company is unable to assess the probable outcome or potential liability, if any, arising from this matter; 
therefore, a range of damages, if any, cannot be determined. 

On November 1, 2001, the Company received notice of the entry of an Order dated October 25, 2001, 
unsealing a complaint in an action captioned United States of America ex rel. Lee Einer v. Olsten Corporation,
No. CIV-S-99-0860 DFL/DAD filed with the U.S. District Court for the Eastern District of California.  This 
civil action was brought pursuant to the False Claims Act.  The original sealed complaint was filed in April 1999 
and alleged that Olsten falsely took into income during the conversion of its financial data systems alleged over-
payments due to payors.  In November 2000, plaintiff filed an amended complaint adding the allegation that 
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Olsten made false representations to the United States government in connection with a settlement agreement 
entered into in July 1999.  The Company acknowledged service of the amended complaint on November 29, 
2001 and filed its answer and counterclaim on December 3, 2001.  Plaintiff filed his reply to counterclaim, coun-
terclaim against the Company and cross claim against the United States government on January 18, 2002.  The 
Company�s answer was filed on February 12, 2002.  The Company believes that it was the filing of the original 
complaint that triggered the December 1999 document subpoena from the Department of Health and Human 
Services, Office of Inspector General, which is discussed below under �Government Investigations.�  Given the 
preliminary stage of this litigation, the Company is unable to assess the probable outcome or potential liability, if 
any, arising from this matter; therefore, a range of damages, if any, cannot be determined. 

On January 14, 1999, Kimberly Home Health Care, Inc. (�Kimberly�), one of the Company�s subsidiar-
ies, initiated three arbitration proceedings against hospitals owned by Columbia/HCA Healthcare Corp. (�Co-
lumbia/HCA�) with which Kimberly had management services agreements to provide services to the hospitals� 
home health agencies.  The basis for each of the arbitrations is that Columbia/ HCA sold the home health agen-
cies without assigning the management services agreements and, as a result, Columbia/HCA has breached the 
management services agreements.  In response to the arbitrations, Columbia/HCA has asserted that the arbitra-
tions be consolidated and stayed, in part based upon its alleged claims against Kimberly for breach of contract, 
and requested indemnity and possibly return of management fees.  Columbia/HCA has not yet formally pre-
sented these claims in the arbitrations or other legal proceedings and has not yet quantified the claims.  Still 
pending before the arbitrators is Columbia/HCA�s request to consolidate the proceedings, which Kimberly has 
opposed.  The proceedings are currently in abeyance pending ruling on Columbia/HCA�s motion to consolidate.  
The Company is the claimant in this matter and the defendant has not formally asserted any counterclaims 
against the Company in the arbitration, nor has the defendant made any formal demand on the Company.  The 
Company is unable to assess the liability or losses, if any, attributable to the threatened counterclaims. 

On June 23, 2000, the Company was served with a complaint in a purported class action lawsuit filed 
by Ultimate Home Health Care Inc. in the U.S. District Court for the Middle District of Tennessee, captioned 
Ultimate Home Health Care, Inc. v. Columbia/HCA Healthcare Corp., No. 3-00-0560, (the �Tennessee Law-
suit�).  On July 21, 2000, the Company was served with an amended complaint in the Tennessee Lawsuit, which 
named as defendants Columbia/HCA, Columbia Homecare Group, Olsten Health Management a/k/a Hospital 
Contract Management Services and Olsten Corporation.  The amended complaint alleged, among other things, 
that the defendants� business practices in connection with home health care patient referrals between 1994 and 
1996 violated provisions of Federal antitrust laws, the Racketeer Influenced and Corrupt Organizations Act 
(RICO), the Tennessee Consumer Protection Act and state common law and sought unspecified compensatory 
damages, punitive damages, treble damages and attorneys� fees on behalf of a proposed class of home healthcare 
companies and/or agencies which conducted business in Tennessee, Texas, Florida and/or Georgia.  By an order 
dated January 21, 2001, the Court ruled on defendants� motion to dismiss and dismissed plaintiffs� RICO and 
state common law tort claims, but allowed plaintiff�s other claims to proceed to discovery.  After conducting 
some discovery on the issues, on October 10, 2001 plaintiff filed a notice of withdrawal of certain allegations 
and subsequently filed a second amended complaint that dropped all class action allegations and all antitrust 
claims.  On December 6, 2001 the parties stipulated to the dismissal of the action with each party to bear its own 
costs, and on December 13, 2001, the court entered an order dismissing the suit in its entirety. 

Furthermore, in connection with the Split-Off, the Company agreed to assume, to the extent permitted 
by law, the liabilities, if any, arising out of (and to indemnify Olsten for) the above lawsuits and arbitration pro-
ceedings and other liabilities arising out of the health services business, including any such liabilities arising 
after the Split-Off in connection with the government investigations described below.  In addition, in connection 
with the sale of the specialty pharmaceutical services business, the Company has agreed to retain and indemnify 
Accredo for specified liabilities including the litigation described above and the government investigations de-
scribed below. 
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Government Investigations 

In early December 1999, Olsten received a document subpoena from the Department of Health and 
Human Services, Office of Inspector General, and Office of Investigations.  After preliminary discussions with 
the Office of Inspector General, the Company believes the subpoena relates to an investigation of possible over-
payments to it by the Medicare program.  The Company provided the Office of Inspector General and other 
government agencies with requested documents and cooperated fully with this investigation.  On November 1, 
2001, the Company received notice of the entry of an Order dated October 25, 2001, unsealing a complaint in an 
action captioned United States of America ex rel. Lee Einer v. Olsten Corporation, which is discussed above 
under �Litigation.� In connection with the unsealing of the complaint, and as recited in the Order unsealing the 
complaint, the United States gave notice to the District Court that the United States was declining to intervene in 
the action.  The Company believes that it was this complaint that gave rise to the December 1999 document sub-
poena, and that following an almost two year investigation into the allegations made in the complaint, the United 
States decided not to intervene and not to proceed with this action.  The Company believes that the government 
has concluded its investigation into this matter. 

In early February 2000, the Company received a document subpoena from the Department of Health 
and Human Services, Office of Inspector General, and Office of Investigations.  The Company believes the sub-
poena relates to its agencies� cost reporting procedures concerning contracted nursing and home health aide 
costs.  To the Company�s knowledge, the government has not filed a complaint against the Company, nor has 
the government quantified the amount of alleged damages relating to this matter.  Recently, the government has 
asserted that this matter could fall under the Federal False Claims Act (the �Act�), and if liability is found under 
the Act, the government would be able to assess double or treble damages against the Company.  The Company 
disputes the government�s assertions, but continues to cooperate with the government in its investigation of this 
matter and to provide the government with the requested documents.  At this time, the Company is unable to 
assess the probable outcome or potential liability, if any, arising from this subpoena. 

In October 1998, in connection with its settlement of a government investigation into the health care 
practices of Quantum Health Resources (a subsidiary of the Company) for a period prior to 1997, Olsten exe-
cuted a corporate integrity agreement with the U.S. Department of Justice, the Office of Inspector General of the 
U.S. Department of Health and Human Services, the U.S. Secretary of Defense (for the CHAMPUS/Tricare Pro-
gram) and the Attorneys General for the States of New York and Oklahoma.  The October 1998 corporate integ-
rity agreement applied to the Company�s specialty pharmaceutical services business and focused on the training 
and billing of blood factor products for hemophiliacs and was in effect until December 31, 2001.  On Febru-
ary 12, 2002, the Company filed its final report required by the 1998 corporate integrity agreement. 

In connection with the July 19, 1999 settlement with various government agencies, Olsten executed a 
separate corporate integrity agreement with the Office of Inspector General of the Department of Health and 
Human Services which will remain in effect until August 18, 2004.  The July 1999 corporate integrity agreement 
applies to the Company�s businesses that bill the federal government health programs directly for services, such 
as its home care nursing business (but excluding the specialty pharmaceutical services business).  This corporate 
integrity agreement focuses on issues and training related to cost report preparation, contracting, medical neces-
sity and billing of claims. 

Under each of the corporate integrity agreements, the Company is required, for example, to maintain a 
corporate compliance officer to develop and implement compliance programs, to retain an independent review 
organization to perform annual reviews and to maintain a compliance program and reporting systems, as well as 
provide certain training to employees. 

The Company�s compliance program will be implemented for all newly established or acquired busi-
ness units if their type of business is covered by the corporate integrity agreements.  Reports under each integrity 
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agreement are to be filed annually with the Department of Health and Human Services, Office of Inspector Gen-
eral.  After each corporate integrity agreement expires, the Company is to file a final annual report with the gov-
ernment.  The Company is in compliance with both corporate integrity agreements and has timely filed all re-
quired reports.  If the Company fails to comply with the terms of either of its corporate integrity agreements, the 
Company will be subject to penalties. 

Regulations 

The Company�s business is subject to extensive federal and state regulations which govern, among 
other things: 

¶ Medicare, Medicaid, TRICARE and other government-funded reimbursement programs; 

¶ reporting requirements, certification and licensing standards for pharmacies and certain 
home health agencies; and 

¶ in some cases, certificate-of-need requirements. 

The Company�s compliance with these regulations may affect its participation in Medicare, Medicaid, 
TRICARE and other federal health care programs.  The Company is also subject to a variety of federal and state 
regulations which prohibit fraud and abuse in the delivery of health care services.  These regulations include, 
among other things: 

¶ prohibitions against the offering or making of direct or indirect payments to actual or poten-
tial referral sources for obtaining or influencing patient referrals; 

¶ rules against physicians making referrals under Medicare for clinical services to a home 
health agency with which the physician has certain types of financial relationships; 

¶ laws against the filing of false claims; and 

¶ laws against making payment or offering items of value to patients to induce their self-
referral to the provider. 

As part of the extensive federal and state regulation of the home health care business and under the 
Company�s corporate integrity agreements, the Company is subject to periodic audits, examinations and investi-
gations conducted by, or at the direction of, governmental investigatory and oversight agencies.  Periodic and 
random audits conducted or directed by these agencies could result in a delay in receipt, or an adjustment to the 
amounts of reimbursements due or received under Medicare, Medicaid, TRICARE and other federal health pro-
grams.  Violation of the applicable federal and state health care regulations can result in excluding a health care 
provider from participating in the Medicare, Medicaid and/or TRICARE programs and can subject the provider 
to substantial civil and/or criminal penalties. 

The Balanced Budget Act of 1997 provided for, among other things, a 15 percent reduction in home 
health interim payment system limits.  The implementation of this reduction in the payment caps has been de-
layed until October 1, 2002.  The Center for Medicare and Medicaid Services currently estimates that the reduc-
tion in payment caps, if implemented, may reduce payments to home health agencies for services provided under 
the Medicare program by approximately 7 percent. 



 -10- 

Item 4.  Submission of Matters to a Vote of Security Holders. 

No matters were submitted to a vote of security holders during the fourth quarter of fiscal 2001. 

Item 4(a).  Executive Officers of the Company. 

The following table sets forth certain information regarding each of the Company�s executive officers 
as of March 25, 2002: 

Name
Executive

Officer Since Age
Position and Offices 
with the Company 

Edward A. Blechschmidt 1999 49 President, Chief Executive Officer and 
Chairman of the Board of Directors 

John J. Collura 1999 55 Executive Vice President, Chief Financial 
Officer and Treasurer 

Ronald A. Malone 2000 47 Executive Vice President and President, 
Home Health Care Services Division 

Robert J. Nixon 1999 45 Executive Vice President and President, 
Specialty Pharmaceutical Services Divi-
sion 

Richard C. Christmas 1999 47 Senior Vice President and Chief Informa-
tion Officer 

E. Rodney Hornbake, M.D. 2000 51 Senior Vice President and Chief Medical 
Officer

Patricia C. Ma 1999 40 Senior Vice President, General Counsel 
and Secretary 

Vernon A. Perry 1999 50 Senior Vice President - Nursing Services 

David C. Silver 2000 59 Senior Vice President - Human Resources 

Christopher L. Anderson 2001 30 Vice President and Chief Compliance 
Officer

John R. Potapchuk 2001 49 Vice President and Controller 

The executive officers are elected annually by the Board of Directors. 

Edward A. Blechschmidt 

Mr. Blechschmidt has served as president, chief executive officer and chairman of the board of direc-
tors of the Company since November 1999.  He served as the chief executive officer and a director of Olsten 
from February 1999 until March 2000.  He was also the president of Olsten from October 1998 until March 
2000 and served as the chief operating officer of Olsten from October 1998 to February 1999.  From August 
1996 to October 1998 he was president and chief executive officer of Siemens Nixdorf Americas, an informa-
tion technology company. 
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John J. Collura 

Mr. Collura has served as the executive vice president, chief financial officer and treasurer of the Com-
pany since November 1999.  He served as senior vice president and chief financial officer of Olsten Health Ser-
vices from 1998 to March 2000.  From 1996 to 1998, Mr. Collura was corporate director of financial and busi-
ness development operations of Partners Healthcare, an integrated health care delivery system. 

Ronald A. Malone 

Mr. Malone has served as executive vice president of the Company since March 2000.  Prior to joining 
the Company, he served in various positions with Olsten, including executive vice president of Olsten and presi-
dent, Olsten Staffing Services, United States and Canada, from January 1999 to March 2000.  From 1994 to De-
cember 1998, he served successively as Olsten�s senior vice president, southeast division; senior vice president, 
operations; and executive vice president, operations. 

Robert J. Nixon 

Mr. Nixon has served as executive vice president of the Company since November 1999.  He had been 
a member of Olsten Health Services� senior management team since joining Olsten in 1994, serving in various 
capacities, including as a senior vice president. 

Richard C. Christmas 

Mr. Christmas has served as senior vice president of the Company since November 1999.  He joined 
Olsten in 1992 and has served as regional director, area vice president and project manager-vice president for a 
business and technology reengineering project for Olsten. 

E. Rodney Hornbake, M.D. 

Dr. Hornbake has served as senior vice president and chief medical officer of the Company since 
March 2000, having joined the Company in November 1999.  Prior to that, Dr. Hornbake served as vice presi-
dent and medical director of the North Shore-LIJ Health System in New York.  Prior to that, Dr. Hornbake was 
chief medical officer for Aetna Professional Management Corporation and chief of medicine for the Park Ridge 
Health System in New York. 

Patricia C. Ma 

Ms. Ma has served as the Company�s senior vice president, general counsel and secretary since No-
vember 1999.  She joined Olsten in 1994.  Since 1998 she served as general counsel and vice president of Olsten 
Health Services.  From 1994 to 1998, Ms. Ma served in various legal positions with Olsten Health Services, 
including vice president, assistant general counsel, assistant vice president and senior counsel. 

Vernon A. Perry, Jr. 

Mr. Perry has served as senior vice president of the Company since November 1999.  He joined Olsten 
in 1994.  From 1996 to 1999, he served as senior vice president of network management for Olsten Health Ser-
vices.  From 1994 to 1996, he served as vice president of business development, primarily responsible for the 
health services business development. 
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David C. Silver 

Mr. Silver has served as senior vice president of the Company since March 2000.  He joined Olsten in 
1998 as director, human resources planning and development and in April 1999 became vice president, human 
resources for Olsten�s staffing services business.  Prior to joining Olsten he held senior Human Resources posi-
tions with the Bank of Tokyo, Supermarkets General Corporation, Chase Manhattan Bank and Amerada Hess.  
From 1989 to 1998 he served as president of a human resources consulting firm delivering organizational 
change, leadership development and general human resources consulting services. 

Christopher L. Anderson 

Mr. Anderson has served as the chief compliance officer and vice president of audit services and qual-
ity assurance of the Company since March 2000.  He served as chief compliance officer of Olsten from Novem-
ber 1998 to March 2000.  From 1996 to 1998, Mr. Anderson was vice president of compliance and government 
affairs of Housecall Medical Resources, Inc., a home care service company. 

John R. Potapchuk 

Mr. Potapchuk has served as vice president of finance and controller of the Company since March 
2000.  He joined Olsten in 1991 and served in various corporate financial management positions with Olsten 
Health Services, including vice president and operations controller and vice president of finance.  Prior to that, 
Mr. Potapchuk served in senior management positions for PricewaterhouseCoopers LLP and Deloitte & Touche. 

____________________

After the sale of the specialty pharmaceutical services business or shortly thereafter, upon election by 
the Company�s board of directors, the following individuals will serve as officers of the Company: Mr. Ronald 
A. Malone, chief executive officer and chairman of the board of directors; Mr. John R. Potapchuk, chief finan-
cial officer, treasurer and secretary; Mr. Vernon A. Perry, Jr., president and chief operating officer; and Mr. 
Christopher L. Anderson, chief compliance officer.  After such sale or shortly thereafter, it is further expected 
that the following individuals will no longer be employed as officers of the Company: Messrs Edward A. 
Blechschmidt, John J. Collura, Robert J. Nixon, Richard C. Christmas, E. Rodney Hornbake and David C. Silver 
and Ms. Patricia C. Ma. 
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PART II 

Item 5.  Market for Registrant�s Common Equity and Related Stockholder Matters. 

Market Information 

As of March 16, 2000, the Company�s common stock has been quoted on The Nasdaq National Market 
under the symbol �GTIV�.  Prior thereto, there was no established public trading market for shares of the Com-
pany�s common stock. 

The following table sets forth the high and low bid information for shares of the Company�s common 
stock for each quarter during fiscal 2000 and 2001: 

2000 High Low 

1st Quarter (beginning March 16) $  7.25 $ 5.25 
2nd Quarter 10.00 6.19 
3rd Quarter 14.00 7.63 
4th Quarter 14.38 10.19 

   
2001 High Low 

1st Quarter $20.38 $13.06 
2nd Quarter 23.50 15.60 
3rd Quarter 20.90 16.35 
4th Quarter 22.44 15.66 

Holders

As of March 25, 2002 there were approximately 2,100 holders of record of the Company�s common 
stock (including participants in the Company�s employee stock purchase plan, brokerage firms holding the Com-
pany�s common stock in �street name� and other nominees). 

Dividends

The Company has never paid any cash dividends on its common stock.  The Company does not expect 
to pay any dividends on its common stock for the foreseeable future, except it is currently expected that follow-
ing the sale of the Company�s specialty pharmaceutical services business, the Company will distribute substan-
tially all the proceeds from such sale to its shareholders.  Any future payments of dividends and the amount of 
the dividends will be determined by the board of directors from time to time based on the Company�s results of 
operations, financial condition, cash requirements, future prospects and other factors deemed relevant by the 
Company�s board of directors.  In addition, the Company�s credit facility also contains restrictions on the Com-
pany�s ability to declare and pay dividends.  See Item 7, PART II. 
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Item 6.  Selected Financial Data. 

The following table provides selected historical consolidated financial data of the Company as of and 
for each of the fiscal years in the five-year period ended December 30, 2001.  The data has been derived from 
the Company�s audited consolidated financial statements.  The historical consolidated financial information pre-
sents the Company�s results of operations and financial position as if the Company was a separate entity from 
Olsten for all years presented.  The historical financial information may not be indicative of the Company�s fu-
ture performance and may not necessarily reflect what the financial position and results of operations of the 
Company would have been if the Company was a separate stand-alone entity during the years presented. 

 Fiscal Year Ended 
 2001 2000 1999 1998 1997
    (53 weeks)  

Statement of Operations Data (In thousands except per share amount) 
Net revenues ..............................................  $ 1,377,687 $ 1,506,644 $ 1,489,822  $ 1,330,303  $ 1,433,854 
Gross profit................................................ 459,079 485,000 505,426 421,407 520,586 
Selling, general and administrative 

expenses .................................................. 436,065 615,198 509,658 552,528 460,254 
Net income (loss)....................................... 20,988(1) (104,200)(2) (15,086)(3) (101,465)(4) 26,847 
Net income (loss) per share (5)      

Basic ................................................. 0.91 (5.05) (0.74) (4.99) 1.32 
Diluted .............................................. 0.85 (5.05) (0.74) (4.99) 1.32 

Average shares outstanding (5)      
Basic ................................................. 23,186 20,637 20,345 20,345 20,345 
Diluted .............................................. 25,869 20,637 20,345 20,345 20,345 

Balance Sheet Data (at end of year)      
Cash and cash equivalents.........................  $ 71,999 $ 452 $ 2,942  $ 799 $  � 
Restricted cash........................................... 35,164 � � � � 
Working capital ......................................... 401,201 348,684 438,536 367,915 346,135 
Total assets ................................................ 838,334 805,484 1,063,105 945,738 783,478 
Long-term debt and other securities.......... � 20,000 � 86,250 86,250 
Tangible net worth (6)............................... 401,166 335,447 454,994 305,743 295,707 
Shareholders� equity.................................. 621,707 566,149 705,291 561,859 530,270 

(1) Net income in fiscal 2001 reflects special charges of approximately $3.0 million in connection with the 
settlement of the Gile v. Olsten Corporation, et al. and the State of Indiana v. Quantum Health Resources, 
Inc. and Olsten Health Services, Inc. lawsuits and for various other legal costs.  See Note 4 to the 
Company�s Consolidated Financial Statements. 

(2) Net loss for fiscal 2000 reflects restructuring and other special charges aggregating $153.2 million, of 
which $14.9 million is recorded in cost of services sold and $138.3 million is included in selling, general 
and administrative expenses.  See Note 4 to the Company�s Consolidated Financial Statements.  Net loss 
for fiscal 2000 also reflects a gain of $36.7 million relating to the sale of the Company�s staffing services 
business and Canadian operations.  See Note 3 to the Company�s Consolidated Financial Statements. 

(3) Net loss for fiscal 1999 reflects a restructuring pre-tax charge of $15.2 million for the realignment of 
business units as part of a new restructuring plan.  This charge is included in selling, general and 
administrative expenses.  See Note 4 to the Company�s Consolidated Financial Statements. 

(4) Net loss in fiscal 1998 reflects restructuring and other special pre-tax charges totaling approximately $122 
million.  These charges resulted from $66 million related to the restructuring of the Company�s businesses 
and a special charge of $56 million for the settlement of two federal investigations.  These provisions 
include a reduction in revenues of $14 million, a charge to cost of sales of $15 million and $93 million in 
selling, general and administrative expenses. 
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(5) Basic and diluted earnings per share and the average shares outstanding for each of the fiscal years 1997, 
1998 and 1999 have been computed based on 20,345,029 shares of common stock.  Such amount is based 
on the number of shares of the Company�s common stock issued on March 15, 2000, the date of the split-
off.  See Note 2 to the Company�s Consolidated Financial Statements. 

(6) Tangible net worth represents the amount of shareholders� equity reduced by intangibles, principally 
goodwill, net of accumulated amortization. 

Item 7.  Management�s Discussion and Analysis of Financial Condition and Results of Operations. 

The following discussion and analysis provides information which management believes is relevant to 
an assessment and understanding of the Company�s results of operations and financial position.  This discussion 
and analysis should be read in conjunction with the Company�s consolidated financial statements and related 
notes included elsewhere in this report.  

