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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

p QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2008
or
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 0-24975

HLTH CORPORATION
(Exact name of registrant as specified in its charter)

Delaware 94-3236644
(State of incorporation) (LR.S. employer identification no.)
669 River Drive, Center 2 07407-1361
Elmwood Park, New Jersey (Zip code)

(Address of principal executive office)

(201) 703-3400
(Registrant s telephone number including area code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yesp Noo

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
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company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer p Accelerated filer o Non-accelerated filer o Smaller reporting company o
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yeso Nobp

As of November 5, 2008, there were 185,561,083 shares of HLTH Common Stock outstanding (including unvested
shares of restricted HLTH Common Stock issued under our equity compensation plans).
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FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains both historical and forward-looking statements. All statements, other

than statements of historical fact, are or may be, forward-looking statements. For example, statements concerning

projections, predictions, expectations, estimates or forecasts and statements that describe our objectives, future

performance, plans or goals are, or may be, forward-looking statements. These forward-looking statements reflect

management S current expectations concerning future results and events and can generally be identified by the use of

expressions such as may, will, should, could, would, likely, predict, potential, continue, future,
expect, anticipate, intend, plan, foresee, and other similar words or phrases, as well as statements in the future te

Forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause our
actual results, performance or achievements to be different from any future results, performance and achievements
expressed or implied by these statements. The following important risks and uncertainties could affect our future
results, causing those results to differ materially from those expressed in our forward-looking statements:

failure to achieve sufficient levels of usage of WebMD s public portals;

inability to successfully deploy new or updated applications or services;

failure to achieve sufficient levels of utilization and market acceptance of new or updated products and
services;

difficulties in forming and maintaining relationships with customers and strategic partners;
inability to attract and retain qualified personnel;

anticipated benefits from acquisitions not being fully realized or not being realized within the expected time
frames;

general economic, business or regulatory conditions affecting the healthcare, information technology, Internet
and plastics industries being less favorable than expected; and

the other risks and uncertainties described in this Quarterly Report on Form 10-Q under the heading
Management s Discussion and Analysis of Financial Condition and Results of Operations Factors That May
Affect Our Future Financial Condition or Results of Operations.

These factors are not necessarily all of the important factors that could cause actual results to differ materially from
those expressed in any of our forward-looking statements. Other factors, including unknown or unpredictable ones,
could also have material adverse effects on our future results.

The forward-looking statements included in this Quarterly Report on Form 10-Q are made only as of the date of this
Quarterly Report. Except as required by law or regulation, we do not undertake any obligation to update any

forward-looking statements to reflect subsequent events or circumstances.

3
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ITEM 1. Financial Statements

ASSETS
Current assets:

Cash and cash equivalents
Short-term investments
Accounts receivable, net of allowance for doubtful accounts of $1,261 at

FINANCIAL INFORMATION

HLTH CORPORATION

September 30, 2008 and $1,165 at December 31, 2007

Due from EBS Master LLC
Prepaid expenses and other current assets
Assets of discontinued operations

Total current assets
Marketable equity securities
Property and equipment, net

Goodwill

Intangible assets, net
Investment in EBS Master LLC

Other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS EQUITY

Current liabilities:
Accrued expenses
Deferred revenue
Liabilities of discontinued operations

Total current liabilities

1.75% convertible subordinated notes due 2023

31/8% convertible notes due 2025
Other long-term liabilities
Minority interest in WHC

Table of Contents
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PART I

CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share data)

September 30,
2008
(Unaudited)

$ 1,380,179
284,789

78,148

27,190
119,891

1,890,197
2,175
51,766
211,414
28,917

36,534

$ 2,221,003

$ 44,305
81,740
100,464

226,509
350,000
300,000

21,184
139,250

December 31,
2007

$ 536,879
290,858

86,081
1,224
71,090
262,964

1,249,096
2,383
49,554
217,323
36,314
25,261
71,466

$ 1,651,397

$ 49,598
76,401
123,131

249,130
350,000
300,000

21,137
131,353
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Commitments and contingencies

Stockholders equity:

Preferred stock, $0.0001 par value; 5,000,000 shares authorized; no shares
outstanding

Common stock, $0.0001 par value; 900,000,000 shares authorized,;
457,943,786 shares issued at September 30, 2008; 457,803,361 shares issued

at December 31, 2007 46 46
Additional paid-in capital 12,504,151 12,479,574
Treasury stock, at cost; 273,397,698 shares at September 30, 2008;
275,786,634 shares at December 31, 2007 (2,556,347) (2,564,948)
Accumulated deficit (8,764,576) (9,320,748)
Accumulated other comprehensive income 786 5,853
Total stockholders equity 1,184,060 599,777
TOTAL LIABILITIES AND STOCKHOLDERS EQUITY $ 2,221,003 $ 1,651,397

See accompanying notes.

4
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HLTH CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data, unaudited)

Three Months Ended
September 30,
2008 2007
Revenue $ 100,367 $ 86,034
Costs and expenses:
Cost of operations 35,322 30,021
Sales and marketing 26,441 22,459
General and administrative 22,928 25,718
Depreciation and amortization 7,265 7,390
Interest income 9,386 10,864
Interest expense 4,636 4,660
Gain on sale of EBS Master LLC
Impairment of auction rate securities
Other (expense) income, net 997) 989
Income from continuing operations before income
tax provision 12,164 7,639
Income tax provision 7,679 2,977
Minority interest in WHC income (loss) 1,845 1,800
Equity in earnings of EBS Master LLC 8,005
Income from continuing operations 2,640 10,867
Income (loss) from discontinued operations, net of tax 93,241 5,704
Net income (loss) $ 95,881 $ 16,571

Basic income (loss) per common share:

Income from continuing operations $ 0.01 $ 0.06

Income (loss) from discontinued operations 0.51 0.03
Net income (loss) $ 0.52 $ 0.09
Diluted income (loss) per common share:

Income from continuing operations $ 0.01 $ 0.06
Income (loss) from discontinued operations 0.50 0.03
Net income (loss) $ 0.51 $ 0.09

Weighted-average shares outstanding used in
computing income (loss) per common share:
Basic 183,716 179,811

Table of Contents

Nine Months Ended
September 30,
2008 2007
$ 271,185 $ 235,112
99,655 87,636
77,731 67,258
67,253 81,111
21,468 20,954
29,384 30,638
13,871 13,985
538,024
60,108
(5,807) 5,267
492,700 73
34,623 4,404
(929) 2,758
4,007 22,679
463,013 15,590
93,159 (38,780)
$ 556,172 $ (23,190)
$ 2.53 $ 0.09
0.51 (0.22)
$ 3.04 $ (0.13)
$ 2.06 $ 0.08
0.41 (0.21)
$ 2.47 $ (0.13)
182,838 178,681
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Diluted 187,527 188,071 228,653 188,486

See accompanying notes.
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HLTH CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands, unaudited)