Significant Developments

On January 2, 2002, the Company entered into a definitive agreement with Accredo Health, Incorpo-
rated (�Accredo�) to sell the assets and business of the Company�s Specialty Pharmaceutical Services business, 
including certain corporate assets and operations, for $415 million, subject to adjustment, to be paid half in cash 
and half in shares of Accredo common stock provided that the average closing price per share of Accredo com-
mon stock on the NASDAQ National Market for the twenty trading days ending on the second trading day prior 
to the closing of the acquisition is between $31 and $41 per share.  If the average closing price is outside of 
these limits, the number of Accredo shares to be issued will be fixed at the outside levels, and the value of the 
stock consideration will fluctuate, increasing if the average closing price is above $41 and decreasing if the av-
erage closing price is below $31.  The purchase price of $415 million is also subject to adjustment for changes in 
the net book value of the Specialty Pharmaceutical Services business as of the closing date of the acquisition, to 
the extent that such net book value is outside of the range between $247.5 million and $252.5 million.  (At De-
cember 30, 2001, the net book value of the Specialty Pharmaceutical Services business was within such range.) 

The Company intends to distribute substantially all of the consideration it receives in connection with 
the sale of the Specialty Pharmaceutical Services business to its shareholders following the closing of the trans-
action.  Management expects that the disposition will be consummated during the second quarter of 2002 and 
that a gain will be recorded on the disposition. 

The Specialty Pharmaceutical Services business will be treated as a discontinued operation following 
the date on which shareholders approve the transaction.  Subsequent to the closing date of the transaction, the 
Company intends to operate in the Home Health Services business. 

Year Ended December 30, 2001 Compared to Year Ended December 31, 2000

General

The comparability of the Company�s results of operations between fiscal year 2001 and fiscal year 
2000 was impacted by several items which are briefly described below. 

¶ On March 15, 2000, the Company was Split-off from Olsten Corporation (�Olsten�) through 
the issuance of all of the Company�s common stock to Olsten�s shareholders and the Com-
pany became an independent, publicly-owned company.  Prior thereto, the Company oper-
ated Olsten�s health services business as a wholly-owned subsidiary of Olsten.  The accom-
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panying consolidated financial statements reflect the financial position, results of operations 
and cash flows of the Company as if it were a separate entity for all periods presented.  The 
consolidated financial statements have been prepared using the historical basis of assets and 
liabilities and historical results of operations related to the Company. 

¶ During fiscal year 2001, the Company recorded special charges of approximately $3.0 mil-
lion in connection with the settlement of the Gile v. Olsten Corporation, et al., and the State 
of Indiana v. Quantum Health Resources, Inc. and Olsten Health Services, Inc. lawsuits and 
for various other legal costs.  These legal matters are further discussed in Note 9.  These spe-
cial charges are reflected in selling, general and administrative expenses in the accompany-
ing consolidated statement of operations. 

¶ During the fiscal year 2000, the Company recorded restructuring and special charges aggre-
gating $153.2 million.  Of this amount, charges of $138.3 million were reflected in selling, 
general and administrative expenses.  These charges included (i) an incremental provision 
for doubtful accounts of $112.0 million, (ii) a $7.2 million charge to reflect estimated settle-
ment costs in excess of insurance coverage related to class action securities and derivative 
lawsuits assumed by the Company from Olsten Corporation under an indemnification provi-
sion in connection with the Split-off and government inquiries in New Mexico and North 
Carolina, (iii) a $5.7 million charge in connection with the implementation of and transition 
to the PPS system for Medicare reimbursement and (iv) restructuring charges of $5.5 million 
relating to the closing and consolidation of twelve nursing branch locations and the realign-
ment and consolidation of certain corporate and administrative support functions. 

In addition, special charges of $3.8 million for the fiscal year 2000 were incurred in connection 
with the change of the Company�s name to Gentiva Health Services, Inc.  These special charges 
primarily consisted of costs incurred and paid for consulting fees, promotional items and advertis-
ing. 

Furthermore, charges of $4.1 million were incurred in the fiscal year 2000 to reflect obligations 
resulting from the Company�s Split-off from Olsten and transition costs associated with the estab-
lishment of the Company as an independent, publicly-owned entity.  These special charges in-
cluded change of control and compensation and benefit payments of $3.6 million made to certain 
former employees of the Company and Olsten and a current executive officer of the Company, 
and transition costs of $0.5 million relating to registration costs, professional fees and other items. 

During fiscal year 2000, an adjustment of $6.4 million was recorded in cost of services sold for 
changes in cost estimates arising from the systems conversion and physical inventory procedures 
which were performed during the third quarter of fiscal 2000.  The Company also recorded a 
charge to cost of sales of $8.5 million in fiscal 2000 to reflect an increase in estimated liabilities to 
service providers under certain managed care contracts.  Such changes in the estimated liabilities 
were the result of the Company obtaining more timely and accurate claim experience information 
as a result of completing a system conversion which enhanced its claims reporting functionality. 

¶ Prior to October 1, 2000, reimbursement of Medicare home care nursing services was based 
on reasonable, allowable costs incurred in providing services to eligible beneficiaries subject 
to both per visit and per beneficiary limits in accordance with the Interim Payment System 
(the �IPS�) established through the Balanced Budget Act of 1997.  These costs are reported 
in annual cost reports which are filed with the Medicare fiscal intermediary and are subject 
to audit.  Effective October 1, 2000, the IPS was replaced by a Prospective Payment System 
(�PPS�) for Medicare home care reimbursement.  Under PPS, the Company is eligible to re-
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ceive a fixed reimbursement which covers a specified treatment period for each patient.  The 
reimbursement rate is established based on a clinical assessment of the severity of the pa-
tient�s condition, service needs and certain other factors.  The rate is subject to adjustment if 
there are significant changes in the patient�s condition during the specified treatment period.  
Net revenues attributable to the Medicare program as a percentage of total consolidated net 
revenues were 18 percent in fiscal 2001 and 16 percent in 2000. 

¶ During the fourth quarter of fiscal 2000, the Company sold its health care staffing services 
business and its Canadian operations.  For the fiscal year ended December 31, 2000, the 
Company recorded revenues of $145 million, gross profit of $37 million and selling, general 
and administrative expenses of $27 million relating to the businesses that were sold. 

Results of Operations 

Revenues

After adjusting for the Staffing and Canadian operations which were sold during the fourth quarter of 
fiscal 2000, net revenues increased by $16 million or 1.2 percent to $1.38 billion during fiscal 2001 as compared 
to fiscal 2000 primarily due to a $40 million or 5.7 percent increase in Specialty Pharmaceutical Services reve-
nue, of which $17 million related to an increase in intersegment revenues which was provided to the Home 
Health Services segment by the Specialty Pharmaceutical Services segment that was eliminated in consolidation, 
offset somewhat by a $7 million or 1.0 percent decline in Home Health Services revenue.  Overall, net revenues 
in fiscal 2001 decreased by $129 million or 8.6 percent as compared to fiscal 2000, of which $145 million re-
lated to fiscal 2000 revenues for the aforementioned sold operations. 

During fiscal 2001, the Company experienced unit volume increases in several core chronic therapies in 
the Specialty Pharmaceutical Services segment.  These therapies included (i) Flolan, an intravenous therapy used 
in the treatment of pulmonary arterial hypertension, which increased by 8.0 percent, (ii) intravenous immune 
globulin (IVIG), used in the treatment of primary immune deficiency and other diagnoses, which increased by 
20.4 percent and (iii) growth hormone, used in the treatment of growth hormone disorder, which increased by 
13.6 percent.  Revenue growth was negatively impacted by some product shortages of recombinant coagulation 
therapy, which is used in the treatment of hemophilia.  In addition, revenue relating to acute infusion products 
decreased 2.5 percent due to management�s decision to terminate certain contracts in an effort to improve reve-
nue quality and cash flow.  Due to significant purchases by wholesale customers early in 2001, revenue relating 
to Oxandrin, an oral pharmaceutical for involuntary weight loss, increased 17.5 percent during fiscal 2001 as 
compared to fiscal 2000. 

The decline in Home Health Services revenue during fiscal 2001 was attributable primarily to lower 
volume resulting from transitional issues associated with the implementation of the PPS for Medicare reim-
bursement and the impact of the closing of certain home care nursing branches during the fourth quarter of fiscal 
2000.

Gross Profit 

Gross profit margins as a percentage of net revenues increased from 32.2 percent in the fiscal 2000 to 
33.3 percent in fiscal 2001.  Of the total increase in margins, 1.0 percent can be attributed to the special charges 
associated with the inventory adjustment of $6.4 million and a $8.5 million charge to reflect an increase in esti-
mated liabilities to service providers under certain managed care contracts which was recorded during fiscal 
2000.  The remaining increase in margins was primarily attributable to productivity enhancements resulting from 
a change in clinical protocols and rate increase in Home Health Services (which increased total Company mar-
gins by 0.4 percent) as well as the absence of lower margin Staffing and Canadian operations which were sold in 
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late 2000 (which increased total Company margins by 0.8 percent) offset by a change in business mix reflecting 
growth in the lower margin Specialty Pharmaceutical Services products and higher costs attributable to certain 
biological and pharmaceutical products due to product shortages (which decreased total Company margins by 
1.1 percent). 

Selling, General and Administrative Expenses 

Selling, general and administrative expenses decreased to $436 million during fiscal 2001 as compared 
to $615 million during fiscal 2000 due to (i) special charges of $138 million which were recorded in the fiscal 
2000 period, (ii) the reduction of $27 million in costs associated with the sale of the Staffing and Canadian op-
erations, (iii) efficiency improvement efforts in Home Health Services branch operations, certain Specialty 
Pharmaceutical Services administrative functions and corporate administrative support departments, and (iv) the 
closing of certain home care nursing branches during the fourth quarter of fiscal 2000. 

Excluding the effects of the businesses that were sold and the special charges recorded in the periods as 
described above, selling, general and administrative expenses as a percentage of net revenues were 31.4 percent 
and 33.0 percent for fiscal 2001 and 2000, respectively. 

Interest Expense, Net 

Net interest expense was approximately $0.2 million and $9.9 million in fiscal 2001 and 2000, respec-
tively.  Net interest expense for fiscal 2001 represented primarily fees relating to the revolving credit facility and 
outstanding letters of credit and, for the first half of fiscal 2001, the 10 percent convertible preferred trust securi-
ties offset by interest income of approximately $2.8 million.  During the fiscal year ended December 31, 2000, 
net interest expense also included interest on the outstanding 4 3/4 percent convertible subordinated debentures 
which matured and were retired in October 2000, net intercompany borrowings with Olsten up to the Split-off 
date and interest on borrowings under the credit facility subsequent to the Split-off date. 

Income Taxes 

Income tax expense for the fiscal 2001 period consisted primarily of taxes relating to certain state juris-
dictions.  The Company had estimated net operating loss carry forwards (NOLs) of approximately $89.7 million 
as of December 30, 2001.  Because of the uncertainty of ultimate realization of the net deferred tax asset, the 
Company has established a valuation allowance for the deferred tax asset that is not otherwise used to offset 
deferred tax liabilities.  The Company expects its effective tax rate to be less than 10 percent until such time as 
the NOLs are utilized. 

Net Income (Loss) 

The Company recorded net income of $21.0 million or $0.85 per diluted share in fiscal 2001 compared 
with a net loss of $104.2 million or $(5.05) per diluted share in fiscal 2000. 

Year Ended December 31, 2000 Compared to Year Ended January 2, 2000

Results of Operations 

Revenues

During fiscal 2000, net revenues increased by $17 million or 1.1 percent to $1.507 billion as compared 
to net revenues of $1.490 billion during fiscal 1999.  Net revenue growth can be attributed to an increase of $35 



 -19- 

million or 5.1 percent in Specialty Pharmaceutical Services revenue, of which $20 million related to an increase 
in intersegment revenues which were provided to the Home Health Services segment by the Specialty Pharma-
ceutical Services segment that was eliminated in consolidation, and a $9 million or 1.3 percent increase in Home 
Health Services revenue offset by a $7 million decrease in revenues for the Staffing and Canadian operations 
which were sold during the fourth quarter of fiscal 2000. 

In the Specialty Pharmaceutical Services business, revenue growth for fiscal 2000 was attributable to 
volume increases in the pulmonary hypertension therapy Flolan(R) which increased by 23.5 percent and the nu-
trition support therapies such as Total Parental Nutrition (TPN), which increased by 40.9 percent.  The revenue 
growth in these therapies, however, was negatively impacted by some product shortages of recombinant coagu-
lation therapy, which is used in the treatment of hemophilia, and the Bayer Corporation�s decision in 1999 to 
begin directly distributing Prolastin(R), an intravenous therapy used in the treatment of the hereditary disorder 
Alpha 1 Antirypsin Deficiency.  In 1999, Prolaston revenue approximated $19 million. 

The increase in Home Health Services revenue related to growth in volume with managed care custom-
ers offset by a decline in nursing revenues due to the transition to the new Medicare reimbursement system 
which became effective on October 1, 2000 as well as the continued shortage of nursing and other caregiver 
personnel in certain parts of the country and the impact of the closing of certain home care nursing branches 
during fiscal 2000 and 1999. 

Prior to the sale of the Staffing and Canadian operations in the fourth quarter of fiscal 2000, revenue 
growth for fiscal 2000 reflected volume and rate increases due to strong market demand created by industry 
growth and a shortage of full time employees in the institutional, occupational and alternate site health care or-
ganizations serviced by the Staffing Services business. 

Gross Profit 

Gross profit margins, as a percentage of net revenues, decreased from 33.9 percent in fiscal 1999 to 
32.2 percent in fiscal 2000.  Of the total decrease in margins, 1.0 percent can be attributed to the special charges 
associated with the inventory adjustment of $6.4 million and the increase in liabilities to service providers under 
certain managed care contracts of $8.5 million which were recorded in fiscal 2000.  The remaining decrease in 
margins was primarily attributable to a change in business mix and higher costs attributable to certain biological 
and pharmaceutical products in the Specialty Pharmaceutical Services business due to product shortages, partly 
offset by productivity enhancements and rate increases in Home Health Services. 

Selling, General and Administrative Expenses 

For fiscal 2000, selling, general and administrative expenses were $615 million as compared to $510 
million for fiscal 1999.  This increase resulted from a change in the amount of restructuring and other special 
charges affecting selling, general and administrative expenses from $15 million in fiscal 1999 to $138 million in 
fiscal 2000 offset somewhat by the impact of efficiency improvement efforts and the closing of home care nurs-
ing branches.  Excluding the impact of restructuring and other special charges recorded in both years, selling, 
general and administrative expenses were 31.7 percent of revenues in fiscal 2000 and 33.2 percent of revenues 
in fiscal 1999. 

Restructuring and Other Special Charges 

During fiscal 2000 and 1999, the Company recorded restructuring and other special charges aggregat-
ing $153.2 million and $15.2 million, respectively. 
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Fiscal 2000 

Restructuring and other special charges during fiscal 2000 aggregated $153.2 million, of which $14.9 
million was recorded in cost of services sold.  The remaining charges of approximately $138.3 million were re-
corded in selling, general and administrative expenses and included charges to restructure business operations of 
$5.5 million, an incremental charge of $112.0 million for increases in the allowance for doubtful accounts and 
receivable writeoffs, charges of $5.7 million associated with the implementation of the Prospective Payment 
System for Medicare reimbursement, settlement costs of $7.2 million, Split-off/transition costs of $4.1 million 
and name change and other costs of $3.8 million.  A further description of the nature of such restructuring and 
other special charges is presented below. 

Restructuring of Business Operations 

The Company recorded charges of $5.5 million in the fourth quarter of fiscal 2000 in connection with a 
restructuring plan which included the closing and consolidation of twelve nursing branch locations and the re-
alignment and consolidation of certain corporate and administrative support functions due primarily to the sale 
of the Company�s Staffing Services business and Canadian operations.  These charges included employee sever-
ance of $2.9 million relating to the termination of 270 employees in nursing branches and certain corporate and 
administrative departments, asset writedowns of $1.2 million and future lease payments and other associated 
costs of $1.4 million. 

Bad Debt/Receivables Write-Off 

During fiscal 2000, the Company launched several initiatives including (i) changes to systems, opera-
tional processes and procedures in its contracting, delivery, billing and collection functions and inventory man-
agement, (ii) development of numerous enhancements to its billing and collection systems, and (iii) hiring of 
external consultants to pursue focused collection efforts on specific aged accounts receivable.  These initiatives 
are further described herein. 

The Specialty Pharmaceutical Services business implemented a new billing and collection system in the 
fourth quarter of 1999.  Difficulties were encountered in the functionality of the new billing system from the 
date of implementation through the second quarter of 2000 that resulted in an inability to efficiently and effec-
tively bill new accounts and obtain appropriate documentation and support the follow-up of outstanding ac-
counts.  During the third quarter of fiscal 2000, the system implementation difficulties were resolved and a sig-
nificant number of billing and collection system enhancements were made, which provided management with 
new and enhanced information as to the collectibility of receivables that was previously unavailable.  This in-
formation included historical cash collection data segregated by the time period for which the related revenue 
was recognized, accounts receivable aging trends by payor source and other statistical data. 

In May 2000, with the system enhancements now available, the Company hired an external consultant 
to undertake an accounts receivable reduction engagement and to enhance the billing and collection processes 
for both the Specialty Pharmaceutical Services business and the Home Health Services business.  During the 
third quarter of 2000, as a result of the work performed by the consultant and the information resulting from the 
enhanced billing and collection processes, it was determined that the filing deadlines for submitting certain 
claims for reimbursement to government and commercial payors had expired and documentation required by 
payors to support certain other claims could not be located.  Furthermore, the results of the consultant�s cash 
collection efforts during the period of its engagement were significantly less than initially estimated. 

As a result of the consultant�s engagement and the new information that became available from the en-
hancements to the billing and collection systems and changes in operational processes and procedures, manage-
ment concluded that certain aged accounts which it previously believed were collectible should be written off 
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because the continuing effort and cost of pursuing collections of these accounts could not be justified.  Man-
agement decided to focus on the billing and collection activities relating to more current receivable balances. 

In connection with these activities, the Company recorded an incremental provision for doubtful ac-
counts of $112.0 million in the third quarter of fiscal year 2000 relating to government and commercial payors, 
of which $90.0 million related to the Specialty Pharmaceutical Services business and $22.0 million related to the 
Home Health Services business.  The incremental provision for doubtful accounts related to revenues recognized 
in the following years:  $34 million in fiscal 1998 and prior, $52 million in fiscal 1999 and $26 million in fiscal 
2000.  This incremental provision for doubtful accounts was reflected in selling, general and administrative ex-
penses in the consolidated statement of operations for the year ended December 31, 2000. 

PPS Implementation Costs 

The Company recorded charges of $5.7 million in connection with the implementation of and transition 
to the PPS system for Medicare reimbursement.  Such charges included costs relating to the development of care 
protocols, training of field personnel and changes in estimates of settlement amounts. 

Settlement Costs 

The Company also recorded a $7.2 million charge in the third quarter of fiscal 2000 to reflect estimated 
settlement costs in excess of insurance coverage relating to class action securities and derivative lawsuits, the 
obligation for which was assumed by the Company from Olsten under an indemnification provision in connec-
tion with the Split-off, as well as estimated settlement costs related to government inquiries in New Mexico and 
North Carolina (see Note 9 to the consolidated financial statements). 

Split-off/Transition Costs 

Special charges of $4.1 million were incurred during fiscal 2000 to reflect obligations resulting from 
the Company�s Split-off from Olsten and transition costs associated with the establishment of the Company as 
an independent, publicly-owned entity.  These special charges included change of control and compensation and 
benefit payments of $3.6 million made to certain former employees of the Company and Olsten and a current 
executive officer of the Company, and transition costs of $0.5 million relating to registration costs, professional 
fees and other items. 

Name Change and Other 

Special charges of approximately $3.8 million were incurred in fiscal 2000 in connection with the 
change of the Company�s name to Gentiva Health Services, Inc.  These special charges primarily consisted of 
costs incurred and paid for consulting fees, promotional items and advertising. 

Costs of Services Sold 

An adjustment of $6.4 million was recorded in cost of services sold for changes in cost estimates aris-
ing from the systems conversion and physical inventory procedures which were performed during the third quar-
ter of fiscal 2000.  The Company recorded a charge to cost of sales of $8.5 million in the fourth quarter of fiscal 
2000 to reflect an increase in estimated liabilities to service providers under certain managed care contracts.  
Such changes in the estimated liabilities were the result of the Company obtaining more timely and accurate 
claim experience information as a result of completing a system conversion which enhanced its claims reporting 
functionality. 



 -22- 

Fiscal 1999 

In the quarter ended April 4, 1999, the Company recorded a restructuring charge totaling $16.7 million.  
This charge was for the realignment of business units as part of a new restructuring plan, including compensa-
tion and severance costs of $5 million to be paid to operational support staff, branch administrative personnel 
and management, asset write-offs of $6.5 million, related primarily to fixed assets being disposed of in offices 
being closed and facilities being consolidated as well as fixed assets and goodwill attributable to the Company�s 
exit from certain businesses previously acquired but not within the Company�s strategic objectives and integra-
tion costs of $5.2 million, primarily related to obligations under lease agreements for offices and other facilities 
being closed. 

As of the end of fiscal 1999, substantially all of the closures and consolidation of facilities and expected 
terminations had occurred.  These activities have resulted in lower costs than originally estimated and, as a re-
sult, the Company recognized a benefit of $1.5 million in the fourth quarter of fiscal 1999 to reflect this change 
in estimate.  The realignment of the business units achieved a reduction of expenses of about $3 million in 1999, 
due to reduced employee, lease and depreciation expenses. 

Gain on Sales of Businesses 

During the fourth quarter of fiscal 2000, the Company recorded a gain of $36.7 million on the sale of 
its health care staffing services business and its Canadian operations.  In connection with the sale of the health 
care staffing services business, the Company received cash proceeds of $66.5 million.  These proceeds are sub-
ject to adjustment (upward or downward) in accordance with the terms of the purchase and sale agreement re-
lated to final closing balance sheet items.  The Company recorded a gain of approximately $44.4 million on the 
sale.

As a result of the sale of its home care nursing services operations in Canada, the Company received 
approximately $1.5 million in cash proceeds, including settlements of the final closing balance sheet, and a mi-
nority interest in the acquiror.  The Company recorded a charge of approximately $5.2 million as a result of the 
impairment of goodwill.  In addition, cumulative translation losses of approximately $2.5 million were reversed 
from the accumulated other comprehensive loss component of stockholders� equity and were reflected as a loss.
No other gain or loss was recorded on the sale. 

Interest Expense, Net 

Interest expense, net was $10 million in fiscal 2000 and $17 million in fiscal 1999.  Interest expense, 
net represented primarily interest on the outstanding 4 3/4 percent convertible subordinated debentures during 
fiscal 1999 and the period from January 3, 2000 to October 1, 2000 (the debentures� maturity date), net inter-
company borrowings with Olsten for fiscal 1999 and the period from January 3, 2000 to March 15, 2000 (the 
Split-off date) and, subsequent to March 15, 2000, borrowings and fees relating to the revolving credit facility 
and the mandatorily redeemable securities. 

Interest expense, net includes interest income of $0.8 million in fiscal 2000 and $0.3 million in fiscal 
1999.

Income Taxes 

Income tax expense for fiscal 2000 consisted of taxes relating to certain state jurisdictions.  The Com-
pany has estimated net operating loss carry forwards (NOLs) of approximately $76 million as of December 31, 
2000.  Because of the uncertainty of ultimate realization of the net deferred tax asset, the Company has estab-
lished a valuation allowance of approximately $57 million for the deferred tax asset that is not otherwise used to 
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offset deferred tax liabilities.  The valuation allowance had the effect of reducing the Company�s effective tax 
rate for fiscal 2000.  The Company expects its effective tax rate to be below 10 percent until such time as the 
NOLs are utilized. 

Net Income (Loss) 

The Company recorded a net loss of $104.2 million or $(5.05) per diluted share in fiscal 2000 com-
pared with a net loss of $15.1 million or $(0.74) per diluted share in fiscal 1999. 

Liquidity and Capital Resources

Working capital at December 30, 2001, was $401 million, an increase of $52 million as compared to 
$349 million at December 31, 2000.  Net receivables decreased by $51 million during fiscal 2001 as a result of 
improved cash collections driven by enhancements in the billing system for Specialty Pharmaceutical Services 
and process and technology changes in Home Health Services billing and collection units as well as increases in 
billing through electronic data interchange.  Days Sales Outstanding (�DSO�) was 111 days at December 31, 
2000, after adjusting for the sale of the Company�s staffing services business and Canadian operations.  DSO 
was 94 days at December 30, 2001 as a result of improved cash collections in the Specialty Pharmaceutical Ser-
vices business, which has a DSO of 113 days, and the Home Health Services business, which had a DSO of 68 
days.  Of the total improvement of 17 days in fiscal 2001, a reduction in DSO of 8 days occurred in the fourth 
quarter. 

Cash and cash equivalents, including restricted cash, increased by approximately $107 million as of 
December 30, 2001 as compared to December 31, 2000 as a result of (i) cash flow from operations, net of a de-
crease in book overdrafts which were included in accounts payable at December 31, 2000, of approximately $82 
million, (ii) Medicare advances, net of payments for estimated settlements, of approximately $21 million, and 
(iii) proceeds from the exercise of stock options of approximately $14 million, offset somewhat by capital ex-
penditures of approximately $10 million.  In early 2001, the Center for Medicare and Medicaid Services, for-
merly known as the Health Care Financing Administration, issued cash advances to certain Medicare providers 
in connection with the transition from the IPS to the PPS for Medicare reimbursement.  Such advances, which 
were reflected in accrued expenses in the accompanying consolidated balance sheet as of December 30, 2001, 
are expected to be repaid during the second quarter of fiscal 2002. 

The Company maintains a credit facility, which provides for up to $150 million in borrowings.  The 
Company may borrow up to a maximum of 80 percent of eligible accounts receivable, as defined.  At the Com-
pany�s option, the interest rate on borrowings under the credit facility is based on the London Interbank Offered 
Rate (LIBOR) plus 2.5 percent or the lender�s prime rate plus 0.25 percent.  The Company is subject to an un-
used line fee equal to 0.375 percent per annum of the average daily difference between $150 million and the 
total outstanding borrowings and letters of credit.  In addition, the Company must pay a fee equal to 2.25 percent 
per annum of the aggregate face amount of outstanding standby letters of credit. 

The credit facility, which expires in 2004, includes certain covenants requiring the Company to main-
tain a minimum tangible net worth and minimum earnings before interest, taxes, depreciation and amortization.  
Other covenants in the credit facility include limitation on mergers, consolidation, acquisitions, indebtedness, 
liens, capital expenditures and dispositions of assets and other limitations with respect to the Company�s opera-
tions.  Certain of these covenants would be violated if the Company does not negotiate a new credit facility or 
receive a consent from its lenders in connection with the sale of the Specialty Pharmaceutical Services business.
The Company�s obligations under the credit facility are collateralized by all of the Company�s tangible and in-
tangible personal property, and other equipment.  As of December 30, 2001, the Company was in compliance 
with its financial covenants and had borrowing capacity under the credit facility, after adjusting for outstanding 
letters of credit, of approximately $124 million. 
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In June 2001, the Company�s credit facility was amended to increase the portion of the facility avail-
able for letters of credit from $30 million to either (i) $40 million or (ii) $70 million in the event that the Com-
pany elected to post a letter of credit in lieu of an appellate bond for all or a part of the total amount of the judg-
ment (including interest) in the Fredrickson v. Olsten Health Services Corp. and Olsten Corporation case while 
the Company pursues its appeal of the judgment as further discussed in Note 9.  A supersedeas bond in the 
amount of $35 million was posted to satisfy the judgment plus interest.  Under the terms of the bond, cash equal 
to the amount of the bond is held in a segregated account and is reported as restricted cash in the consolidated 
balance sheet as of December 30, 2001. 

As described in Note 9 to the Company�s Consolidated Financial Statements, the Company has pending 
litigation and a government investigation.  At this time, the Company is unable to assess the probable outcome 
of some of these matters and an unfavorable resolution of any of these matters could have a material adverse 
affect on the Company.  In particular, in connection with the Fredrickson case, if a final non-appealable order is 
rendered against the Company consistent with the lower court�s ruling, the Company could be required to pay a 
full $35 million judgment plus additional accrued interest.  Any resolution of this matter (by settlement or final 
non-appealable court order) could have a material adverse effect on the Company�s results of operations, cash 
flows and financial condition. 

As a result of the pending sale of the Specialty Pharmaceutical Services business, the Company is cur-
rently in discussions with its existing administrative agent for an underwriting of a new credit facility which 
would provide for borrowing capacity of up to $65 million and a new four-year term as well as rates, conditions 
and covenants similar to its existing facility.  Although the execution of a new revolving credit agreement cannot 
be assured, the Company expects the new credit facility to be established at or prior to the consummation date of 
the sale of the Specialty Pharmaceutical Services business.  The terms of the existing credit facility would re-
quire that the Company obtain a consent from its lenders prior to the closing of the sale of the Specialty Pharma-
ceutical Services business. 

Although the Company had cash and cash equivalents, including approximately $35 million of re-
stricted cash, of approximately $107 million at December 30, 2001, approximately $21 million represented cash 
advances from the Medicare program which are expected to be repaid by the Company during 2002, approxi-
mately $14 million is expected to be paid upon the closing of the sale of the Specialty Pharmaceutical Services 
business as transaction costs (including advisor fees and payments under change in control agreements and sev-
erance arrangements), approximately $9 million may be required to cover a portion of the corporate taxes result-
ing from the receipt of consideration from the sale of the Specialty Pharmaceutical Services business and up to 
$25 million is intended to be used in connection with a cash tender offer for all of the Company�s stock options 
which will commence prior to the closing of the sale of the Specialty Pharmaceutical Services business.  After 
considering the aforementioned cash outflows and anticipated cash flow from operations and cash proceeds 
from the exercise of stock options that could be generated through the closing date, the Company expects to 
have a balance of cash and cash equivalents, including restricted cash in excess of $60 million following the 
distribution to stockholders of the consideration to be received from Accredo Health, Incorporated upon the sale 
of the Specialty Pharmaceutical Services business. 

Management believes cash flows from operations, existing cash and cash equivalent balances, borrow-
ings available under the credit facility and other financing options will be adequate to support the Company�s 
operating requirements both before and after the disposition of the Specialty Pharmaceutical Services business.  
The Company would not have been profitable in fiscal 2001 if results of operations for the Specialty Pharmaceu-
tical Services business were excluded and prior to any reduction in corporate and other administrative expenses.  
The Company is currently evaluating alternative realignment and consolidation initiatives in an effort to achieve 
cost savings and profitability following the sale of the Specialty Pharmaceutical Services business.  However, 
there can be no assurance that such cost savings and profitability will be achieved. 
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The Company intends to make investments and other expenditures to, among other things, upgrade its 
computer technology and system infrastructure and comply with regulatory changes in the industry.  These capi-
tal expenditures are not expected to exceed $10 million in fiscal 2002.  If cash flows from operations or avail-
ability under the existing or new credit facility fall below expectations, the Company may be forced to delay 
planned capital expenditures, reduce operating expenses, seek additional financing or consider alternatives de-
signed to enhance liquidity. 

Contractual Obligations and Commercial Commitments

At December 30, 2001, the Company had no long-term debt and no significant capital lease obligations.
Future minimum rental commitments, net of sublease rentals, for all non-cancelable operating leases having an 
initial or remaining term in excess of one year at December 30, 2001, segregated by year, are $21.8 million in 
fiscal 2002, $16.7 million in fiscal 2003, $12.4 million in fiscal 2004, $7.3 million in fiscal 2005, $2.4 million in 
fiscal 2006 and $0.3 million thereafter. 

The Company had total letters of credit of approximately $25.7 million outstanding under its credit fa-
cility at December 30, 2001.  The letters of credit, which expire one year from date of issuance, are issued to 
guarantee payments under the Company�s workers compensation program and for certain other commitments.  
In March 2002, approximately $24.3 million of the outstanding letters of credit expired and were renewed for an 
additional one year term. 

The Company has no other off-balance sheet arrangements and has not entered into any transactions 
involving unconsolidated, limited purpose entities or commodity contracts. 

Litigation and Government Investigations

The Company is a party to certain legal actions and government investigations.  See Item 3. Legal Pro-
ceedings and Note 9 to the Company�s Consolidated Financial Statements. 

Impact of Recent Accounting Pronouncements

Goodwill and Other Intangible Assets 

In June 2001, the Financial Accounting Standards Board (�FASB�) issued Statement of Financial Ac-
counting Standards No. 142, Goodwill and Other Intangible Assets (�SFAS 142�).  Under the new rules, good-
will and intangible assets deemed to have indefinite lives will no longer be amortized but will be subject to an-
nual impairment tests in accordance with SFAS 142.  Other intangible assets will continue to be amortized over 
their estimated useful lives.  At December 30, 2001, the Company had net intangible assets, principally good-
will, of $220.5 million, of which approximately $217.3 million related to the Home Health Services business. 

The Company will apply the new rules on accounting for goodwill and other intangible assets begin-
ning in fiscal year 2002.  Management does not expect that the new criteria for recording intangible assets sepa-
rate from goodwill will require the Company to reclassify any of its intangible assets.  The Company expects 
that in fiscal 2002 it will no longer record approximately $10 million of amortization relating to existing good-
will.

The Company will also perform required impairment tests of goodwill and indefinite lived intangible 
assets as of the beginning of fiscal year 2002.  The Company believes that adoption of the SFAS 142 will result 
in a writedown for goodwill impairment which could have a material impact on the net income and financial 
position of the Company�s Home Health Services business in the period in which the new accounting principle 
is adopted; however, implementation of the new SFAS 142 is not expected to have any impact on cash flow 
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from operations.  Due to the assumptions and variables involved in determining value of the Company�s stock 
associated with the Home Health Services business, the Company has not yet determined the amount of the 
goodwill writedown. 

Accounting for Impairment and Disposal of Long-Lived Assets 

In August 2001, the FASB issued Statement of Financial Accounting Standards No. 144 �Accounting 
for Impairment or Disposal of Long-Lived Assets� (�SFAS 144�), which supersedes Statement of Financial Ac-
counting Standards No. 121 �Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets 
to be Disposed of� (�SFAS 121�).  SFAS 144 further refines SFAS 121�s requirement that companies recognize 
an impairment loss if the carrying amount of a long-lived asset is not recoverable based on its undiscounted fu-
ture cash flows and measure an impairment loss as the difference between the carrying amount and fair value of 
the asset.  In addition, SFAS 144 provides guidance on accounting and disclosure issues surrounding long-lived 
assets to be disposed of by a sale.  SFAS 144 also extends the presentation of discontinued operations to include 
more disposal transactions.  SFAS 144 is effective for fiscal years beginning after December 15, 2001 (fiscal 
2002 for the Company).  Management believes that the adoption of SFAS 144 will not have a material effect on 
the Company�s consolidated results of operations or financial position. 

Impact of Inflation

The Company does not believe that inflation has had a material impact on its results of operations dur-
ing the past three fiscal years. 

Critical Accounting Policies

The preparation of financial statements in conformity with accounting principles generally accepted in 
the United States of America requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses during the reporting period.  Actual results could 
differ from those estimates.  The most significant estimates of the Company relate to revenue recognition, the 
collectibility of accounts receivable, the cost of claims incurred but not reported, obligations under workers 
compensation and professional liability insurance programs and Medicare settlement and investigation issues. 

A description of the accounting policies and a discussion of the significant estimates and judgments as-
sociated with such policies are described below. 

Revenue Recognition 

Under fee-for-service agreements with patients and commercial and certain government payors, net 
revenues are recorded based on net realizable amounts to be received in the period in which the services and 
products are provided or delivered.  Under full risk capitated arrangements with managed care customers, net 
revenues are recognized based on a predetermined monthly contractual rate for each member of the managed 
care plan regardless of the services provided.  Under the Prospective Payment System for Medicare reimburse-
ment, net revenues are recorded based on a reimbursement rate which varies based on the severity of the pa-
tient�s condition, service needs and certain other factors; revenue is recognized ratably over the estimated period 
in which services are provided and revenue is subject to adjustment if there are significant changes in the pa-
tient�s condition during the treatment period or if the patient is discharged but readmitted to another agency 
within the same sixty day episodic period. 

Revenue adjustments result from differences between estimated and actual reimbursement amounts, an 
inability to obtain appropriate billing documentation or authorizations acceptable to the payer and other reasons 
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unrelated to credit risk.  Revenue adjustments are deducted from gross accounts receivable.  These revenue ad-
justments, particularly in the Specialty Pharmaceutical Services business, are based on significant assumptions 
and judgments which are determined by Company management based on historical trends. 

The process for recognizing revenue under capitated contracts and the majority of fee-for-service ar-
rangements is generally straight-forward.  The process for estimating revenue to be recognized under the Medi-
care program is based on certain assumptions and judgments, including the average length of time of each treat-
ment as compared to a standard sixty day episode, the appropriateness of the clinical assessment of each patient 
at the time of certification and the level of adjustments to the fixed reimbursement rate relating to patients who 
receive a limited number of visits, have significant changes in condition or are subject to certain other factors 
during the episode. 

Collectibility of Accounts Receivable 

The process for estimating the ultimate collection of receivables, particularly with respect to fee-for-
service arrangements, involves significant assumptions and judgments.  In this regard, the Company has imple-
mented a standardized approach to estimate and review the collectibility of its receivables based on accounts 
receivable aging trends.  Historical collection and payor reimbursement experience is an integral part of the es-
timation process related to determining the allowance for doubtful accounts.  In addition, the Company assesses 
the current state of its billing functions in order to identify any known collection or reimbursement issues to de-
termine the impact, if any, on its reserve estimates, which involve judgment.  The Company believes that the 
collectibility of its receivables is directly linked to the quality of its billing processes, most notably those related 
to obtaining the correct information to bill effectively for the services that are provided.  Revisions in reserve 
estimates are recorded as an adjustment to the provision for doubtful accounts which is reflected in selling, gen-
eral and administrative expenses.  The Company believes that its collection and reserve processes, along with 
the monitoring of its billing processes, help to reduce the risk associated with material revisions to reserve esti-
mates resulting from adverse changes in collection and reimbursement experience and billing functions. 

Cost of Claims Incurred But Not Reported 

Under full risk capitated arrangements with managed care customers, the Company estimates the cost 
of claims incurred but not reported based on applying actuarial assumptions, historical patterns of utilization to 
authorized levels of service, current enrollment statistics and other information.  In addition, under fee-for-
service arrangements with certain managed care customers, the Company also estimates the cost of claims in-
curred but not reported and the estimated revenue relating thereto in situations in which the Company is respon-
sible for care management and patient services are performed by a non-affiliated provider. 

The estimate of cost of claims incurred but not reported involves significant assumptions and judg-
ments which relate to and may vary depending on the services authorized at each of our care management cen-
ters, historical patterns of service utilization and payment trends.  These assumptions and judgments are evalu-
ated on a quarterly basis and changes in estimated liabilities for costs incurred but not reported are determined 
based on such evaluation. 

Obligations Under Workers Compensation and Professional Liability Insurance Programs 

The Company may be subject to workers compensation claims and lawsuits alleging negligence or 
other similar legal claims.  The Company maintains various insurance programs to cover this risk but is substan-
tially self-insured for most of these claims.  The Company recognizes its obligations associated with these pro-
grams in the period the claim is incurred.  The cost of both reported claims and claims incurred but not reported, 
up to specified deductible limits, are estimated based on historical data, industry statistics, current enrollment 
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statistics and other information.  Such estimates and the resulting reserves are reviewed and updated periodi-
cally, and any adjustments resulting there from are reflected in earnings currently. 

The Company maintains insurance coverage which caps its exposure on individual claims.  The Com-
pany is responsible for the cost of individual workers compensation claims up to $500,000 per incident and in-
dividual professional liability claims up to $500,000 per incident through March 15, 2002 and $1,000,000 per 
incident thereafter.  The Company also maintains excess liability coverage relating to professional liability and 
casualty claims which provides insurance coverage for individual claims of up to $25,000,000 in excess of the 
deductible amount.  The Company believes that present insurance coverage and reserves are sufficient to cover 
currently estimated exposures but there can be no assurance that the Company will not incur liabilities in excess 
of recorded reserves. 

Settlement Issues and Government Investigations 

Prior to October 1, 2000 reimbursement of Medicare home care nursing services was based on reason-
able, allowable costs incurred in providing services to eligible beneficiaries subject to both per visit and per 
beneficiary limits in accordance with the Interim Payment System established through Balanced Budget Act of 
1997.  These costs are reported in annual cost reports, which are filed with the Center for Medicare and Medi-
caid Services (CMS), are subject to audit by the fiscal intermediary engaged by CMS.  The fiscal intermediary 
has not completed its audit of the fiscal 2000 cost reports and the review of cost limits relating to certain of the 
Company�s Medicare providers.  Although management believes that established reserves are sufficient, it is 
possible that adjustments resulting from such audit by the fiscal intermediary could result in adjustments to the 
consolidated financial statements that exceed established reserves. 

The Company has filed appeals with the Provider Reimbursement Review Board for the years 1997, 
1998 and 1999 concerning audit adjustments made by its Medicare fiscal intermediary.  These audit adjustments 
relate to the methodology used by the Company in allocating a portion of its residual overhead cost on the Medi-
care cost reports.  The Company believes its methodology used to allocate such overhead cost was accurate and 
consistent with past practice accepted by the fiscal intermediary; however, the Company has recorded the impact 
of the audit adjustments in its consolidated financial statements and has not recorded any anticipated recovery 
from the appeals.  The Company is unable to predict the outcome of these appeals. 

In addition, as discussed in Note 9 to the Consolidated Financial Statements, the Company is subject to 
a government investigation and has provided the Office of Inspector General and other government agencies 
with requested documents and has cooperated fully with the investigation.  At this time, the Company is unable 
to assess the probable outcome or potential liability, if any, arising from this investigation; however, an unfavor-
able resolution of this matter could have a negative impact on the Company�s results of operations and cash 
flows in the period in which the investigation is concluded. 

Forward Looking Information

Certain of the matters discussed in this Annual Report on Form 10-K should be considered �forward-
looking statements� within the meaning of Section 27A of the Securities Act of 1933 and are subject to various 
risk factors and uncertainties. 

Item 7A.  Quantitative and Qualitative Disclosures About Market Risk. 

The Company�s exposure to the market risk for changes in the interest rates related to the fair value of 
its fixed rate Quantum debentures until their repayment in October 2000.  Generally, the fair market value of 
fixed rate debt will increase as interest rates fall and decrease as interest rates rise.  The Company had no interest 
rate exposure on fixed rate debt at December 30, 2001. 



 -29- 

Item 8.  Financial Statements and Supplementary Data. 

The following financial statements and financial schedule of the Company are included in this report: 

Page(s) in this 
Report 

Report of Independent Accountants........................................................................... F-2 

Consolidated Balance Sheets as of December 30, 2001 and Decem-
ber 31, 2000 ........................................................................................................ F-3

Consolidated Statements of Operations for the three years ended 
December 30, 2001............................................................................................. F-4

Consolidated Statements of Changes in Shareholders� Equity for the 
three years ended December 30, 2001 ................................................................ F-5

Consolidated Statements of Cash Flows for the three years ended 
December 30, 2001............................................................................................. F-6

Notes to Consolidated Financial Statements.............................................................. F-7 

Schedule II - Valuation and Qualifying Accounts for the three years 
ended December 30, 2001 .................................................................................. F-32

Item 9.  Changes in and Disagreements with Accountants on Accounting and Financial Disclosure. 

There have been no such changes or disagreements. 

PART III 

Item 10.  Directors and Executive Officers of the Registrant. 

The following information, as reported to the Company, is shown below for each director: name, age 
and principal occupation; period during which he or she has served as a director; position, if any, with the Com-
pany; certain business experience; other directorships held; and the committees of the Board of Directors on 
which the director serves. 
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Class I - Directors with Terms Expiring in 2004 

Victor F. Ganzi ......................................  Mr. Ganzi has served as a director of the Company and Chairman 
of the Audit Committee of the Board since November 1999.  He 
served as a director of Olsten Corporation from 1998 until March 
2000.  He has been executive vice president of The Hearst Corpo-
ration, a diversified communications company with interests in 
magazine, newspaper and business publishing and television and 
radio stations, since March 1997, and its chief operating officer 
since March 1998.  From 1992 to 1997, at various times, Mr. Ganzi 
served as Hearst�s senior vice president, chief financial officer, and 
chief legal officer.  From March 1995 until October 1999 he was 
group head of Hearst�s Books/Business Publishing Group.  He is a 
director of Hearst-Argyle Television, Inc.  Mr. Ganzi is 55 years 
old. 

Josh S. Weston.......................................  Mr. Weston has served as a director of the Company and Chairman 
of the Human Resources and Compensation Committee of the 
Board since November 1999.  He served as a director of Olsten 
Corporation from 1995 until March 2000.  Since May 1998, he has 
been honorary chairman of Automatic Data Processing, Inc., a pro-
vider of computerized transaction processing, data communication 
and information services.  He was chairman of Automatic Data 
Processing, Inc. from 1982 to April 1998 and was chief executive 
officer of Automatic Data Processing, Inc. from 1982 to August 
1996.  He is a director of Aegis Communications, Inc., Automatic 
Data Processing, Inc., Exult Inc., J. Crew Inc. and Russ Berrie 
Corp. and a trustee of Atlantic Health Systems, Inc.  Mr. Weston is 
73 years old. 

Gail Wilensky ........................................  Dr. Wilensky has served as a director of the Company and a mem-
ber of the Audit Committee of the Board since March 2000.  She is 
currently the John M. Olin Senior Fellow at Project HOPE, an in-
ternational health foundation, and Co-Chair of the President�s Task 
Force To Improve Healthcare Delivery For Our Nation�s Veterans.  
From 1997 - 2001, she chaired the Medicare Payment Advisory 
Commission.  She served as deputy assistant to President George 
H. Bush for policy development from March 1992 to January 1993 
and as administrator of the Health Care Financing Administration 
from January 1990 to March 1992.  She is an elected member of 
the Institute of Medicine and serves as a trustee of the Combined 
Benefits Fund of the United Mineworkers of America and the Re-
search Triangle Institute.  She is an advisor to the Robert Wood 
Johnson Foundation and The Commonwealth Fund.  She is a direc-
tor of Advanced Tissue Sciences, ManorCare, Quest Diagnostics, 
Syncor International and United HealthCare.  Dr. Wilensky is 58 
years old. 

Class II - Directors with Terms Expiring in 2002 

Edward A. Blechschmidt .......................  Mr. Blechschmidt has served as president, chief executive officer 
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and chairman of the board of directors of the Company since No-
vember 1999.  He served as the chief executive officer and a direc-
tor of Olsten Corporation from February 1999 until March 2000.  
He was also the president of Olsten Corporation from October 1998 
until March 2000 and served as the chief operating officer of Ols-
ten Corporation from October 1998 to February 1999.  From Au-
gust 1996 to October 1998 he was president and chief executive 
officer of Siemens Nixdorf Americas, an information technology 
company.  From January 1996 to July 1996 he was senior vice 
president and chief financial officer of Unisys Corporation, a pro-
vider of information technology and consulting services.  Mr. 
Blechschmidt is 49 years old. 

Steven E. Grabowski..............................  Mr. Grabowski has served as a director of the Company since No-
vember 1999.  He is currently a Vice President in the Private Client 
Group of UBS Paine Webber, a member of the New York Stock 
Exchange, where he has worked since 1991.  He is the brother-in-
law of Mr. Stuart Olsten, a director of the Company.  Mr. 
Grabowski is 47 years old. 

Raymond S. Troubh ...............................  Mr. Troubh has served as a director of the Company and a member 
of the Human Resources and Compensation Committee of the 
Board since November 1999 and as a member of the Audit Com-
mittee of the Board since May 2000.  He served as a director of 
Olsten Corporation from 1993 until March 2000.  He has been a 
financial consultant for more than five years.  He is a director of 
ARIAD Pharmaceuticals, Inc., Diamond Offshore Drilling Inc., 
Enron Corp., General American Investors Company, Health Net, 
Inc., Hercules Incorporated, Starwood Hotels and Resorts, Triarc 
Companies and WHX Corporation.  Mr. Troubh became a director 
of Enron Corp. in November 2001.  He is also a Trustee of Petrie 
Stores Liquidating Trust.  Mr. Troubh is 75 years old. 

Class III - Directors with Terms Expiring in 2003 

Stuart R. Levine .....................................  Mr. Levine has served as a director of the Company and a member 
of the Human Resources and Compensation Committee of the 
Board since November 1999.  He served as a director of Olsten 
Corporation from 1995 until March 2000.  Since June 1996 he has 
served as the chairman and chief executive officer of Stuart Levine 
and Associates LLC, an international consulting and training com-
pany.  From September 1992 to June 1996 he was chief executive 
officer of Dale Carnegie & Associates, Inc.  He is the author of the 
best seller, The Leader in You. Mr. Levine currently serves as a 
trustee of North Shore - LIJ Health System, and for 15 years, until 
1995, he served as a vice chairman of North Shore Hospital.  Mr. 
Levine is 54 years old. 

Stuart Olsten ..........................................  Mr. Olsten has served as a director of the Company since Novem-
ber 1999.  He served as a director of Olsten Corporation from 1986 
until March 2000.  From February 1999 until March 2000 he was 
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the chairman of the board of directors of Olsten Corporation.  He 
was vice chairman of Olsten Corporation from August 1994 to Feb-
ruary 1999 and was president of Olsten Corporation from April 
1990 to February 1999.  Since April 2001, he has been chairman of 
Olsten Venture Partners, which acquires and manages companies in 
the food service industry.  He is a director of Adecco SA.  He is the 
brother-in-law of Mr. Steven Grabowski, a director of the Com-
pany.  Mr. Olsten is 49 years old. 

For information about the Company�s executive officers, see Item 4(a) �Executive Officers of the Com-
pany� included in PART I hereof. 

Section 16(a) Beneficial Ownership Reporting Compliance 

Section 16(a) of the Securities Exchange Act of 1934, as amended, and the rules thereunder require the 
Company�s directors and officers and persons who beneficially own more than ten percent of its outstanding 
Common Stock to file with the Securities and Exchange Commission initial reports of ownership and reports of 
changes in ownership of common stock and other equity securities of the Company and to furnish the Company 
with copies of all Section 16(a) forms they file. To the Company�s knowledge, based solely on review of copies 
of reports furnished to the Company and upon representations made, the Company believes that during the fiscal 
year ended December 30, 2001, all persons subject to the Section 16(a) filing requirements filed the required 
reports on a timely basis, except that Steven E. Grabowski, a director of the Company, filed two late reports, one 
in December 2001 covering a transaction in September 2001 and the other in January 2002 covering a transac-
tion in August 2001. 

Item 11.  Executive Compensation. 

The Company began operating as an independent publicly traded company following its Split-Off from 
Olsten on March 15, 2000.  The information shown below reflects the annual and long-term compensation, from 
all sources, of the chief executive officer of the Company and the other four most highly compensated executive 
officers of the Company at December 30, 2001 (the �Named Officers�) for services rendered in all capacities to 
the Company and its subsidiaries during fiscal 2001 and 2000. 
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Summary Compensation Table 

  Long Term 
Compensation 

 Annual Compensation Awards 

Name and Principal Position Year (1) Salary($) Bonus ($) 

Other Annual 
Compensation 

($) (2) 

Securities
Underlying
Options(#) 

All Other 
Compensation 

($) (3) 

Edward A. Blechschmidt ..................  2001  $ 600,000  $ 700,000  $ 7,707 60,000  $ 906,445 
President,  Chief Executive Offi-
cer  and Chairman of the Board (4) 

2000 458,654 650,000 7,777 90,000 3,758,078 

John J. Collura ..................................  2001 340,000 200,000 6,015 40,000 70,531 
Executive Vice President Chief 
Financial Officer and Treasurer 

2000 330,791 140,000 4,693 65,000 86,447 

Robert J. Nixon................................. 2001 380,000 165,000 4,115 40,000 37,679 
Executive Vice President 2000 379,038 150,000 2,973 65,000 30,469 

Ronald A. Malone.............................  2001 375,000 180,000 3,099 40,000 38,551 
Executive Vice President (5) 2000 284,519 200,000 3,162 65,000 26,919 

E. Rodney Hornbake......................... 2001 275,000 60,000 1,433 15,000 11,472 
Senior Vice President and Chief 
Medical Officer 

2000 273,791 65,000 1,461 20,000 14,155 

(1)  Gentiva was not a reporting company prior to March 15, 2000. 

(2)  Gross-up of taxable portion of fringe benefit. 

(3)  Represents profit sharing and matching contributions by Gentiva for the Named Officers pursuant to Gentiva�s Non-
qualified Retirement and Savings Plan for fiscal 2001 and for the period March 15, 2000 through December 31, 2000.  
In addition, for fiscal 2000 for Messrs. Collura and Nixon includes matching contributions made to Olsten Corpora-
tion�s Nonqualified Retirement and Savings Plan in the amounts of $5,241 and $4,565, respectively, for the period 
January 3, 2000 through March 14, 2000.  For fiscal 2001, also includes for Mr. Blechschmidt a one-time payment of 
$815,253 for excise taxes imposed by reason of the receipt of amounts payable under his separation, consulting and 
non-competition agreement with Olsten and its parent company, Adecco SA, and $3,939 of above-market interest 
earned on deferred compensation and for Mr. Collura payment by Gentiva of $34,891 for relocation expenses.  For fis-
cal 2000, also includes for Mr. Blechschmidt a one-time payment of $3,700,000 from Gentiva�s now terminated Sup-
plemental Executive Retirement Plan and $625 of above-market interest earned on deferred compensation and for Mr. 
Collura payment by Gentiva of $58,140 for relocation expenses. 

(4) For fiscal 2000, Mr. Blechschmidt salary shown is for the period March 15, 2000 through December 31, 2000.  In 
addition, for the period January 3, 2000 through March 14, 2000, (i) Mr. Blechschmidt was paid $236,538 in salary 
and for unused vacation by Olsten Corporation for services performed by Mr. Blechschmidt for Olsten Corporation 
and its subsidiaries, including the Company, and (ii) $7,096 in matching contributions were made to Olsten Corpora-
tion�s Nonqualified Retirement and Savings Plan for Mr. Blechschmidt.  Other payments to Mr. Blechschmidt made 
by Olsten Corporation and Adecco SA in connection with the Split-Off are not reflected in the Summary Compensa-
tion Table. 

(5) For fiscal 2000, Mr. Malone�s salary shown is for the period March 15, 2000 through December 31, 2000. 
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Stock Options 

Stock Option Grants in Last Fiscal Year 

 Individual Grants 
 Number of 

Securities
Underlying

Options  

Percent of 
Total

Options 
Granted to  Exercise

 Potential Realizable 
Value at Assumed 

Annual Rates of Stock 
Appreciation for 

 Granted Employees in Price Expiration Option Term (1) 
 (#)(2) Fiscal Year ($Sh) Date 5% ($) 10% ($) 

Edward A. Blechschmidt ..................  60,000 6.5% $13.1875 1/2/11  $ 497,616  $ 1,261,014 
John J. Collura ..................................  40,000 4.3 13.1875 1/2/11 331,744 840,676 
Robert J. Nixon.................................  40,000 4.3 13.1875 1/2/11 331,744 840,676 
Ronald A. Malone.............................  40,000 4.3 13.1875 1/2/11 331,744 840,676 
E. Rodney Hornbake ........................  15,000 1.6 13.1875 1/2/11 124,404 315,254 

(1) The dollar amounts under the indicated columns are the result of calculation at the 5% and 10% rates set forth by the 
Securities and Exchange Commission and are not intended to forecast possible future appreciation of Gentiva�s stock 
price.

(2) The options were granted at an exercise price equal to the fair market value of Gentiva�s Common Stock on the date of 
the grant.  The options have a ten-year term and become exercisable over a three-year period in increments of 33-1/3% 
per year beginning with the first anniversary of the date of the grant.  The vesting of all outstanding options of the 
Company will accelerate upon the closing of the sale of the Company�s specialty pharmaceutical services business. 

Aggregated Option Exercises in Last Fiscal Year and Fiscal 
Year-End Option Values 

Shares
Acquired on Value

Number of Securities 
Underlying Unexercised 

Options at Fiscal Year End (#) 

Value of Unexercised 
In-the-Money Options 
at Fiscal Year End ($) 

 Exercise (#) Realized ($) Exercisable Unexercisable Exercisable Unexercisable

Edward A. Blechschmidt ..................  417,609 $7,258,988 339,464 120,000  $6,293,544  $ 1,505,625 
John J. Collura ..................................  115,148 1,964,707 0 83,332 0 1,057,999 
Robert J. Nixon.................................  231,016 3,369,169 36,816 83,332 462,148 1,057,999 
Ronald A. Malone.............................  17,598 276,947 4,070 83,332 65,629 1,057,999 
E. Rodney Hornbake ........................  6,668 80,891 0 28,332 0 349,249 

Employment Agreement, Change in Control Agreements and Severance Agreements 

On March 14, 2000, the Company entered into an employment agreement with Mr. Blechschmidt, its 
president, chief executive officer and chairman of the board of directors.  The agreement became effective on 
March 15, 2000 and will be in effect for a period of three years from such date.  During the term of the agree-
ment, Mr. Blechschmidt will receive (i) a base salary of $600,000 per year and (ii) an annual bonus, based on 
the achievement of target levels of performance, with target bonus equal to 80 percent of his base salary and the 
maximum bonus equal to 120 percent of his salary.  However, Mr. Blechschmidt�s bonus could not be less than 
50 percent of his base salary for 2000.  Mr. Blechschmidt will also receive customary benefits, perquisites and 
reimbursement for expenses. 

The agreement provides that Mr. Blechschmidt�s employment will terminate upon death or disability, 
termination of his employment for cause, termination of his employment without cause or termination by Mr. 
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Blechschmidt of his employment for good reason.  In the event his employment is terminated as a result of his 
death or disability, he or his estate will be entitled to receive his earned salary, vested benefits and accelerated 
vesting of his accrued pension benefits.  He will not be entitled to severance benefits.  In the event the agreement 
is terminated for cause by the Company he will be entitled to receive earned salary and vested benefits and will 
not be entitled to severance benefits.  In the event the agreement is terminated for good reason by Mr. 
Blechschmidt or without cause by the Company he will be entitled to earned salary, vested benefits, severance 
benefits and accelerated vesting of his accrued pension benefits and continued medical benefits for up to two 
years.  Severance benefits are deemed equal to two times Mr. Blechschmidt�s base salary, so long as Mr. 
Blechschmidt does not receive any amounts under his change in control agreement described below. 

The employment agreement also restricts Mr. Blechschmidt�s ability to engage in any of the Com-
pany�s business lines in the United States and Canada for the term of the agreement and during the nine months 
after termination of his employment, other than termination without cause and termination for good reason.  It 
also contains confidentiality provisions and provisions for non-solicitation of the Company�s employees. 

Mr. Blechschmidt has also entered into a change in control agreement with the Company, similar to the 
terms described below. 

The following Named Officers of the Company are parties to change in control agreements in connec-
tion with their employment with the Company: Edward A. Blechschmidt, John J. Collura, Ronald A. Malone 
and Robert J. Nixon.  These agreements have a term of three years, commencing on March 15, 2000.  They gen-
erally provide benefits in the event (i) the employee�s employment is terminated by the Company and the termi-
nation is not for cause or is by the employee for good reason (as specified in the agreement) or (ii) the termina-
tion is within three years after a change in control of the Company.  In addition, these executive officers will 
receive the benefit of their agreements if they are terminated by the Company without cause up to a year before 
a change in control, if their termination arose in connection with the change in control. 

The benefits conferred under these agreements generally will include a cash payment equal to two 
times the employee�s base salary and target bonus; continued benefits for the two years following the termina-
tion or until such earlier date that the employee obtains comparable benefits from another employer; immediate 
vesting of any stock options held by the employee (those options would remain exercisable for one year follow-
ing the termination, but not beyond the original full term); and full vesting of retirement and deferred compensa-
tion benefits.  Under certain circumstances the benefits could be reduced in order to avoid the incurrence of ex-
cise taxes by the employees. 

Under the agreements, a change in control is defined to include the following events: a person or group 
(with certain exceptions for the Olsten family) beneficially owns at least 25 percent or more of the voting stock; 
either the directors (and their approved successors) cease to constitute a majority of the board of directors or a 
majority of the persons nominated by the board of directors for election fails to be elected; a merger of the Com-
pany if the stockholders do not own a majority of the stock of the surviving company or if the members of the 
board of directors do not constitute a majority of the directors of the surviving company�s board; if the Company 
is liquidated; or if all or substantially all of the assets are sold. 

In addition, the change in control agreements provide that if an employee substantially prevails in a dis-
pute with the Company relating to his or her agreement, the Company will pay that employee�s attorney�s fees 
which result from the suit.  The employees who have these agreements are not required to seek other em-
ployment or otherwise mitigate any damages they are caused as a result of a change in control, but they are re-
quired to keep the Company�s confidential information private. 

Upon the closing of the sale of the Company�s specialty pharmaceutical services business or shortly 
thereafter, the following Named Officers will no longer be employed by the Company and their change in con-
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trol agreements will be triggered:  Edward A. Blechschmidt, John J. Collura, and Robert J. Nixon.  In addition, 
upon such closing or shortly thereafter, the following officers will no longer be employed by the Company and 
their change in control agreements will be triggered:  Richard C. Christmas, David C. Silver, and Patricia C. Ma.  
As a result of these change in control agreements, the Company will be required to pay an aggregate of ap-
proximately $6.2 million and provide such other benefits in accordance with the change in control agreements. 

The Named Officers (with the exception of Mr. Blechschmidt, who is party to an employment agree-
ment) are parties to severance agreements in connection with their employment with the Company.  These sev-
erance agreements generally provide that, in the event the officer is terminated other than for cause or has 
his/her base salary reduced in a situation that is not part of a general salary reduction, the officer has the right to 
receive payments for periods ranging from twelve to eighteen months in an amount based on that officer�s base 
salary at the time of termination.  Additionally, the severance agreements provide that the Company will provide 
these officers with health benefits based on their benefit levels at the time of termination for the same period or 
until they obtain similar health benefits elsewhere. 

Human Resources and Compensation Committee Report on Executive Compensation 

Compensation Philosophy 

The Company�s executive compensation philosophy is to align the interests of the Company�s share-
holders and its executive officers, while also promoting teamwork among those executives.  The Board of Direc-
tors and the Human Resources and Compensation Committee, which administers the Company�s executive com-
pensation programs have implemented this philosophy through a compensation program which combines three 
components:  base salary, bonuses and stock options. 

Base Salary 

The base salaries of executive officers are determined by several factors, including comparisons with 
industry levels.  In addition, salary determinations were made in conjunction with other compensation compo-
nents discussed herein, to focus attention on Company goals. 

Bonuses

The Human Resources and Compensation Committee�s policy is to provide a portion of officers� com-
pensation through performance-based and discretionary annual bonuses as incentives to achieve the Company�s 
financial and operational goals and increase shareholder value.  The Company�s bonus arrangements for its ex-
ecutive officers are intended to make a major portion of each executive officer�s compensation dependent on the 
Company�s overall performance.  Such bonuses are also intended to link executive compensation to shareholder 
value and to encourage the executives to act as a team.  Bonuses are also intended to recognize the executive�s 
individual contributions to the Company. 

Stock Options 

The Company�s 1999 Stock Incentive Plan is used as a means to attract, retain and motivate selected 
employees of the Company.  The 1999 Stock Incentive Plan provides for the grant to eligible employees of in-
centive stock options and non-qualified stock options. 
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Compensation of the Chief Executive Officer 

Mr. Blechschmidt�s base salary is set at $600,000 per annum under the terms of his employment 
agreement with the Company. 

In determining Mr. Blechschmidt�s bonus for fiscal year 2001, the Human Resources and Compensa-
tion Committee concluded that the Company had performed well under his leadership, either meeting or making 
significant progress with respect to its goals and objectives.  In recognition of strong individual and Company 
performance in fiscal year 2001 and consistent with its compensation philosophy, the Human Resources and 
Compensation Committee awarded Mr. Blechschmidt a bonus of $700,000. 

The Human Resources and Compensation Committee granted 60,000 stock options to 
Mr. Blechschmidt in fiscal year 2001 as long-term incentives, vesting over three years.  In determining the num-
ber of options granted, the Human Resources and Compensation Committee considered the value of long-term 
incentives provided by other comparable companies, as reported in surveys.  The Human Resources and Com-
pensation Committee also considered Mr. Blechschmidt�s total compensation, as well as his past and expected 
future contributions to the Company�s achievement of its long-term performance goals. 

Human Resources and Compensation Committee: 

Josh S. Weston, Chairman 
Stuart R. Levine 
Raymond S. Troubh 

Compensation of Directors 

Each non-employee member of the Board of Directors receives an annual retainer fee of $25,000, up to 
half of which may be paid in cash on a quarterly basis with the remainder paid in shares of the Company�s Com-
mon Stock.  Non-employee directors may also defer the portion of their annual retainer fee paid in shares into a 
share unit account.  In addition, any non-employee directors who serve as chairperson of a committee of the 
Board receive $2,000 annually for acting as chairperson.  Non-employee directors also receive $1,000 for each 
Board or committee meeting they attend ($500 if attendance is by telephone).  All directors, regardless of 
whether or not they are employees of the Company, receive reimbursement for out-of-pocket expenses incurred 
in connection with attending meetings of the Board of Directors.  After joining the Board, each non-employee 
director received stock options exercisable for up to 5,000 shares of the Company�s Common Stock, with any 
future grants to be determined by the Board of Directors. 
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Shareholder Return Performance Graph 

Set forth below is a line graph comparing the cumulative total return on the Company�s Common Stock 
against the cumulative total return of the Nasdaq Market Index and a peer issuer group selected by the Company 
(the �Peer Group Index�) for the period commencing on March 16, 2000 (when the Company�s Common Stock 
was first quoted on Nasdaq) and ending December 30, 2001. 

The Peer Group Index is comprised of the following publicly traded companies:  Accredo Health, In-
corporated; Apria Healthcare Group Inc.; Caremark RX, Inc.; Matria Healthcare, Inc.; and Option Care, Inc. 

The line graph assumes that $100 was invested on March 16, 2000 in each of the Company�s Common 
Stock, the Nasdaq Market index and the Peer Group Index and that all dividends (if any) were reinvested.  Me-
dia General Financial Services furnished the data for the graph. 
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Item 12.  Securities Ownership of Certain Beneficial Owners and Management. 

The following table sets forth, as of March 25, 2002, the amount of beneficial ownership of Gentiva�s 
common stock by the executive officers of Gentiva who are named in the Summary Compensation Table; each 
director of Gentiva; each beneficial owner of more than five percent of Gentiva�s common stock; and all execu-
tive officers and directors of Gentiva as a group.  For the purpose of the table, a person or group of persons is 
deemed to have �beneficial ownership� of any shares that such person or group has the right to acquire within 
60 days after such date through the exercise of options or exchange or conversion rights, but such shares are not 
deemed to be outstanding for the purpose of computing the percentage ownership of any other person 

 Amount of Shares 
of Common Stock and 
Nature of Beneficial 

Ownership(1) (2) 
(3)(4)

Percent of Class 
Owned (if more 

than 1%) 

Name of Beneficial Owner   

Edward A. Blechschmidt .........................................................  589,464 2.2% 
John J. Collura .........................................................................  66,703 � 
E. Rodney Hornbake................................................................  18,334 � 
Ronald A. Malone....................................................................  70,703 � 
Robert J. Nixon ........................................................................  109,947 � 
Victor F. Ganzi ........................................................................  45,257 � 
Steven E. Grabowski(5) ...........................................................  1,371,706 5.3% 
Stuart R. Levine .......................................................................  34,824 � 
Stuart Olsten(6)........................................................................  1,541,927 5.9% 
Raymond S. Troubh(7) ............................................................  136,021 � 
Josh S. Weston.........................................................................  7,800 � 
Gail Wilensky ..........................................................................  7,562 � 
Cheryl Olsten(8).......................................................................  1,371,706 5.3% 
Steinberg Priest Capital Management Company, Inc.(9).........  1,671,873 6.4% 

12 East 49th Street 
New York, NY 

All executive officers and directors as a group (18 persons) 3,481,184(10) 13.1% 
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(1) Unless otherwise indicated, the stockholders identified in this table have sole voting and investment 
power with respect to the shares beneficially owned by them. 

(2) Includes beneficial ownership of the following number of shares that may be acquired upon exercise of 
presently exercisable stock options under Gentiva�s stock option plans:  Mr. Blechschmidt � 389,464; 
Mr. Collura � 35,000; Dr. Hornbake � 11,666; Mr. Malone � 39,070; Mr. Nixon � 71,816; 
Mr. Ganzi � 5,000; Mr. Grabowski � 5,000; Mr. Levine � 5,000; Mr. Olsten � 5,000; 
Mr. Troubh � 5,000; Mr. Weston � 5,000; and Dr. Wilensky � 5,000. 

(3) Includes beneficial ownership of the following number of whole shares acquired and currently held 
under Gentiva�s Employee Stock Purchase Plan:  Mr. Collura � 341; Mr. Malone � 3,212; and 
Mr. Nixon � 2,115. 

(4) Includes beneficial ownership of the following number of shares representing the equivalent of units 
deferred under Gentiva�s Stock & Deferred Compensation Plan for Non-Employee Directors 
Mr. Ganzi � 5,124; Mr. Grabowski � 5,124; Mr. Olsten � 5,124; and Mr. Troubh � 5,124. 

(5) Mr. Grabowski�s holdings include 1,425 shares owned directly and 1,360,157 shares beneficially 
owned by his wife, Cheryl Olsten, as to which shares he disclaims beneficial ownership.  See footnote 
(8).

(6) Mr. Stuart Olsten�s holdings include 845,813 shares owned directly and 300 shares owned by his wife, 
as to which shares he disclaims beneficial ownership.  Mr. Olsten has shared voting and investment 
power as a trustee with respect to 630,709 shares owned by a trust for his and his sister�s benefit.  He 
has shared voting and investment power as a trustee with respect to 11,250 shares owned by a trust for 
the benefit of his son, 22,500 shares owned by two trusts for the benefit of his niece and nephew and 
20,901 shares owned by a trust for the benefit of his descendants, as to which shares he disclaims bene-
ficial ownership.  His holdings further include 330 shares held in a custodial account for his daughter, 
as to which shares he disclaims beneficial ownership. 

(7) Mr. Troubh�s holdings include 56,149 shares owned directly and 69,748 shares owned by a limited 
partnership. 

(8) Ms. Cheryl Olsten owns directly 674,797 shares and has shared voting and investment power as a trus-
tee with respect to 630,709 shares owned by a trust for her and her brother�s benefit.  Ms. Olsten has 
shared voting and investment power as a trustee with respect to 22,500 shares owned by two trusts for 
the benefit of her two children, 11,250 shares held by a trust for the benefit of her nephew and 20,901 
shares owned by a trust for the benefit of her descendants, as to which shares she disclaims beneficial 
ownership.  Ms. Olsten�s holdings also include 11,549 shares beneficially owned by her husband, 
Mr. Grabowski, as to which shares she disclaims beneficial ownership. 

(9) Based on a Schedule 13G (Amendment No. 1) dated January 28, 2002 and filed with the Securities and 
Exchange Commission, Steinberg Priest Capital Management Company, Inc. held sole voting power as 
to 780,423 of such shares and sole dispositive power as to 1,671,873 of such shares. 

(10) Includes 2,775,487 shares owned by executive officers and directors, 685,201 shares that may be ac-
quired upon exercise of presently exercisable stock options and 20,496 shares representing shares de-
ferred as share units. 
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Item 13.  Certain Relationships and Related Transactions. 

Gentiva Obligated Mandatorily Redeemable Preferred Securities of a Subsidiary Trust. 

On March 15, 2000 certain of the Company�s directors and officers, members of the Olsten family and 
some other investors, purchased approximately $20 million of 10% convertible trust preferred securities issued 
by a trust (�Trust�), of which the Company owned all the common equity.  The investments were in the follow-
ing aggregate amounts:  Miriam Olsten, $7.35 million; Mr. Blechschmidt, $1.25 million; Stuart Olsten and 
Cheryl Olsten, $1 million each; Mr. Troubh $650,000; Messrs. Ganzi and Weston, $600,000 each; Mr. Levine 
$250,000; Messrs. Malone and Nixon, $100,000 each; Mr. Collura and Dr. Hornbake, $50,000 each; Messrs. 
Christmas, Perry and Silver and Ms. Ma, $25,000 each; other current and former personnel, an aggregate of 
$350,000; and other investors, an aggregate of $6.55 million.  The convertible trust preferred securities were 
offered in a private placement exempt from the registration requirements of the Securities Act of 1933.  The 
convertible trust preferred securities were convertible into the Company�s common stock at a conversion price 
of $9.319219.  The Company made a $618,600 investment in the Trust to acquire its common securities.  The 
Company issued $20,618,600 of convertible subordinated debentures to the Trust on the same terms, including, 
but not limited to, maturity, interest, conversion and redemption price, as the 10% convertible trust preferred 
securities in exchange for $20,618,600.

In August 2001 the Company called for redemption all of its outstanding 10% convertible trust pre-
ferred securities at a redemption price of 108 percent of their original principal amount.  In accordance with the 
terms of the trust agreement and other related documents, holders were permitted to convert prior to the date 
called for redemption.  All of the convertible trust preferred securities were converted, and none were redeemed.  
Following conversion of the 10% convertible trust preferred securities held by them, the above-named individu-
als received whole shares of the Company�s common stock as follows:  Miriam Olsten, 788,692; Mr. 
Blechschmidt, 134,131; Stuart Olsten and Cheryl Olsten, 107,305 each; Mr. Troubh, 69,748; Messrs. Ganzi and 
Weston, 64,383 each; Mr. Levine, 26,826; Messrs. Malone and Nixon, 10,730; Mr. Collura and Dr. Hornbake, 
5,365 each; and Messrs. Christmas, Perry and Silver and Ms. Ma, 2,682 each. 

Incorrectly Identified Incentive Stock Options 

The exercise by Messrs. Blechschmidt, Collura and Nixon of stock options in 2001 which were incor-
rectly identified by the Company as incentive stock options (instead of as nonqualified stock options) resulted in 
an acceleration of income tax liability to such individuals and the acceleration of related income tax deductions 
by the Company.  The Company, after consultation with counsel, has agreed to reimburse such individuals, on 
an after tax basis, for certain costs attributable to the acceleration of their tax liabilities as follows:
Mr. Blechschmidt ($173,721), Mr. Collura ($11,355) and Mr. Nixon ($3,472).  The Company has also agreed to 
reimburse each of them for any penalties resulting from the failure to pay estimated taxes on a timely basis due 
to such acceleration. 
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PART IV 

Item 14.  Exhibits, Financial Statement Schedules, and Reports on Form 8-K. 

(a)(1) Financial Statements 

� Report of Independent Accountants 

� Consolidated Balance Sheets as of December 30, 2001 and December 31, 2000 

� Consolidated Statements of Operations for the three years ended December 30, 2001 

� Consolidated Statements of Changes in Shareholders� Equity for the three years ended De-
cember 30, 2001 

� Consolidated Statements of Cash Flows for the three years ended December 30, 2001 

� Notes to Consolidated Financial Statements 

(a)(2) Financial Statement Schedules 

� Schedule II - Valuation and Qualifying Accounts for the three years ended December 30, 2001 

(a)(3) Exhibits 

Exhibit
Number Description

3.1 Restated Certificate of Incorporation of Company(1) 

3.2 Restated By-Laws of Company(1) 

4.1 Specimen of common stock(3) 

4.2 Form of Certificate of Designation of Series A Junior Participating Preferred Stock(1) 

4.3 Form of Certificate of Designation of Series A Cumulative Non-Voting Redeemable Preferred 
Stock(2) 

4.4 Trust Agreement among the Company, Wilmington Trust Company, the Administrative Trustees 
named therein and the holders from time to time of the convertible trust preferred securities dated 
March 9, 2000(4) 

4.5 Indenture between the Company and Wilmington Trust Company dated March 15, 2000(4) 

10.1 Separation Agreement dated August 17, 1999, among Olsten Corporation, Aaronco Corp. and 
Adecco SA(1)* 
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Exhibit
Number Description

10.2 Omnibus Amendment No. 1 dated October 7, 1999, by and among Olsten Corporation, Aaronco 
Corp., Adecco SA and Olsten Health Services Holding Corp.(1) 

10.3 Form of Rights Agreement dated March 2, 2000 between the Company and EquiServe Limited 
Partnership, as rights agent(1) 

10.4 Company�s Executive Officers Bonus Plan(1)* 

10.5 Company�s 1999 Stock Incentive Plan(4)* 

10.6 Company�s Stock & Deferred Compensation Plan for Non-Employee Directors (4)* 

10.7 Company�s Employee Stock Purchase Plan (1)* 

10.8 Omnibus Amendment No. 2 dated January 18, 2000, by and among Olsten Corporation, Adecco 
SA, Olsten Health Services Holding Corp., the Company and Staffing Acquisition Corporation (1) 

10.9 Loan and Security Agreement dated March 13, 2000 by and between Fleet Capital Corp., on behalf 
of the lenders named therein, the Company, Olsten Health Services Holding Corp. and the subsidi-
aries named therein(4) 

10.10 Form of Employment Agreement with Edward A. Blechschmidt (2)* 

10.11 Form of Change in Control Agreement with Executive Officers of Company(4) * 

10.12 Form of Change in Control Agreement with Edward A. Blechschmidt (4)* 

10.13 Form of Severance Agreement with Executive Officers of Company (2)* 

10.14 Amendment No. 1 dated June 30, 2000 to Trust Agreement among the Company, Wilmington 
Trust Company, the Administrative Trustees named therein and the holders from time to time of 
the convertible trust preferred securities (5) 

10.15 Amendment No. 1 dated June 30, 2000 to Indenture between the Company and Wilmington Trust 
Company (5) 

10.16 First Amendment and Consent Agreement dated September 15, 2000 to the Loan Agreement by 
and among the lending institutions named therein, Fleet Capital Corporation, the Company, Olsten 
Health Services Holding Corp. and the subsidiaries named therein(6) 

10.17 Purchase and Sale Agreement dated August 25, 2000 by and between the Company and InteliStaf 
Group, Inc. (formerly known as GS Acquisition Co.) (6) 

10.18 Second Amendment and Consent Agreement dated as of November 20, 2000 to the Loan Agree-
ment by and among the lending institutions named therein, Fleet Capital Corporation, the Com-
pany, Olsten Health Services Holding Corp. and the subsidiaries named therein (7) 
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Exhibit
Number Description

10.19 Third Amendment dated as of June 1, 2001 to the Loan Agreement by and among the lending in-
stitutions named therein, Fleet Capital Corporation, the Company, Olsten Health Services Holding 
Corp. and the subsidiaries named therein (8) 

10.20 Fourth Amendment and Consent Agreement dated as of August 22, 2001 to the Loan Agreement 
by and among the lending institutions named therein, Fleet Capital Corporation, the Company, 
Olsten Health Services Holding Corp. and the subsidiaries named therein (10) 

10.21 Asset Purchase Agreement, dated as of January 2, 2002, by and between Accredo Health Incorpo-
rated, the Company and the Sellers named therein (9) 

21. List of Subsidiaries of Company (10) 

23. Consent of PricewaterhouseCoopers LLP, independent accountants + 

_____________________
(1) Incorporated herein by reference to Amendment No. 2 to the Registration Statement on Form S-4, dated 

January 20, 2000 (File No. 333-88663). 

(2) Incorporated herein by reference to Amendment No. 3 to the Registration Statement on Form S-4, dated 
February 4, 2000 (File No. 333-88663). 

(3) Incorporated herein by reference to Amendment No. 4 to the Registration Statement on Form S-4, dated 
February 9, 2000 (File No. 333-88663). 

(4) Incorporated herein by reference to Form 10-K of Company for the fiscal year ended January 2, 2000. 

(5) Incorporated herein by reference to Form 10-Q of Company for quarterly period ended July 2, 2000. 

(6) Incorporated herein by reference to Form 10-Q of Company for quarterly period ended October 1, 2000. 

(7) Incorporated herein by reference to Form 10-K of Company for the fiscal year ended December 31, 2000. 

(8) Incorporated herein by reference to Form 10-Q of Company for quarterly period ended September 30, 
2001.

(9) Incorporated herein by reference to Registration Statement on Form S-4, dated February 8, 2002 (File No. 
333-82396), of Accredo Health, Incorporated. 

(10) Incorporated herein by reference to Form 10-K of Company for the fiscal year ended December 30, 2001. 

* Management contract or compensatory plan or arrangement 

+ Filed herewith 
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(b) Report on Form 8-K 

No reports on Form 8-K were filed during the last quarter of the period covered by this report. 

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the regis-
trant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

GENTIVA HEALTH SERVICES, INC. 

Date:  May 10, 2002 By: /s/ John J. Collura 
 John J. Collura 
 Executive Vice President, Chief Financial 
 Officer and Treasurer 
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GENTIVA HEALTH SERVICES, INC. AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 

(In thousands, except share amounts) 

 December 30, 2001 December 31, 2000 

ASSETS   
Current assets   

Cash and cash equivalents .....................................................  $ 71,999  $ 452 
Restricted cash ....................................................................... 35,164 � 
Receivables, less allowance for doubtful accounts 

of $88,155 and $105,962, respectively............................. 368,196 419,178
Inventories ............................................................................. 47,600 51,111 
Prepaid expenses and other current assets ............................. 47,396 50,333

Total current assets ......................................................... 570,355 521,074 
Fixed assets, net 30,449 36,961 
Intangibles, principally goodwill, net of accumulated 

amortization of $113,977 and $103,573, respectively...... 220,541 230,702
Other assets ............................................................................ 16,989 16,747

TOTAL ASSETS............................................................  $ 838,334  $ 805,484 

LIABILITIES AND SHAREHOLDERS� EQUITY   
Current liabilities   

Accounts payable...................................................................  $ 57,726  $ 74,083 
Accrued expenses .................................................................. 63,874 50,682 
Payroll and related taxes ........................................................ 16,094 17,305 
Insurance costs....................................................................... 31,460 30,320

Total current liabilities.................................................... 169,154 172,390 

Other liabilities.............................................................................. 47,473 46,945 
Gentiva-obligated mandatorily redeemable convertible 

securities of a subsidiary holding solely Gentiva 
debentures .............................................................................. � 20,000

Shareholders� equity   
Common stock, $.10 par value; authorized 100,000,000 

shares, issued and outstanding 25,638,794 and 
21,196,693 shares, respectively........................................ 2,564 2,120

Additional paid-in capital ...................................................... 722,725 689,163 
Accumulated deficit ............................................................... (103,582) (124,570) 
Accumulated other comprehensive loss................................. � (564)

Total shareholders� equity .............................................. 621,707 566,149

TOTAL LIABILITIES AND SHAREHOLDERS� 
EQUITY  $ 838,334  $ 805,484 

See notes to consolidated financial statements. 
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GENTIVA HEALTH SERVICES, INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF OPERATIONS 

(In thousands, except per share amounts) 

 For the Fiscal Years Ended 
 2001 2000 1999

Net revenues ..................................................................   $ 1,377,687  $ 1,506,644  $ 1,489,822 
Cost of services sold ......................................................  918,608 1,021,644 984,396

Gross profit .........................................................  459,079 485,000 505,426 
Selling, general and administrative expenses.................  (436,065) (615,198) (509,658) 
Gain on sale of businesses .............................................  � 36,682 � 
Interest expense, net.......................................................  (151) (9,878) (16,975)
Income (loss) before income taxes.................................  22,863 (103,394) (21,207) 
Income tax expense (benefit) .........................................  1,875 806 (6,121)

Net income (loss) ................................................   $ 20,988  $ (104,200)  $ (15,086) 
Net income (loss) per share    

Basic....................................................................  $  0.91 $  (5.05) $  (0.74) 
Diluted.................................................................  $  0.85 $  (5.05) $  (0.74) 

Average shares outstanding    
Basic....................................................................  23,186 20,637 20,345
Diluted.................................................................  25,869 20,637 20,345

See notes to consolidated financial statements. 
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GENTIVA HEALTH SERVICES, INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF 

CHANGES IN SHAREHOLDERS� EQUITY 
FOR THE THREE YEARS ENDED DECEMBER 30, 2001 

(In thousands, except share amounts) 

Common Stock 
Additional 

Paid-in 

Retained
Earnings

(Accumulated) 

Accumulated 
Other

Comprehensive 
 Shares Amount Capital Deficit Loss Total

Balance at January 3, 1999........................................ $20,435,029 $2,035 $567,525  $ (5,284)  $ (2,417)  $ 561,859

Comprehensive income (loss):       
Net loss and cumulative 

translation adjustment ......................... � � �   (15,086)   45   (15,041) 
Net transactions with Olsten ............................ � � 158,473   �   �   158,473 

Balance at January 2, 2000........................................ 20,345,029 2,035 725,998   (20,370)   (2,372)   705,291 

Comprehensive income (loss):       
Net loss ...................................................... � � �   (104,200)   �   (104,200) 
Cumulative translation adjustment ............ � � �   �   (176)   (176) 
Reversal of cumulative translation 

adjustment related to Canadian 
operations sold during the year........... � � �   �   2,548   2,548 

Unrealized loss on investments ................. � � �   �   (564)   (564) 
Subtotal ...................................................... � � �   (104,200)   1,808   (102,392) 

Net transactions with Olsten ............................ � � (41,786)   �   �   (41,786) 

Issuance of stock upon exercise of stock 
options and under stock plans for 
employees and directors ............................ 851,664 85 4,951   �   �   5,036 

Balance at December 31, 2000 21,196,693 2,120 689,163   (124,570)   (564)   566,149 

Comprehensive income:       
Net income................................................. � � �   20,988   �   20,988 
Realized loss on investments..................... � � �   �   564   564 
Subtotal ...................................................... � � �   20,988   564   21,552 
Conversion of Gentiva-obligated man-

datorily redeemable convertible 
securities of a subsidiary holding 
solely Gentiva debentures................... 2,146,105 214 19,786   �   �   20,000 

Issuance of stock upon exercise of 
stock options and under stock 
plans for employees directors ............. 2,296,996 230 13,776   �   �   14,006 

Balance at December 30, 2001 $25,638,794 $2,564 $722,725  $ (103,582)  $ �  $ 621,707 

See notes to consolidated financial statements. 
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GENTIVA HEALTH SERVICES, INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(In thousands) 

 For the Fiscal Years Ended 
 2001 2000 1999

OPERATING ACTIVITIES:    
Net income (loss) ........................................................................ $20,988 $(104,200) $(15,086) 
Adjustments to reconcile net income (loss) to net cash pro-
vided by (used in) operating activities: 

Depreciation and amortization ............................................ 26,522 31,682 33,625 
Provision for doubtful accounts........................................... 35,221 144,883 38,687 
(Gain) loss  on sale of businesses and fixed assets .............. (255) (36,682) 1,909 
Deferred income taxes......................................................... � 774 13,047 

Changes in assets and liabilities, net of effects from 
acquisitions and dispositions: 
 Accounts receivable ...................................................... 15,761 (21,339) (161,829) 
 Inventories..................................................................... 3,511 42,107 (2,942) 
 Prepaid expenses and other current assets ..................... 2,937 (5,673) (18,219) 
 Current liabilities........................................................... (13,735) (63,243) (29,755) 
 Other, net....................................................................... 848 2,683 (902)

Net cash provided by (used in) operating activities............. 91,798 (9,008) (141,465)

INVESTING ACTIVITIES:    
Purchases of fixed assets, net ...................................................... (10,067) (8,549) (19,001) 
Proceeds from sale of businesses and fixed assets ...................... 475 67,734 � 
Deposits into restricted cash........................................................ (35,164) � � 

Acquisitions of businesses, net of cash acquired......................... � � (1,724)

Net cash (used in) provided by investing activities ............. (44,756) 59,185 (20,725)

FINANCING ACTIVITIES:    
Issuance of mandatorily redeemable and other securities ........... � 20,100 � 
Net transactions with Olsten........................................................ � 5,226 158,473 
(Decrease) increase in book overdrafts ....................................... (10,379) (2,285) 12,664 
Retirement of long-term debt ...................................................... � (78,087) (6,804) 
Debt issuance costs ..................................................................... � (2,657) � 
Advance from Medicare program ............................................... 20,878 � � 
Proceeds from issuance of common stock................................... 14,006 5,036 �

Net cash  provided by (used in)  financing activities........... 24,505 (52,667) 164,333

Net increase (decrease) in cash and cash equivalents.................. 71,547 (2,490) 2,143 
Cash and cash equivalents at beginning of year .......................... 452 2,942 799

Cash and cash equivalents at end of year ....................................  $ 71,999  $ 452  $ 2,942 

SUPPLEMENTAL CASH FLOW INFORMATION:    
Cash payments for interest ..........................................................  $ 2,046 $10,346  $ 3,975 

SUPPLEMENTAL SCHEDULE OF NONCASH 
INVESTING AND FINANCING ACTIVITIES: 
Conversion of convertible preferred trust securities to 
common stock .............................................................................  $ 20,000 � �

See notes to consolidated financial statements. 
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GENTIVA HEALTH SERVICES, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Note 1.  Background and Basis of Presentation 

Background

On March 15, 2000, Gentiva Health Services, Inc. and its Subsidiaries (the �Company�) were split-off 
(the �Split-off�) from Olsten Corporation (�Olsten�) through the issuance of all of the Company�s shares of 
common stock to Olsten�s shareholders and the Company became an independent, publicly-owned company.  
On such date, Olsten also merged its remaining staffing and information technology businesses with those of 
Adecco SA pursuant to a Merger Agreement (the �Merger�).  Prior to the Split-off, the Company operated Ols-
ten�s health services business as a wholly-owned subsidiary of Olsten. 

In connection with the Split-off and Merger, the Company entered into a $150 million credit facility as 
discussed in Note 6, issued mandatorily redeemable and other securities as discussed in Note 7, settled certain 
transactions with Olsten as discussed in Note 8, and agreed to assume certain obligations and commitments in-
cluding those described in Notes 8 and 10 and the shareholders of Olsten approved various stock plans for the 
Company as described in Note 11. 

Basis of Presentation 

The accompanying consolidated financial statements reflect the financial position, results of operations, 
changes in shareholders� equity and cash flows of the Company as if it were a separate entity for all periods pre-
sented.  The consolidated financial statements have been prepared using the historical basis of assets and liabili-
ties and historical results of operations related to the Company. 

The Company�s selling, general and administrative expenses included a management fee of approxi-
mately $1.0 million for fiscal 2000 and $5.0 million for fiscal 1999.  This fee represented an allocation of certain 
general corporate overhead expenses related to Olsten�s corporate headquarters.  Management believes the allo-
cations related to general corporate overhead expenses were reasonable; however, the costs charged to the Com-
pany were not necessarily indicative of the costs that would have been incurred if the Company had been a 
stand-alone entity during the period for which such expenses were allocated.  Subsequent to the Split-off, the 
Company began to perform these functions using its own resources or purchased services, and additionally, the 
Company has been responsible for the costs and expenses associated with the management of a public corpora-
tion. 

Net interest expense as presented in the consolidated statements of operations included net interest ex-
pense of approximately $3.0 million for fiscal 2000 and $13.0 million for fiscal 1999 relating to the intercom-
pany balances with Olsten.  Such intercompany balances have been reflected as a contribution to capital at Janu-
ary 2, 2000 and as of the Split-off date. 

Additionally, prior to the Split-off, income taxes were calculated on a separate company basis.  The 
Company�s financial results prior to the Split-off included the costs experienced by the Olsten benefit plans for 
employees for whom the Company assumed responsibility on the Split-off date.  As part of the Split-off and 
Merger, the Company, Olsten and Adecco SA entered into a Separation Agreement, Tax Sharing Agreement and 
an Employee Benefits Allocation Agreement, which address the allocation of assets and liabilities and govern 
future relationships between them. 

The Company�s Specialty Pharmaceutical Services business integrates the sale of related products and 
services.  It is not practicable to separate product sales from services.  As such, the net revenues and cost of ser-
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vices sold as presented include revenue and costs derived from both sales of products and related services that 
are generally integrated under contractual rates. 

Note 2.  Summary of Significant Accounting Policies 

Consolidation 

The consolidated financial statements include the accounts of the Company and its wholly-owned sub-
sidiaries.  All significant intercompany balances and transactions have been eliminated.  The Company�s fiscal 
year ends on the Sunday nearest to December 31st, which was December 30, 2001 for fiscal 2001, Decem-
ber 31, 2000 for fiscal 2000 and January 2, 2000 for fiscal 1999. 

Revenue Recognition 

Revenues and related costs, including labor, payroll taxes, fringe benefits, products and supplies and 
contractor costs are recognized in the period in which the services and products are provided or delivered.  
Revenues are recorded based on fee-for-service or capitated agreements with customers and third party payors, 
estimates of expected reimbursement under arrangements with Medicare and state reimbursed programs, and 
management fees generated from services provided to hospital-based home health agencies and are adjusted in 
future periods as final settlements are determined.  Net revenues from state reimbursed programs amounted to 21 
percent, 21 percent and 20 percent of total consolidated net revenues in fiscal 2001, 2000 and 1999, respec-
tively. 

Prior to October 1, 2000, reimbursement of Medicare home care nursing services was based on reason-
able, allowable costs incurred in providing services to eligible beneficiaries subject to both per visit and per 
beneficiary limits in accordance with the Interim Payment System (the �IPS�) established through the Balanced 
Budget Act of 1997.  These costs are reported in annual cost reports which are filed with the Center for Medi-
care and Medicaid Services (�CMS�) and are subject to audit.  Effective October 1, 2000, the IPS was replaced 
by a Prospective Payment System (�PPS�) for Medicare home care reimbursement.  Under PPS, the Company is 
eligible to receive a fixed reimbursement which covers a specified treatment period for each patient.  The reim-
bursement rate is established based on a clinical assessment of the severity of the patient�s condition, service 
needs and certain other factors.  The rate is subject to adjustment if there are significant changes in the patient�s 
condition during the specified treatment period.  Medicare billings under PPS are initially recognized as deferred 
revenue and are subsequently amortized into revenue over the patient�s treatment period.  Reimbursement rate 
adjustments are accrued on an estimated basis in the period related services are provided and are adjusted in 
future periods as final reimbursement rates are determined.  Net revenues attributable to the Medicare program 
as a percentage of total consolidated net revenues were 18 percent in fiscal 2001, 16 percent in fiscal 2000 and 
16 percent in fiscal 1999.  As of December 30, 2001, deferred revenue of approximately $5.2 million relating to 
the Medicare PPS program was included in accrued expenses. 

Under full risk capitated arrangements with managed care customers, the Company recognizes revenue 
based on a predetermined monthly contractual rate for each member of the managed care plan regardless of the 
services provided.  Capitation payments received in advance of the service period are recorded as deferred reve-
nue.  The Company assumes responsibility for all costs associated with services provided under these capitated 
arrangements and these costs are accrued in the period they are incurred.  The costs of claims incurred but not 
reported are based on applying actuarial assumptions, historical patterns of utilization to authorized levels of 
service, current enrollment statistics and other information.  Net revenues from capitated agreements with man-
aged care payors as a percentage of total consolidated net revenues were 8 percent, 7 percent and 6 percent in 
fiscal 2001, 2000 and 1999, respectively.  As of December 30, 2001, accrued expenses included estimated 
amounts payable to third party service providers under managed care contracts of approximately $20.2 million. 
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Revenues are recorded based on estimated net realizable amounts to be received from patients and 
commercial and certain government payors under fee-for-service arrangements for services rendered during the 
period. 

Revenue adjustments result from differences between estimated and actual reimbursement amounts, an 
inability to obtain appropriate billing documentation or authorizations acceptable to the payor and other reasons 
unrelated to credit risk.  Revenue adjustments are deducted directly from gross accounts receivable.  Manage-
ment prepares various analyses to evaluate its receivable valuation accounts including: accounts receivable aging 
trends, historical collection and write-off data and other statistical information by business line. 

One non-governmental customer accounted for approximately 19 percent, 15 percent and 11 percent of 
total consolidated net revenues in fiscal 2001, 2000 and 1999, respectively.  Revenues related to product sales, 
which are not integrated with services, represented less than 10% of the Company�s consolidated revenues. 

Accounts receivable included approximately $10 million as of December 30, 2001 and $21 million as 
of December 31, 2000 which relate to third party settlement and contractual accounts. 

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in 
the United States of America requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses during the reporting period.  Actual results could 
differ from those estimates.  The most significant estimates relate to revenue recognition, the collectibility of 
accounts receivable, the cost of claims incurred but not reported, obligations under workers compensation and 
professional liability insurance programs and Medicare settlement and investigation issues. 

Cash and Cash Equivalents and Restricted Cash 

Cash and cash equivalents and restricted cash deposited with banks and financial institutions include 
highly liquid investments with original maturities of three months or less. 

Restricted cash represents funds held in a segregated account as collateral for a supersedeas bond in the 
amount of $35.2 million which was posted to satisfy the judgment plus interest in the Fredrickson v. Olsten 
Health Services Corp. and Olsten Corporation case while the Company pursues its appeal of the judgment as 
further discussed in Note 9.  Interest on the funds accrue to the Company. 

Inventories 

Inventories consist primarily of biological and pharmaceutical products and supplies held for sale or 
distribution to patients through prescription.  The Company records inventories at the lower of cost or market.  
Cost represents the weighted average cost of purchased products and supplies. 

Fixed Assets 

Fixed assets, including costs of Company developed software, are stated at cost and depreciated over 
the estimated useful lives of the assets using the straight-line method.  Leasehold improvements are amortized 
over the shorter of the life of the lease or the life of the improvement. 
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Intangibles 

Intangibles, principally goodwill, associated with acquired businesses are being amortized on a straight-
line basis over periods ranging from 10 to 40 years.  Amortization expense recorded for fiscal 2001, 2000 and 
1999 was approximately $10.4 million, $11.2 million, and $11.0 million, respectively. 

Impairment of Long-Lived Assets 

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate 
that the carrying amount may not be recoverable.  If the sum of the undiscounted future cash flows is less than 
the carrying amount of the asset, a loss is recognized for the difference between the fair value (discounted future 
cash flows) and carrying value of the asset.  Impairment loss on assets to be sold, if any, is based on the esti-
mated proceeds to be received, less estimated costs to sell. 

Insurance Costs 

The Company is obligated for certain costs under various insurance programs, including employee 
health and welfare, workers compensation and professional liability.  The Company recognizes its obligations 
associated with these policies in the period the claim is incurred.  The costs of both reported claims and claims 
incurred but not reported, up to specified deductible limits, relating to these programs are estimated based on 
historical data, current enrollment statistics and other information.  Such estimates and the resulting reserves are 
reviewed and updated periodically, and any adjustments resulting therefrom are reflected in earnings currently. 

Foreign Currency Translation 

Prior to the sale of the Company�s Canadian operations in November 2000, financial statements de-
nominated in Canadian dollars were translated into U.S. dollars using the exchange rate at each balance sheet 
date for assets and liabilities and a weighted average exchange rate for each period for revenues, expenses, gains 
and losses and cash flows.  Translation adjustments were recorded within accumulated other comprehensive 
income/loss.  As a result of the sale of the Company�s Canadian operations, cumulative translation adjustments 
of approximately $2.5 million were reversed from accumulated other comprehensive loss and reflected as a 
component of gain on sale of businesses in the accompanying consolidated statement of operations.  Transaction 
gains and losses that arose from exchange rate fluctuations were not significant. 

Earnings Per Share 

Basic net income (loss) per share for each year presented has been computed by dividing net income 
(loss) by the weighted average number of shares outstanding for each respective year.  Diluted net income (loss) 
per share for each year presented has been computed using the weighted average number of common equivalent 
shares outstanding. 

During fiscal 2001, the weighted average numbers of shares outstanding were 23,186,000.  As dis-
cussed in Note 7, the 10 percent convertible preferred trust securities in the amount of $20.0 million were con-
verted into 2,146,105 shares of common stock and such shares were included in the weighted average number of 
shares outstanding from the date of conversion. 

Dilutive common equivalent shares in fiscal 2001 included (i) an incremental 1,454,000 shares that 
would have been issued if the 10 percent convertible preferred trust securities were converted at the beginning 
of the year and (ii) 1,229,000 shares that would be issued upon the assumed exercise of stock options under the 
treasury stock method. 
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During fiscal 2000, the basic and diluted weighted average numbers of shares outstanding were 
20,637,000.  The computation of diluted net loss per share for the fiscal 2000 period excluded the effect of 
shares issuable upon the conversion of the 4 3/4 percent convertible subordinated debentures, which matured 
and were retired in October 2000, and the 10 percent convertible preferred trust securities and the exercise of 
stock options since their inclusion would have an antidilutive effect on earnings. 

Basic and diluted net loss per share for fiscal 1999 have been computed based solely on the shares of 
the Company�s stock issued on the Split-off date. 

Income Taxes 

The Company has been included, where applicable, in the consolidated income tax returns of Olsten for 
periods up to the Split-off date.  The provisions for the income taxes in the consolidated statements of operations 
have been calculated on a separate company basis.  The Company provides for taxes based on current taxable 
income and the future tax consequences of temporary differences between the financial reporting and income tax 
carrying values of its assets and liabilities.  The Company files its own consolidated tax return for periods sub-
sequent to March 15, 2000. 

Fair Value of Financial Instruments 

The fair value of a financial instrument represents the amount at which the instrument could be ex-
changed in a current transaction between willing parties, other than in a forced sale or liquidation.  Significant 
differences can arise between the fair value and carrying amount of financial instruments that are recognized at 
historical amounts. 

The carrying amounts of the Company�s cash and cash equivalents and restricted cash accounts receiv-
able, accounts payable and accrued expenses approximate fair value because of their short maturity. 

Reclassification

Certain reclassifications have been made to the 2000 and 1999 consolidated financial statements to con-
form to current year presentation. 

Recent Accounting Pronouncements 

Goodwill and Other Intangible Assets 

In June 2001, the Financial Accounting Standards Board issued Statement of Financial Accounting 
Standards No. 142, Goodwill and Other Intangible Assets (�SFAS 142�).  Under the new rules, goodwill and 
intangible assets deemed to have indefinite lives will no longer be amortized but will be subject to annual im-
pairment tests in accordance with SFAS 142.  Other intangible assets will continue to be amortized over their 
estimated useful lives.  At December 30, 2001, the Company had net intangible assets, principally goodwill, of 
$220.5 million, of which approximately $217.3 million related to the Home Health Services business. 

The Company will apply the new rules on accounting for goodwill and other intangible assets begin-
ning in fiscal year 2002.  Management does not expect that the new criteria for recording intangible assets sepa-
rate from goodwill will require the Company to reclassify any of its intangible assets.  The Company expects 
that in fiscal 2002, it will no longer record approximately $10 million of amortization relating to its existing 
goodwill.

The Company will also perform required impairment tests of goodwill and indefinite lived intangible 
assets as of the beginning of fiscal year 2002.  The Company believes that adoption of SFAS 142 will result in a 
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writedown for goodwill impairment which will have a material impact on the net income and financial position 
of the Company�s Home Health Services business in the period in which the new accounting principle is 
adopted; however, implementation of the new SFAS 142 is not expected to have any impact on cash flows from 
operations.  Due to the assumptions and variables involved in determining value of the Company�s stock associ-
ated with the Home Health Services business, the Company has not yet determined the amount of the goodwill 
writedown. 

Accounting for Impairment and Disposal of Long-Lived Assets 

In August 2001, the FASB issued Statement of Financial Accounting Standards No. 144 �Accounting 
for Impairment or Disposal of Long-Lived Assets� (�SFAS 144�), which supersedes Statement of Financial Ac-
counting Standards No. 121 �Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets 
to be Disposed of� (�SFAS 121�).  SFAS 144 further refines SFAS 121�s requirement that companies recognize 
an impairment loss if the carrying amount of a long-lived asset is not recoverable based on its undiscounted fu-
ture cash flows and measure an impairment loss as the difference between the carrying amount and fair value of 
the asset.  In addition, SFAS 144 provides guidance on accounting and disclosure issues surrounding long-lived 
assets to be disposed of by a sale.  SFAS 144 also extends the presentation of discontinued operations to include 
more disposal transactions.  SFAS 144 is effective for fiscal years beginning after December 15, 2001 (fiscal 
2002 for the Company).  Management believes that the adoption of SFAS 144 will not have a material effect on 
the Company�s consolidated results of operations or financial position. 

Note 3.  Acquisitions and Dispositions 

In October 2000, the Company consummated the sale of its health care staffing services business and 
received cash proceeds of $66.5 million.  As of December 30, 2001 these proceeds are subject to adjustment 
(upward or downward) in accordance with the terms of the purchase and sale agreement related to final closing 
balance sheet items.  The Company recorded a gain of approximately $44.4 million on the sale. 

In November 2000, the Company finalized the sale of its home care nursing services operations in Can-
ada.  As consideration for the sale, the Company received approximately $1.5 million in cash proceeds, includ-
ing settlement of the final closing balance sheet, and a minority interest in the acquiror.  The Company recorded 
a charge of approximately $5.2 million as a result of the impairment of goodwill due to the pending sale of the 
business.  In addition, cumulative translation adjustments of approximately $2.5 million were reversed from the 
accumulated other comprehensive loss component of stockholders� equity and reflected as a loss in the gain on 
sales of businesses component of the consolidated statement of operations.  No other gain or loss was recorded 
on the sale. 

Net revenues associated with the Company�s health care staffing services business and its Canadian op-
erations amounted to $145 million and $152 million in fiscal 2000 and 1999, respectively. 

In 1999, the Company acquired several home care operations for an aggregate purchase price of $1.7 
million. 

Note 4.  Restructuring and Other Special Charges 

During fiscal 2001, 2000 and 1999, the Company recorded restructuring and other special charges ag-
gregating $3.0 million, $153.2 million and $15.2 million, respectively. 

Fiscal 2001 

During the fiscal year of 2001, the Company recorded special charges of approximately $3.0 million in 
connection with the settlement of the Gile v. Olsten Corporation, et al., and the State of Indiana v. Quantum 
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Health Resources, Inc. and Olsten Health Services, Inc. lawsuits and for various other legal costs.  These legal 
matters are further discussed in Note 9.  These special charges are reflected in selling, general and administrative 
expenses in the accompanying consolidated statement of operations. 

Fiscal 2000 

Restructuring and other special charges during fiscal 2000 aggregated $153.2 million, of which $14.9 
million was recorded in cost of services sold.  The remaining charges of approximately $138.3 million were re-
corded in selling, general and administrative expenses and included charges to restructure business operations of 
$5.5 million, an incremental charge of $112.0 million for increases in the allowance for doubtful accounts and 
receivable writeoffs, charges of $5.7 million associated with the implementation of the PPS for Medicare reim-
bursement, settlement costs of $7.2 million, Split-off/transition costs of $4.1 million and name change and other 
costs of $3.8 million.  A further description of the nature of such restructuring and other special charges is pre-
sented below. 

Restructuring of Business Operations 

The Company recorded charges of $5.5 million in the fourth quarter of fiscal 2000 in connection with a 
restructuring plan which included the closing and consolidation of twelve nursing branch locations and the re-
alignment and consolidation of certain corporate and administrative support functions due primarily to the sale 
of the Company�s Staffing Services business and Canadian operations.  These charges included employee sever-
ance of $2.9 million relating to the termination of 270 employees in nursing branches and certain corporate and 
administrative departments, asset writedowns of $1.2 million and future lease payments and other associated 
costs of $1.4 million.  As of December 30, 2001, the twelve nursing branch locations were closed or consoli-
dated; the unpaid portion of these restructuring charges aggregated $0.2 million. 

Bad Debt/Receivables Write-Off 

During fiscal 2000, the Company launched several initiatives including (i) changes to systems, opera-
tional processes and procedures in its contracting, delivery, billing and collection functions and inventory man-
agement, (ii) development of numerous enhancements to its billing and collection systems, and (iii) hiring of 
external consultants to pursue focused collection efforts on specific aged accounts receivable.  These initiatives 
are further described herein. 

The Specialty Pharmaceutical Services business implemented a new billing and collection system in the 
fourth quarter of 1999.  Difficulties were encountered in the functionality of the new billing system from the 
date of implementation through the second quarter of 2000 that resulted in an inability to efficiently and effec-
tively bill new accounts and obtain appropriate documentation and support the follow-up of outstanding ac-
counts.  During the third quarter of fiscal 2000, the system implementation difficulties were resolved and a sig-
nificant number of billing and collection system enhancements were made which provided management with 
new and enhanced information as to the collectibility of receivables that was previously unavailable.  This in-
formation included historical cash collection data segregated by the time period for which the related revenue 
was recognized, accounts receivable aging trends by payor source and other statistical data. 

In May 2000, with the system enhancements now available, the Company hired an external consultant 
to undertake an accounts receivable reduction engagement and to enhance the billing and collection processes 
for both the Specialty Pharmaceutical Services business and the Home Health Services business.  During the 
third quarter of 2000, as a result of the work performed by the consultant and the information resulting from the 
enhanced billing and collection processes, it was determined that the filing deadlines for submitting certain 
claims for reimbursement to government and commercial payors had expired and documentation required by 
payors to support certain other claims could not be located.  Furthermore, the results of the consultant�s cash 
collection efforts during the period of its engagement were significantly less than initially estimated. 
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As a result of the consultant�s engagement and the new information that became available from the en-
hancements to the billing and collection systems and changes in operational processes and procedures, manage-
ment concluded that certain aged accounts which it previously believed were collectible should be written off 
because the continuing effort and cost of pursuing collections of these accounts could not be justified.  Man-
agement decided to focus on the billing and collection activities relating to more current receivable balances. 

In connection with these activities, the Company recorded an incremental provision for doubtful ac-
counts of $112.0 million in the third quarter of fiscal year 2000 relating to government and commercial payors, 
of which $90.0 million related to the Specialty Pharmaceutical Services business and $22.0 million related to the 
Home Health Services business.  The incremental provision for doubtful accounts related to revenues recognized 
in the following years:  $34 million in fiscal 1998 and prior, $52 million in fiscal 1999 and $26 million in fiscal 
2000.  This incremental provision for doubtful accounts was reflected in selling, general and administrative ex-
penses in the consolidated statement of operations for the year ended December 31, 2000. 

PPS Implementation Costs 

The Company recorded charges of $5.7 million in connection with the implementation of and transition 
to the PPS system for Medicare reimbursement.  Such charges included costs relating to the development of care 
protocols, training of field personnel and changes in estimates of settlement amounts. 

Settlement Costs 

The Company also recorded a $7.2 million charge in the third quarter of fiscal 2000 to reflect estimated 
settlement costs in excess of insurance coverage relating to class action securities and derivative lawsuits, the 
obligation for which was assumed by the Company from Olsten under an indemnification provision in connec-
tion with the Split-off, as well as settlement costs related to government inquiries in New Mexico and North 
Carolina (see Note 9). 

Split-off/Transition Costs 

Special charges of $4.1 million were incurred during fiscal 2000 to reflect obligations resulting from 
the Company�s Split-off from Olsten and transition costs associated with the establishment of the Company as 
an independent, publicly-owned entity.  These special charges included change of control and compensation and 
benefit payments of $3.6 million made to certain former employees of the Company and Olsten and a current 
executive officer of the Company, and transition costs of $0.5 million relating to registration costs, professional 
fees and other items. 

Name Change and Other 

Special charges of approximately $3.8 million were incurred in fiscal 2000 in connection with the 
change of the Company�s name to Gentiva Health Services, Inc.  These special charges primarily consisted of 
costs incurred and paid for consulting fees, promotional items and advertising. 

Costs of Services Sold 

An adjustment of $6.4 million was recorded in cost of services sold for changes in cost estimates aris-
ing from the systems conversion and physical inventory procedures which were performed during the third quar-
ter of fiscal 2000.  The Company recorded a charge to cost of sales of $8.5 million in the fiscal 2000 to reflect an 
increase in estimated liabilities to service providers under certain managed care contracts.  Such changes in the 
estimated liabilities were the result of the Company obtaining more timely and accurate claim experience infor-
mation as a result of completing a system conversion which enhanced its claims reporting functionality. 
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Fiscal 1999 

In the quarter ended April 4, 1999, the Company recorded a restructuring charge aggregating $16.7 
million.  This charge was for the realignment of business units as part of a new restructuring plan, including 
compensation and severance costs of $5 million to be paid to operational support staff, branch administrative 
personnel and management, asset write-offs of $6.5 million related primarily to fixed assets being disposed of in 
offices being closed and facilities being consolidated, as well as fixed assets and goodwill attributable to the 
Company�s exit from certain businesses previously acquired but not within the Company�s strategic objectives, 
and integration costs of $5.2 million, primarily related to obligations under lease agreements for offices and 
other facilities being closed.  As of the end of fiscal 1999, substantially all of the closures and consolidations of 
facilities and expected terminations have occurred.  These activities have resulted in lower costs than originally 
estimated and, as a result, the Company recognized a benefit of $1.5 million in the fourth quarter of fiscal 1999 
to reflect this change in estimate.  Such benefit is included in selling, general and administrative expenses. 

At January 3, 1999, the Company reflected accrued expenses of $57.6 million representing the unpaid 
portion of restructuring and special charges recorded in fiscal 1998. The majority of this accrued expense was 
for the settlement of two federal investigations focusing on the Company�s Medicare home office cost reports 
and certain transactions with Columbia/HCA Healthcare Corporation (�Columbia/HCA�).  The agreements in 
connection with the settlements were finalized and signed on July 19, 1999.  On August 11, 1999, Olsten paid 
$61 million pursuant to the settlement, approximately $5 million of which was accrued as part of the Company�s 
1996 merger, integration and other special charges. 
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The major components of the charges as well as the activity during the fiscal years 2001, 2000 and 
1999 were as follows (in thousands): 

Settlements 

Accounts
receivable, net 

and Other Assets 

Compensation
and Severance

Costs
Integration 

Costs Other Total

Fiscal 1998 Charge       
Balance at January 3, 1999..........   $ 56,000  $ 98  $ 261  $ 802  $ 476  $ 57,637 
Cash expenditures .......................  (56,000) � (261) (588) (476) (57,325) 
Non cash-write-offs.....................  � (98) � � � (98) 

Balance at January 2, 2000..........  � � � 214 � 214 
Cash expenditures .......................  � � � (214) � (214) 

Balance at December 31, 2000....  � � � � � �

Fiscal 1999 Charge .....................  � 6,490 5,020 5,190 � 16,700 
Cash expenditures .......................  � � (2,787) (3,310) � (6,097) 
Non-cash write-offs.....................  � (6,490) � � � (6,490) 
Adjustments.................................  � � (803) (697) � (1,500) 

Balance at January 2, 2000..........  � � 1,430 1,183 � 2,613 
Cash expenditures .......................  � � (1,378) (629) � (2,007) 

Balance at December 31, 2000....  � � 52 554 � 606 
Cash expenditures .......................  � � (52) (380) � (432) 

Balance at December 30, 2001....  � � � 174 � 174

Fiscal 2000 Charge .....................  7,200 124,605 2,900 9,413 9,125 153,243 
Cash expenditures .......................  (7,200) � (880) (8,906) � (16,986) 
Non-cash write-offs.....................  � (124,319) � � � (124,319) 

Balance at December 31, 2000....  � 286 2,020 507 9,125 11,938 
Cash expenditures .......................  � � (1,860) (480) (9,125) (11,465) 
Non-cash write-offs.....................  � (286) � � � (286) 

Balance at December 30, 2001....  � � 160 27 � 187

Fiscal 2001 Charge .....................  2,000 � � � 1,011 3,011 
Cash expenditures .......................  (2,000) � � � (1,011) (3,011) 

Balance at December 30, 2001....  � � � � � �

Balance of all charges combined 
at December 30, 2001..................   $ �  $ �  $ 160  $ 201  $ �  $ 361 

The balance of unpaid charges at each year-end date was included in accrued 
expenses in the consolidated balance sheets. 
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Note 5.  Fixed Assets, Net 

(in thousands) Useful Lives December 30, 2001 December 31, 2000

Computer equipment and software ............  3-5 Years  $ 64,198  $ 65,617 
Furniture and fixtures.................................  5 Years 30,077 31,737 
Buildings and improvements .....................  Lease Term 19,070 19,056 
Machinery and equipment..........................  5 Years 17,070 14,222
  130,415 130,632 
Less accumulated depreciation ..................   (99,966) (93,671)
   $ 30,449  $ 36,961 

Depreciation expense was approximately $16.1 million in fiscal 2001, $20.5 million in fiscal 2000 and 
$22 million in fiscal 1999. 

Note 6.  Long-Term Debt 

On March 13, 2000, the Company entered into a credit facility, which provides for up to $150 million 
in borrowings, including up to $30 million which is available for letters of credit.  The Company may borrow up 
to a maximum of 80 percent of eligible accounts receivable, as defined.  At the Company�s option, the interest 
rate on borrowings under the credit facility is based on the London Interbank Offered Rate (LIBOR) plus 2.5 
percent or the lender�s prime rate plus 0.25 percent.  Total outstanding letters of credit were approximately $25.7 
million as of December 30, 2001.  There were no borrowings outstanding under the credit facility as of Decem-
ber 30, 2001.  The Company is subject to an unused line fee equal to 0.375 percent per annum of the average 
daily difference between $150 million and the total outstanding borrowings and letters of credit.  In addition, the 
Company must pay a fee equal to 2.25 percent per annum of the aggregate face amount of outstanding standby 
letters of credit. 

In June 2001, the Company�s credit facility was amended to increase the portion of the facility avail-
able for letters of credit from $30 million to either (i) $40 million or (ii) $70 million in the event that the Com-
pany elected to post a letter of credit in lieu of an appellate bond for all or a part of the total amount of the judg-
ment plus interest in the Fredrickson v. Olsten Health Services Corp. and Olsten Corporation case while the 
Company pursues its appeal of the judgment as further discussed in Note 9.  A supersedeas bond in the amount 
of $35.2 million was posted to satisfy the judgment plus interest.  Under the terms of the bond, cash equal to the 
amount of the bond is held in a segregated account as collateral for the bond and the interest relating thereto 
accrues to the Company.  The cash in the segregated account is reported as restricted cash in the accompanying 
consolidated balance sheet as of December 30, 2001. 

The credit facility, which expires in 2004, includes certain covenants requiring the Company to main-
tain a minimum tangible net worth and minimum earnings before interest, taxes, depreciation and amortization 
and provides limitations on certain other activities.  Loans under the credit facility will be collateralized by all of 
the Company�s tangible and intangible personal property, other than equipment.  In the third quarter of fiscal 
2000, the agreement was amended to lower the minimum tangible net worth covenant to $325 million at De-
cember 31, 2000 and thereafter increasing by 50 percent of the consolidated net income of the Company.  The 
Company was in compliance with its financial covenants as of December 30, 2001. 

In 1993, the Company�s Quantum subsidiary, issued $86.3 million of 4 3/4% convertible subordinated 
debentures maturing on October 1, 2000.  In January 1999, $7.7 million of the convertible subordinated deben-
tures were retired at 88.5 percent of the principal amount, resulting in a gain of approximately $900,000.  In 
June 2000, $10.0 million of the debentures were retired at 95.25 percent of the principal amount, resulting in a 
gain of $475,000.  The remaining $68.6 million of debentures were retired, together with accrued interest of 
approximately $1.6 million, on October 2, 2000 (the first business day after maturity) with borrowings from the 
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credit facility.  Borrowings under the credit facility were repaid in October 2000 upon receipt of proceeds from 
the sale of the staffing services business as well as cash flow from operations. 

Interest expense in the accompanying statements of operations is presented net of interest income of 
$2,825,000 in fiscal 2001, $803,000 in fiscal 2000 and $336,000 in fiscal 1999. 

Note 7.  Mandatorily Redeemable and Other Securities 

Gentiva Obligated Mandatorily Redeemable Preferred Securities of a Subsidiary Trust 

On March 15, 2000, certain of the Company�s and Olsten�s directors, officers and management and 
other related parties and other investors purchased $20 million of 10 percent convertible trust preferred securi-
ties issued by a Trust, of which the Company owns all the common equity.  Simultaneously and in connection 
with the issuance by the Trust of the convertible trust preferred securities, the Company issued to the Trust $20 
million of its 10 percent convertible subordinated debentures.  The convertible preferred trust securities would 
be mandatorily redeemable on March 15, 2005 and may be optionally redeemed after March 15, 2001 and prior 
to the mandatory redemption date at a declining premium over face amount (8% at March 15, 2001 declining 2% 
annually through maturity).  The convertible subordinated debentures have the same terms as the convertible 
trust preferred securities, including, but not limited to, maturity, interest, conversion and redemption price. 

The Trust which issued the convertible trust preferred securities was a special purpose trust.  The 
Trust�s operations were limited to issuing the convertible trust preferred securities and holding the Company�s 
convertible subordinated debentures.  The Trust could pay dividends only to the extent that the Company pays 
interest on its convertible subordinated debentures. 

If the Company announces the redemption of its convertible subordinated debentures and, as a result, 
the Trust intends to redeem the convertible preferred trust securities, the holders of the preferred trust securities 
have the option to convert their securities into the Company�s common stock at a conversion price of $9.319219 
until two days before the scheduled redemption date. 

On August 7, 2001, the Company�s Board of Directors authorized the Company to call for the redemp-
tion of its 10 percent convertible subordinated debentures on or about September 14, 2001 at a redemption price 
of 108 percent of the original principal amount of the debentures in accordance with the terms of an Indenture 
dated March 15, 2000, between the Company and Wilmington Trust Company.  During fiscal year 2001, the 
Company issued 2,146,105 shares of common stock upon the conversion of $20.0 million of the convertible 
preferred trust securities.  No convertible preferred trust securities were redeemed.  As of December 30, 2001, 
there were no convertible subordinated debentures of the Company and no convertible preferred trust securities 
of the Trust outstanding. 

Cumulative Preferred Stock 

The Company�s authorized capital stock includes 25,000,000 shares of preferred stock, $.01 par value, 
of which 1,000 shares have been designated Series A Cumulative Non-voting Redeemable Preferred Stock 
(�cumulative preferred stock�).  On March 10, 2000, 100 shares of cumulative preferred stock were issued for 
proceeds of $100,000.  Such amount is reflected in other liabilities in the consolidated balance sheet as of De-
cember 30, 2001 and December 31, 2000. 

Holders of the cumulative preferred stock will be entitled to receive cumulative cash dividends at an 
annual rate of LIBOR plus 2% on the stated liquidation preference of $1,000 per share, payable quarterly in ar-
rears out of assets legally available for payment of dividends, when and as declared by the Company�s board of 
directors on March 31, June 30, September 30 and December 31 of each year, commencing June 30, 2000.  
Dividends will accumulate and be cumulative from the issue date.  In the event of any voluntary or involuntary 
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liquidation, dissolution or other winding-up of the Company or, at the option of the Company on or after 
March 10, 2005 or the holder on or after May 10, 2005, the holders of cumulative preferred stock will be enti-
tled to receive the stated liquidation preference or a redemption price of $1,000 per share. 

Note 8.  Transactions with Olsten 

Net transactions with Olsten, included in shareholders� equity, include the accumulated excess of cash 
outlays made on the Company�s behalf and management fees charged to the Company by Olsten over cash re-
ceipts generated by the Company.  In accordance with the terms of the Separation Agreement, intercompany 
balances at October 31, 1999 of approximately $507 million have been contributed to the Company�s capital in 
its entirety.  The Separation Agreement provides that on October 31, 1999 if the sum of (a) indebtedness for 
borrowed money, (b) the deferred purchase price of property and (c) up to $10 million of transactions fees re-
lated to the transactions contemplated by the Separation Agreement and the Merger Agreement, less cash on 
hand (referred to as net debt) of Olsten and its subsidiaries (excluding the Company and its subsidiaries) was (i) 
greater than $750 million, then the new intercompany account would reflect a payable by the Company to Olsten 
equal to the amount of excess, or (ii) less than $750 million, then the new intercompany account would reflect a 
payable by Olsten to the Company, in an amount equal to the shortfall or (iii) equal to $750 million, then no 
payment would be made in connection with the new debt calculation.  Pursuant to the Separation Agreement, on 
October 31, 1999, net debt of Olsten and its subsidiaries (excluding the Company and its subsidiaries) was $718 
million and accordingly, the Company was to receive approximately $32 million in cash (referred to as the true-
up amount) on or prior to the Split-off date.  As of January 2, 2000, the Company had received approximately 
$23 million of the true-up amount; in fiscal 2000, the Company received the remaining balance of the true-up 
amount and following the Split-off the Company paid Olsten approximately $13 million to settle the intercom-
pany account balance which primarily related to advances for management fees, additional borrowings and in-
terest expense on intercompany balances. 

In addition, under the terms of the Separation Agreement relating to the Split-off, the Company as-
sumed the obligation for the funding of liabilities of the non-qualified supplemental executive retirement plan 
for certain of its employees and former employees of Olsten.  During the first quarter of 2000, payments of 
$12.1 million were made under this program; these payments exceeded assets of the plan which were transferred 
to the Company by $3.6 million due primarily to benefits paid to former Olsten employees and a current execu-
tive officer of the Company.  Furthermore, the Company also assumed excise tax obligations of approximately 
$0.8 million for a former executive officer of Olsten (and current executive officer of the Company).  Approxi-
mately $1.0 million of the aggregate net obligations of $4.4 million was included in restructuring and other spe-
cial charges based on Olsten�s allocation methodology for general corporate overhead expenses.  The remaining 
$3.4 million associated with these obligations was charged directly to additional paid-in capital. 

In addition, under the terms of the Separation Agreement, the Company also agreed to assume a lease 
for an Olsten subsidiary, that was unrelated to the operation of the Company, commencing September 2000.  In 
this connection, the present value of future lease obligations and other costs exceed estimated sublease rentals by 
$1.7 million.  Such amount was charged directly to additional paid-in capital during fiscal 2000. 

An estimated tax benefit of $4.1 million relating to the aforementioned obligations was credited to ad-
ditional paid-in capital. 

In accordance with the tax sharing agreement governing the Split-off, any net operating losses gener-
ated up to the Split-off were to be transferred and utilized by Olsten.  Accordingly, on March 15, 2000 the Com-
pany transferred approximately $49.7 million of tax benefits relating to those net operating losses to Olsten.
Such amount is reflected as a reduction of additional paid-in capital in fiscal 2000. 

Olsten used a centralized cash management system.  As a result, cash and cash equivalents (other than 
actual cash on hand) were not allocated to the Company prior to October 31, 1999.  On October 31, 1999, the 
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Company ceased participation in Olsten�s cash management system and established its own cash management 
system. 

Included in selling, general and administrative expenses were $0.6 million, and $1.4 million in fiscal 
2000 and 1999, respectively, relating to staffing services provided to the Company by Olsten. 

Note 9.  Legal Matters 

Litigation 

In addition to the matters referenced below, the Company is party to certain legal actions arising in the 
ordinary course of business including legal actions arising out of services rendered by its various operations, 
personal injury and employment disputes. 

On November 22, 2000, the jury, in an age-discrimination lawsuit commenced in 1998, captioned Fre-
drickson v. Olsten Health Services Corp. and Olsten Corporation, Case No. 98 CV 1937, Court of Common 
Pleas, Mahoning County, Ohio (the �Fredrickson Lawsuit�), returned a verdict in favor of the plaintiff against 
Olsten consisting of $675,000 in compensatory damages, $30 million in punitive damages and an undetermined 
amount of attorneys� fees.  The jury found that, although Olsten had lawfully terminated the plaintiff�s employ-
ment, its failure to transfer or rehire the plaintiff rendered Olsten liable to the plaintiff.  The parties filed several 
post-trial motions, and following a March 23, 2001 hearing on the parties� respective post trial motions, the trial 
court, on May 17, 2001, denied all post-trial motions, and entered judgment for the plaintiff for the full amount 
of compensatory and punitive damages, and awarded the plaintiff reduced attorney�s fees of $247,938.  On 
June 14, 2001, defendants timely filed a notice of appeal with the Court of Appeals, Seventh Appellate District, 
Mahoning County, Ohio and on June 19, 2001, the Company posted a supersedeas bond for the full amount of 
the judgment, plus interest.  On October 12, 2001, the Company timely filed its appellate brief with the Court of 
Appeals.  Plaintiff filed its response brief on January 14, 2002, and defendants� reply brief was filed on Febru-
ary 8, 2002.  Oral arguments have not been scheduled yet.  The Company intends to defend itself vigorously in 
this matter. 

On January 2, 2002, Cooper v. Gentiva CareCentrix, Inc. t/a/d/b/a/ Gentiva Health Services, U.S. Dis-
trict Court (W.D. Penn), Civil Action No. 01-0508, an amended complaint was served on the Company alleging 
that the defendant submitted false claims to the government for payment in violation of the Federal False Claims 
Act and that the defendant had wrongfully terminated the plaintiff.  The plaintiff claimed that infusion pumps 
delivered to patients did not supply the full amount of medication, allegedly resulting in substandard care and 
overbilling to the government.  Based on a review of the court�s docket sheet, the plaintiff filed a complaint un-
der seal in March 2001.  In October 2001, the United States Government filed a notice with the court declining 
to intervene in this matter, and on October 24, 2001, the court ordered that the seal be lifted.  Plaintiff filed a 
motion to amend complaint on December 27, 2001 and served the complaint that same day.  Defendant�s answer 
and counterclaim were filed on February 25, 2002.  The Company has denied the allegations of wrongdoing in 
the complaint and intends to defend itself vigorously in this matter.  Given the preliminary stage of this litiga-
tion, the Company is unable to assess the probable outcome or potential liability, if any, arising from this matter; 
therefore, a range of damages, if any, cannot be determined. 

On November 1, 2001, the Company received notice of the entry of an Order dated October 25, 2001, 
unsealing a complaint in an action captioned United States of America ex rel. Lee Einer v. Olsten Corporation,
No. CIV-S-99-0860 DFL/DAD filed with the U.S. District Court for the Eastern District of California.  This 
civil action was brought pursuant to the False Claims Act.  The original sealed complaint was filed in April 1999 
and alleged that Olsten falsely took into income during the conversion of its financial data systems alleged over-
payments due to payors.  In November 2000, plaintiff filed an amended complaint adding the allegation that 
Olsten made false representations to the United States government in connection with a settlement agreement 
entered into in July 1999.  The Company acknowledged service of the amended complaint on November 29, 
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2001 and filed its answer and counterclaim on December 3, 2001.  Plaintiff filed his reply to counterclaim, coun-
terclaim against the Company and cross claim against the United States government on January 18, 2002.  The 
Company�s answer was filed timely on February 12, 2002.  The Company believes that it was the filing of the 
original complaint that triggered the December 1999 document subpoena from the Department of Health and 
Human Services, Office of Inspector General, which is discussed below under �Government Investigations.�  
Given the preliminary stage of this litigation, the Company is unable to assess the probable outcome or potential 
liability, if any, arising from this matter; therefore, a range of damages, if any, cannot be determined. 

On January 14, 1999, Kimberly Home Health Care, Inc. (�Kimberly�), one of the Company�s subsidiar-
ies, initiated three arbitration proceedings against hospitals owned by Columbia/HCA Healthcare Corp. (�Co-
lumbia/HCA�) with which Kimberly had management services agreements to provide services to the hospitals� 
home health agencies.  The basis for each of the arbitrations is that Columbia/ HCA sold the home health agen-
cies without assigning the management services agreements and, as a result, Columbia/HCA has breached the 
management services agreements.  In response to the arbitrations, Columbia/HCA has asserted that the arbitra-
tions be consolidated and stayed, in part based upon its alleged claims against Kimberly for breach of contract, 
and requested indemnity and possibly return of management fees.  Columbia/HCA has not yet formally pre-
sented these claims in the arbitrations or other legal proceedings and has not yet quantified the claims.  Still 
pending before the arbitrators is Columbia/HCA�s request to consolidate the proceedings, which Kimberly has 
opposed.  The proceedings are currently in abeyance pending ruling on Columbia/HCA�s motion to consolidate.  
The Company is the claimant in this matter and the defendant has not formally asserted any counterclaims 
against the Company in the arbitration, nor has the defendant made any formal demand on the Company.  The 
Company is unable to assess the liability or losses, if any, attributable to the threatened counterclaims. 

On June 23, 2000, the Company was served with a complaint in a purported class action lawsuit filed 
by Ultimate Home Health Care Inc. in the U.S. District Court for the Middle District of Tennessee, captioned 
Ultimate Home Health Care, Inc. v. Columbia/HCA Healthcare Corp., No. 3-00-0560 (the �Tennessee Law-
suit�).  On July 21, 2000, the Company was served with an amended complaint in the Tennessee Lawsuit, which 
named as defendants Columbia/HCA, Columbia Homecare Group, Olsten Health Management a/k/a Hospital 
Contract Management Services and Olsten Corporation.  The amended complaint alleged, among other things, 
that the defendants� business practices in connection with home health care patient referrals between 1994 and 
1996 violated provisions of Federal antitrust laws, the Racketeer Influenced and Corrupt Organizations Act 
(RICO), the Tennessee Consumer Protection Act and state common law and sought unspecified compensatory 
damages, punitive damages, treble damages and attorneys� fees on behalf of a proposed class of home healthcare 
companies and/or agencies which conducted business in Tennessee, Texas, Florida and/or Georgia.  By an order 
dated January 21, 2001, the Court ruled on defendants� motion to dismiss and dismissed plaintiffs� RICO and 
state common law tort claims, but allowed plaintiff�s other claims to proceed to discovery.  After conducting 
some discovery on the issues, on October 10, 2001 plaintiff filed a notice of withdrawal of certain allegations 
and subsequently filed a second amended complaint that dropped all class action allegations and all antitrust 
claims.  On December 6, 2001 the parties stipulated to the dismissal of the action with each party to bear its own 
costs, and on December 13, 2001, the court entered an order dismissing the suit in its entirety. 

In Gile v. Olsten Corporation, et al., U.S. District Court for the Central District of California, No. 97-
9363-NM, plaintiff filed an age discrimination suit against Olsten Corporation, Olsten Health Services, and a 
certain individual in December 1997.  The defendants denied the allegations of discrimination on the basis that 
plaintiff�s termination was part of a reduction in force.  The individual defendant was dismissed from the action, 
and the remaining corporate defendants filed a motion for summary judgment that was granted by the District 
Court in February 1999.  The plaintiff appealed the District Court�s order to the Ninth Circuit Court of Appeals 
and in December, 2000, the Court of Appeals issued its ruling which reversed the District Court and remanded 
the case for trial.  On or about June 19, 2001, the Company and the plaintiff agreed to settle this matter and en-
tered into a confidential settlement agreement with full release. 

In July 1999, the Indiana Attorney General�s Office filed a lawsuit against Olsten in Indiana Superior 
Court, captioned State of Indiana v. Quantum Health Resources, Inc. and Olsten Health Services, Inc., No. 
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49D029907CP001011, alleging that Olsten was overpaid by Medicaid, failed to properly disclose information to 
Medicaid and engaged in improper billing.  The alleged violations predate Olsten�s acquisition of Quantum 
Health Resources in June 1996.  The lawsuit sought unspecified monetary damages, double or treble damages, 
penalties and investigative costs.  The parties resolved this matter during fiscal 2001 pursuant to a confidential 
Settlement agreement and full release.  There is no ongoing obligation on the part of the Company arising from 
this settlement. 

In late 2000, after engaging in a mediation conducted by a third-party mediator, the parties to the previ-
ously disclosed Class Action (In re Olsten Corporation Securities Litigation, No. 97-CV-5056 (DRH), U.S. Dis-
trict Court for the Eastern District of New York) and Derivative Lawsuit (Rubin v. May, No. 17135-NC, Dela-
ware Chancery Court) reached an agreement to settle both lawsuits for the aggregate sum of $25 million which 
was subject to approval by the respective courts.  The Company�s insurers funded $18 million of the proposed 
settlement sum.  The Company funded the $7 million balance and recorded a special charge for that amount dur-
ing fiscal 2000.  On August 7, 2001, the Delaware Chancery Court gave final approval to the settlement of the 
Derivative Lawsuit and, on August 31, 2001, the District Court issued its final approval to the settlement of the 
Class Action. 

Furthermore, in connection with the Split-Off, the Company agreed to assume, to the extent permitted 
by law, the liabilities, if any, arising out of (and to indemnify Olsten for) the above lawsuits and arbitration pro-
ceedings and other liabilities arising out of the health services business, including any such liabilities arising 
after the Split-Off in connection with the government investigations described below.  In addition, in connection 
with the pending sale of the Specialty Pharmaceutical Services business, as discussed in note 16, the Company 
has agreed to retain and indemnify Accredo for specified liabilities including the litigation described above and 
the government investigations described below. 

Government Investigations 

In early February 2000, the Company received a document subpoena from the Department of Health 
and Human Services, Office of Inspector General, and Office of Investigations.  The Company believes the sub-
poena relates to its agencies� cost reporting procedures concerning contracted nursing and home health aide 
costs.  To the Company�s knowledge, the government has not filed a complaint against the Company, nor has 
the government quantified the amount of alleged damages relating to this matter.  Recently, the government has 
asserted that this matter could fall under the Federal False Claims Act (the �Act�), and if liability is found under 
the Act, the government would be able to assess double or treble damages against the Company.  The Company 
disputes the government�s assertions, but continues to cooperate with the government in its investigation of this 
matter and to provide the government with the requested documents.  At this time, the Company is unable to 
assess the probable outcome or potential liability, if any, arising from this subpoena. 

In early December 1999, Olsten received a document subpoena from the Department of Health and 
Human Services, Office of Inspector General, and Office of Investigations.  After preliminary discussions with 
the Office of Inspector General, the Company believes the subpoena relates to an investigation of possible over-
payments to it by the Medicare program.  The Company provided the Office of Inspector General and other 
government agencies with requested documents and cooperated fully with this investigation.  On November 1, 
2001, the Company received notice of the entry of an Order dated October 25, 2001, unsealing a complaint in an 
action captioned United States of America ex rel. Lee Einer v. Olsten Corporation, which is discussed above 
under �Litigation.� In connection with the unsealing of the complaint, and as recited in the Order unsealing the 
complaint, the United States gave notice to the District Court that the United States was declining to intervene in 
the action.  The Company believes that it was this complaint that gave rise to the December 1999 document sub-
poena, and that following an almost two year investigation into the allegations made in the complaint, the United 
States decided not to intervene and not to proceed with this action.  The Company believes that the government 
has concluded its investigation into this matter. 
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Note 10.  Commitments 

The Company rents certain properties under noncancellable, long-term operating leases, which expire 
at various dates.  Certain of these leases require additional payments for taxes, insurance and maintenance and, 
in many cases, provide for renewal options.  Rent expense under all leases was $23.8 million in 2001, $25.0 
million in 2000 and $22.5 million in 1999. 

Future minimum rental commitments and sublease rentals for all noncancellable leases having an initial 
or remaining term in excess of one year at December 30, 2001, including the lease for a former Olsten subsidi-
ary which the Company agreed to assume commencing September 16, 2000 under the terms of the Separation 
Agreement, are as follows (in thousands): 

Fiscal Year Total Commitment Sublease Rentals Net

2002 $23,320 $1,527 $21,793 
2003 18,140 1,448 16,692 
2004 13,774 1,343 12,431 
2005 8,147 890 7,257 
2006 2,449 � 2,449 

Thereafter 349 � 349 

In connection with the Split-off, the Company entered into an agreement on March 16, 2000 pursuant 
to which a director of the Company and Olsten agreed not to compete with the Company for a four year period.  
In return for this agreement, the Company paid a lump sum of $250,000.  Following the Split-off the Company 
paid its past president, who did not continue with the Company, $2.0 million pursuant to a change in control 
agreement.  Such amounts were charged to expense in 2000. 

Note 11.  Stock Plans 

Prior to the Split-off, Olsten as sole shareholder of the Company approved the adoption of the Com-
pany�s 1999 Stock Incentive Plan (�1999 Plan�) under which 5 million shares of common stock were reserved 
for issuance upon exercise of options thereunder.  The maximum total number of shares of common stock for 
which grants may be made to any employee, consultant or director under the 1999 plan in any calendar year is 
300,000.  These options may be awarded in the form of incentive stock options (�ISOs�) or non-qualified stock 
options (�NQSOs�).  The option price of an ISO and NQSO cannot be less than 100 percent and 85 percent, 
respectively, of the fair market value at the date of grant.  As of December 30, 2001, the Company has granted 
options for 2,063,407 shares. 

Prior to the Split-off, Olsten as sole shareholder of the Company approved the adoption of the Com-
pany�s Stock & Deferred Compensation Plan for Non-Employee Directors, which provides for payment of an-
nual retainer fees to non-employee directors, up to 50 percent of which such directors may elect to receive in 
cash and the remainder of which will be paid in the form of shares of common stock of the Company and also 
allows deferral of such payment of shares until termination of director�s service.  The total number of shares of 
common stock reserved for issuance under this plan is 150,000.  During fiscal 2001 and 2000, the Company 
issued 3,370 shares and 9,440 shares under the plan; as of December 30, 2001, 20,496 shares were deferred. 

Prior to the Split-off, Olsten as sole shareholder of the Company approved the adoption of an employee 
stock purchase plan for the Company.  All employees of the Company, who have been employed for at least 
eight months and whose customary employment exceeds twenty hours per week, will be eligible to purchase 
stock under this plan.  The human resources and compensation committee of the Company�s Board of Directors 
administers the plan and has the power to determine the terms and conditions of each offering of common stock.  
The maximum number of shares of common stock, which may be sold to any employee in any offering, how-
ever, will generally be 10 percent of that employee�s compensation during the period of the offering.  A total of 
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1,200,000 shares of common stock are reserved for issuance under the employee stock purchase plan.  During 
fiscal 2001 and 2000, the Company issued 205,639 shares and 142,788 shares, respectively, under the plan. 

Effective as of the Split-off date, all options to purchase Olsten stock (�Olsten stock options�) held by 
the Company�s employees became options to purchase the Company�s common stock (�Gentiva stock options�) 
and the Company�s employees became fully vested in the Gentiva stock options.  Olsten stock options were con-
verted into Gentiva stock options at the ratio of 1 to 2.077; the exercise price of a Gentiva stock option 
represents 48.1 percent of the corresponding Olsten stock option exercise price. 

A summary of Gentiva stock options for fiscal 2001 and fiscal 2000 is presented below. 

 2001 2000

Stock
Options

Weighted
average

exercise price 
Stock

Options

Weighted
average

exercise price 

Options outstanding, beginning of year ..  3,689,006  $ � � � 
Granted in connection with  

conversion of Olsten options ......  � � 3,476,616 6.33
Granted ............................................  939,000 13.22 1,124,407 5.88 
Exercised..........................................  (2,156,796) 6.22 (699,436) 5.51 
Cancelled .........................................  (124,610) 10.04 (212,581) 10.84

Options outstanding, end of year ............  2,346,600  $ 8.61 3,689,006 $6.09
Options exercisable, end of year .............  838,168  $ 5.82 2,683,506 $5.82

A summary of Olsten stock options for the period from January 3, 2000 through March 15, 2000 and 
fiscal year 1999 for employees assigned to the Company is as follows: 

 2000 1999

Stock
Options

Weighted
average

exercise price 
Stock

Options

Weighted
average

exercise price 

Olsten options outstanding, beginning of 
year..........................................................  1,697,362  $ 13.15 1,446,067  $ 15.72 

Granted ............................................  � � 498,700 7.84 
Exercised..........................................  (2,720) 8.55 (6,467) 1.28 
Cancelled .........................................  (20,778) 13.61 (240,938) 16.18 
Converted to Gentiva options ..........  (1,673,864) 13.15 � �

Olsten options exercisable, end of 
period ......................................................  �  $ � 1,697,362  $ 13.15 
Olsten options exercisable, end of 
period ......................................................  �  $ � 633,597  $ 18.77 

The weighted average fair value of the Company�s and Olsten�s stock options, calculated using the 
Black-Scholes option pricing model, granted during 2001, 2000 and 1999, is $7.76, $2.93 and $3.15, respec-
tively.  The fair value of each option grant is estimated on the date of grant with the following weighted-average 
assumptions used for grants in 2001, 2000 and 1999, respectively; risk-free interest rates of 4.88, 6.14 to 6.65, 
and 4.70 percent; dividend yield of 0 percent for 2001, 2000 and 1999; expected lives of five years for all; and 
volatility of 65 percent for 2001, 47 percent for 2000 and 35 percent for 1999. 
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The following table summarizes information about Gentiva stock options outstanding at December 30, 
2001.

 Options Outstanding Options Exercisable 

Range of exercise price 

Number 
at 

December 30, 
2001

Weighted
average
exercise

price

Weighted
average

remaining 
contractual life 

Number 
at 

December 30, 
2001

Weighted
average
exercise

price

$2.86  to $3.49 330,965 $3.40 7.07 330,965 $3.40 
$3.61  to $4.39 70,673 3.97 6.82 70,673 3.97 
$5.56  to $6.75 748,552 5.72 8.20 136,618 5.69 
$6.80  to $8.69 156,724 7.16 5.55 150,058 7.16 
$8.92  to $12.50 156,454 10.79 4.57 146,122 10.68 
$13.19  to $14.50 875,500 13.20 9.01 � � 
$16.70  to $20.75 7,732 18.75 5.30 3,732 19.38 
$2.86  to $20.75 2,346,600 $8.61 7.87 838,168 $5.82 

The Company has adopted the disclosure-only provisions of Statement of Financial Accounting Stan-
dards No. 123 (�SFAS No. 123�), �Accounting for Stock-Based Compensation.� Accordingly, no compensation 
cost has been recognized under the stock option plans.  Had compensation cost for the Company�s and Olsten�s 
stock option plans been determined based on the fair value at the grant date for awards consistent with the provi-
sions of SFAS No. 123, the Company�s net income (loss) and net income (loss) per share would have been 
changed to the pro forma amounts indicated below (in thousands, except per share amounts): 

 2001 2000 1999

Net income (loss)  - as reported ....................  20,988 $(104,200) $(15,086) 
Net income (loss)  - pro forma......................  17,986 (106,052) (16,864) 
Basic income (loss) per share - as reported...  0.91 (5.05) (0.74) 
Basic income (loss) per share - pro forma ....  0.78 (5.14) (0.83) 

Note 12.  Income Taxes 

Comparative analyses of the provision (benefit) for income taxes follows (in thousands): 

 2001 2000 1999

Current    
Federal .............................................   $ �  $ �  $(19,586) 
State and local..................................  1,875 1,580 170 
Foreign.............................................  � � 248

 1,875 1,580 (19,168)
Deferred    

Federal .............................................  � (774) 13,047 
State and local..................................  � � �

 � (774) 13,047
  $ 1,875  $ 806  $ (6,121) 
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A reconciliation of the differences between income taxes computed at Federal statutory rate and provi-
sions (benefits) for income taxes for each year are as follows (in thousands): 

 2001 2000 1999

Income taxes computed at Federal statutory tax rate ...........   $ 8,002  $(36,188)  $ (7,422) 

State income taxes, net of Federal benefit and valuation 
allowance ......................................................................  1,219 1,027 111

Capital loss on disposition of domestic subsidiary ..............  � (14,008) � 
Amortization of intangibles .................................................  756 858 902 
Nondeductible meals and entertainment ..............................  303 312 265 
Other ....................................................................................  (1) 81 23 
(Decrease) Increase in Federal valuation allowance............  (8,404) 48,724 �
  $ 1,875  $ 806  $ (6,121) 

Deferred tax assets and deferred tax liabilities are as follows (in thousands): 

 December 30, 2001 December 31, 2000 

Deferred tax assets   
Reserves and allowances ................................   $ 48,663  $ 58,132 
Net operating loss (Federal and state).............  36,230 31,206 
Other ...............................................................  3,347 470 
Less: valuation allowance...............................  (57,330) (57,556)

Total deferred tax asset ..........................................  30,910 32,252

Deferred tax liabilities   
Capitalized software .......................................  (2,035) (2,130) 
Intangible assets..............................................  (26,859) (26,280) 
Depreciation....................................................  (2,016) (3,842)

Total deferred tax liability......................................  (30,910) (32,252)

Net deferred tax asset (liability).............................   $ �  $ � 

In accordance with the Tax Sharing Agreement, any net operating losses generated up to the Split-off 
are to be allocated to and utilized by Olsten.  As of March 15, 2000, approximately $49.7 million of recorded tax 
benefits related to these net operating losses have been transferred to Olsten.  At the end of 2001, Gentiva had a 
federal net operating loss carryforward of $89.7 million generated after Split-off date, all of which will expire by 
2020.  Approximately $31.3 million of the net operating loss carry forward relates to stock options, the benefits 
of which, when realized, will be credited to stockholders� equity. 

Realization of deferred tax assets is dependent upon generating sufficient taxable income prior to their 
expiration.  The lack of historical pre-tax income creates uncertainty about the Company�s ability to earn taxable 
income and realize tax benefits in future years.  Therefore, management has provided a valuation allowance for 
its deferred tax assets. 

Note 13.  Benefit Plans for Permanent Employees 

Olsten and its subsidiaries maintained qualified and non-qualified defined contribution retirement plans 
for its salaried employees, which provide for a partial match of employee savings under the plans and for discre-
tionary profit-sharing contributions based on employee compensation.  The Company established similar retire-
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ment plans and assumed the obligations under the Olsten plans for those employees assigned to the Company at 
the date of the Split-off. 

Olsten also maintained a non-qualified supplemental executive retirement program for key employees 
and officers.  Certain employees of the Company were eligible to participate in the Olsten sponsored plan.  Prior 
to the Split-off the Company established its own non-qualified supplemental executive retirement plan substan-
tially similar to the Olsten plan.  The Olsten plan was terminated prior to the Split-off, and the Company termi-
nated its plan after the Split-off. 

With respect to the Company�s non-qualified defined contribution retirement plan for salaried employ-
ees, all pre-tax contributions, matching contributions and profit sharing contributions (and the earnings therein) 
are held in a Rabbi Trust and are subject to the claims of the general, unsecured creditors of the Company.  All 
post-tax contributions are held in a secular trust and are not subject to the claims of the creditors of the Com-
pany.  The fair value of the assets held in the Rabbi Trust and the liability to plan participants as of Decem-
ber 30, 2001 totaling approximately $10.3 million are indicated in other assets and other liabilities on the ac-
companying consolidated balance sheet. 

Company contributions under the defined contribution plans were approximately $3.3 million in 2001, 
$2.7 million in 2000 and $3.6 million in 1999. 

Note 14.  Business Segment Information 

The Company operates in the United States and, during fiscal 2000 and 1999, operated in Canada, ser-
vicing patients and customers through the following business segments: Specialty Pharmaceutical Services, 
Home Health Services and, for the fiscal 2000 and 1999 periods, Staffing Services.  These segments are briefly 
described below. 

Specialty Pharmaceutical Services includes (i) the distribution of drugs and other biological and phar-
maceutical products and professional support services for individuals with chronic diseases, such as hemophilia, 
primary pulmonary hypertension, autoimmune deficiencies and growth disorders, (ii) the administration of anti-
biotics, chemotherapy, nutrients and other medications for patients with acute or episodic disease states, (iii) 
distribution services for pharmaceutical, biotechnology and medical service firms and (iv) clinical support ser-
vices for pharmaceutical and biotechnology firms. 

Home Health Services includes (i) professional and paraprofessional services, including skilled nurs-
ing, rehabilitation and other therapies, home health aide and personal care services, to individuals with acute 
illnesses, long-term chronic health conditions, permanent disabilities, terminal illnesses or post-procedural needs 
and (ii) care management and coordination for managed care organizations and self-insured employees. 

Staffing Services included services to institutional, occupational and alternate site health care organiza-
tions by providing health care professionals to meet supplemental staffing needs.  Canada included professional 
and paraprofessional services to individuals in home and institutional settings.  Both Staffing Services and Can-
ada constituted less than 10 percent of the net revenues, operating contribution and the total assets of the Com-
pany and, as such, were combined for segment reporting purposes. 

The Company and its chief decision makers evaluate performance and allocate resources based on op-
erating contributions of the reportable segments, which exclude corporate expenses, depreciation, amortization 
and interest expense, but include revenues and all other costs directly attributable to the specific segment.  In-
tersegment revenues represent Specialty Pharmaceutical Services segment revenues generated from services 
provided to the Home Health Services segment.  Identifiable assets of the segments reflect net accounts receiv-
able and inventories associated with segment activities.  All other assets, including goodwill, are assigned to 
corporate for the benefit of all segments for purposes of segment disclosure. 
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During fiscal 2001, the Company changed its evaluation performance methodology, as described be-
low, which resulted in a change in reportable segments.  In the fiscal 2000 and 1999 periods, clinical support 
services for the pharmaceutical and biotechnology firms and staffing services provided under a state contract 
were included in the Staffing Services segment.  In 2001, the Company considers these services to be part of the 
Specialty Pharmaceutical Services segment and Home Health Services segment, respectively.  In addition, ser-
vices relating to care management and coordination for managed care organizations and self-insured employees 
were allocated between Specialty Pharmaceutical Services and Home Care Nursing Services segments in the 
fiscal 2000 periods based on the nature of services rendered; in 2001, the Company considers these services to 
be part of the Home Health Services segment.  Furthermore, Canadian operating results were included in the 
Home Care Nursing Services segment in the prior year periods and are now reflected in the Staffing and Canada 
results for presentation purposes.  Prior year segment data has been reclassified to conform with the current year 
presentation. 

Information about the Company�s operations is as follows (in thousands): 

 Specialty 
Pharmaceutical

Services 
Home Health 

Services 
Staffing and 

Canada Total

Year ended December 30, 2001     
Net revenues - segments.....................  $ 739,315  $ 729,577  $ �  $ 1,468,892 
Intersegment revenues........................    (91,205) 
Net revenues.......................................     $ 1,377,687 
Operating contribution .......................  $ 72,945  $ 51,423  $ �  $ 124,368 
Corporate expenses ............................    (71,821) 
Special charges - corporate ................    (3,011) 
Earnings before interest expense, 

taxes, depreciation and amorti-
zation.............................................. 

    

49,536
Depreciation and amortization ...........    (26,522) 
Interest expense, net ...........................    (151) 
Income before income taxes...............     $ 22,863 

Segment assets ...................................  $ 286,503  $ 140,838  $ �  $ 427,341 
Intersegment assets.............................    (11,545) 
Segment assets, net.............................    415,796 
Corporate assets .................................    422,538 
Total assets.........................................     $ 838,334 
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 Specialty 
Pharmaceutical

Services 
Home Health 

Services 
Staffing and 

Canada Total

Year ended December 31, 2000     
Net revenues - segments.....................  $ 699,327  $ 736,547  $ 145,218  $ 1,581,092 

Intersegment revenues........................    (74,448) 
Net revenues.......................................     $ 1,506,644 
Operating contribution before 

special charges ...............................  $ 84,644  $ 40,317  $ 10,802  $ 135,763 

Special charges - segments................. (97,025) (37,966) � (134,991)
Operating contribution (loss)..............  $ (12,381)  $ 2,351  $ 10,802 772
Special charges - corporate ................    (18,252) 
Gain on sales of businesses ................    36,682 
Corporate expenses ............................    (81,036) 
Loss before interest expense, 

taxes, depreciation and amorti-
zation.............................................. 

    

(61,834)
Depreciation and amortization ...........    (31,682) 
Interest expense, net ...........................    (9,878) 
Loss before income taxes ...................     $ (103,394) 

Segment assets ...................................  $ 302,833  $ 185,208  $ �  $ 488,041 

Intersegment assets.............................    (17,752) 
Segment assets, net.............................    470,289 
Corporate assets .................................    335,195 
Total assets.........................................     $ 805,484 

Year ended January 2, 2000     
Net revenues - segments.....................  $ 665,126  $ 727,228  $ 152,067  $ 1,544,421 
Intersegment revenues........................    (54,599) 
Net revenues.......................................     $ 1,489,822 
Operating contribution before 

special charges ...............................  $ 95,059  $ 26,576  $ 8,970  $ 130,605 
Special charges - segments................. (1,730) (13,090) (380) (15,200)
Operating contribution .......................  $ 93,329  $ 13,486  $ 9,369 115,405
Corporate expenses ............................    (86,012) 
Earnings before interest expense, 

taxes, depreciation and amorti-
zation.............................................. 

    

29,393
Depreciation and amortization ...........    (33,625) 
Interest expense, net ...........................    (16,975) 
Loss before income taxes ...................     $ (21,207) 

Segment assets ...................................  $ 414,278  $ 230,323  $ 24,077  $ 668,678 

Intersegment assets.............................    � 
Segment assets, net.............................    668,678 
Corporate assets .................................    394,337 
Total assets.........................................     $ 1,063,015 
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Financial information, summarized by geographic area, is as follows (in thousands): 

Net Revenues Long-lived assets

Year ended December 30, 2001   
United States ..................................................................  $1,377,687 $267,979

Year ended December 31, 2000   
United States ..................................................................  $1,472,316 $281,978 
Canada ...........................................................................  34,328 2,232
 $1,506,644 $284,410

Year ended January 2, 2000   
United States ..................................................................  $1,446,532 $302,601 
Canada ...........................................................................  43,290 1,183
 $1,489,822 $303,784

Note 15.  Quarterly Financial Information (Unaudited) 

 First 
quarter

Second
quarter

Third
quarter

Fourth
quarter

 (in thousands, except share amounts) 
Year ended December 30, 2001     
Net revenues ......................................... $357,178 $335,444 $328,262 $356,803 
Gross profit ........................................... 116,430 113,635 112,100 116,914 
Net income............................................ 6,112 2,318 6,246 6,312 
Net income per share:     

Basic .............................................. 0.28 0.10 0.26 0.25 
Diluted ........................................... 0.26 0.10 0.24 0.24 

Year ended December 31, 2000     
Net revenues ......................................... $384,607 $383,270 $380,325 $358,442 
Gross profit ........................................... 128,502 128,624 118,165 109,709 
Net income (loss) .................................. (1,906) 2,171 (130,346) 25,881 

Net income (loss) per share:     
Basic .............................................. (0.09) 0.11 (6.30) 1.23 
Diluted ........................................... (0.09) 0.10 (6.30) 1.05 

During the year ended December 30, 2001, the Company recorded special charges of $3.0 million in 
the second quarter in connection with the settlement of the Gile v. Olsten Corporation, et al., and the State of 
Indiana v. Quantum Health Resources, Inc. and Olsten Health Services, Inc. lawsuits and for various other legal 
costs.

During the year ended December 31, 2000, the Company recorded restructuring and other special 
charges of $5.6 million in the first quarter, $1.2 million in the second quarter, $126.8 million in the third quarter 
and $19.6 million in the fourth quarter.  In addition, the Company recorded a charge of $5.2 million in the third 
quarter of fiscal 2000 resulting from impairment of goodwill and gain of $41.9 million in the fourth quarter of 
fiscal 2000 relating to sales of businesses.  The first quarter of 1999 included $16.7 million of special charges 
and the fourth quarter of 1999 included a benefit of $1.5 million relating to these special charges as indicated in 
Note 4. 
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Note 16.  Subsequent Event 

On January 2, 2002, the Company entered into a definitive agreement with Accredo Health, Incorpo-
rated (�Accredo�) to sell the assets and business of the Company�s Specialty Pharmaceutical Services business, 
including certain corporate assets and operations, for $415 million, subject to adjustment, to be paid half in cash 
and half in shares of Accredo common stock provided that the average closing price per share of Accredo com-
mon stock on the NASDAQ National Market for the twenty trading days ending on the second trading day prior 
to the closing of the acquisition is between $31 and $41 per share.  If the average closing price is outside of 
these limits, the number of Accredo shares to be issued will be fixed at the outside levels, and the value of the 
stock consideration will fluctuate, increasing if the average closing price is above $41 and decreasing if the av-
erage closing price is below $31.  The purchase price of $415 million is also subject to adjustment for changes in 
the net book value of the Specialty Pharmaceutical Services business as of the closing date of the acquisition, to 
the extent that such net book value is outside of the range between $247.5 million and $252.5 million.  (At De-
cember 30, 2001, the net book value of the Specialty Pharmaceutical Services business was within such range.) 

The Company intends to distribute substantially all of the consideration it receives in connection with 
the sale to shareholders following the closing of the transaction.  Management expects that the disposition will 
be consummated during the second quarter of 2002 and that a gain will be recorded on the disposition. 

The Specialty Pharmaceuticals Services business will be treated as a discontinued operation following 
the date on which shareholders approve the transaction.  Subsequent to the closing date of the transaction, the 
Company intends to operate in the home health services business. 
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GENTIVA HEALTH SERVICES, INC. AND SUBSIDIARIES 
SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS 

FOR THE THREE YEARS ENDED DECEMBER 30, 2001 
(in thousands) 

Balance at 
Beginning of

period 

Additions
charged to 
costs and 
expenses Deductions 

Balance 
at end 

of period 

Allowance for Doubtful Accounts:     
For the Year Ended December 30, 2001..........  $105,962 $35,221 $(53,028) $88,155 
For the Year Ended December 31, 2000..........  $36,759 $144,883 $(75,680) $105,962 
For the Year Ended January 2, 2000................  $25,596 $38,687 $(27,524) $36,759 