Nine Months Ended
September 30,

2008 2007
Cash flows from operating activities:
Net income (loss) $ 556,172 $ (23,190)
Adjustments to reconcile net income (loss) to net cash provided by operating
activities:
(Income) loss from discontinued operations, net of tax (93,159) 38,780
Depreciation and amortization 21,468 20,954
Minority interest in WHC (loss) income (929) 2,758
Equity in earnings of EBS Master LLC (4,007) (22,679)
Amortization of debt issuance costs 2,248 2,179
Non-cash advertising 1,736 2,489
Non-cash stock-based compensation 18,974 26,246
Deferred income taxes 11,934 3,710
Gain on sale of EBS Master LLC and 2006 EBS Sale (538,024) (399)
Impairment of auction rate securities 60,108
Changes in operating assets and liabilities:
Accounts receivable 7,933 14,835
Prepaid expenses and other, net 4,174 (198)
Accrued expenses and other long-term liabilities (3,639) (45,878)
Deferred revenue 5,339 3,253
Net cash provided by continuing operations 50,328 22,860
Net cash provided by discontinued operations 28,497 24,366
Net cash provided by operating activities 78,825 47,226
Cash flows from investing activities:
Proceeds from maturities and sales of available-for-sale securities 117,539 356,492
Purchases of available-for-sale securities (177,150) (694,522)
Purchases of property and equipment (15,115) (14,427)
Proceeds related to sales of ViPS, EBS, EPS and ACS/ACP, net of expenses 821,706 14,565
Decrease in net advances to EBS Master LLC 1,224 19,921
Other 148
Net cash provided by (used in) continuing operations 748,352 (317,971)
Net cash used in discontinued operations (4,265) (3,785)
Net cash provided by (used in) investing activities 744,087 (321,756)
Cash flows from financing activities:
Proceeds from issuance of HLTH and WHC common stock 20,725 114,077
Purchases of treasury stock under repurchase program (47,120)
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Other 343 4,300
Net cash provided by continuing operations 21,068 71,257
Net cash used in discontinued operations (76) (130)
Net cash provided by financing activities 20,992 71,127
Effect of exchange rates on cash (604) 1,042
Net increase (decrease) in cash and cash equivalents 843,300 (202,361)
Cash and cash equivalents at beginning of period 536,879 614,691
Cash and cash equivalents at end of period $ 1,380,179 $ 412,330
See accompanying notes.
6
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HLTH CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except share and per share data, unaudited)

1. Background and Basis of Presentation
Background

HLTH Corporation ( HLTH or the Company ) is a Delaware corporation that was incorporated in December 1995 and
commenced operations in January 1996 as Healtheon Corporation. HLTH s Common Stock began trading on the

Nasdaq National Market under the symbol HLTH on February 11, 1999 and now trades on the Nasdaq Global Select
Market. The Company changed its name to Healtheon/WebMD Corporation in November 1999 and to WebMD
Corporation in September 2000. In October 2005, WebMD Corporation changed its name to Emdeon Corporation in
connection with the initial public offering of equity securities of WebMD Health Corp. ( WHC ). In connection with the
November 2006 sale of a 52% interest in the Company s Emdeon Business Services segment, the Company transferred
its rights to the name Emdeon and related intellectual property to Emdeon Business Services. Accordingly, in May
2007, the Company changed its name to HLTH Corporation.

WHC s Class A Common Stock began trading on the Nasdaq National Market under the symbol WBMD on
September 29, 2005 and now trades on the Nasdaq Global Select Market. As of September 30, 2008, the Company
owned 48,100,000 shares of WHC Class B Common Stock, which represented 83.1% of the total outstanding Class A
Common Stock (after accounting for the impact of certain WHC shares to be issued pursuant to the purchase
agreement for the acquisition of Subimo, LL.C) and Class B Common Stock of WHC. WHC Class A Common Stock
has one vote per share, while WHC Class B Common Stock has five votes per share. As a result, the WHC Class B
Common Stock owned by the Company represented, as of September 30, 2008, 96.2% of the combined voting power
of WHC s outstanding Common Stock.

Basis of Presentation

The accompanying consolidated financial statements include the consolidated accounts of HLTH Corporation and its
subsidiaries and have been prepared in United States dollars, and in accordance with U.S. generally accepted
accounting principles ( GAAP ). The consolidated accounts include 100% of the assets and liabilities of the
majority-owned WHC and the ownership interests of minority stockholders of WHC are recorded as minority interest
in WHC in the accompanying consolidated balance sheets.

The Company s 48% ownership in EBS Master LLC was accounted for under the equity method through February 8,
2008, the date of the sale of the Company s investment in EBS Master LLC. See Note 3 for further details.

On February 21, 2008, the Company announced its intention to sell its ViPS and Porex businesses. On July 22, 2008,
the Company completed the sale of ViPS. Accordingly, the results of the Company s ViPS and Porex segments are
presented as discontinued operations in the accompanying consolidated financial statements. See Note 2 for further
details.

Interim Financial Statements
The unaudited consolidated financial statements of the Company have been prepared by management and reflect all

adjustments (consisting of only normal recurring adjustments) that, in the opinion of management, are necessary for a
fair presentation of the interim periods presented. The results of operations for the three and nine months ended

Table of Contents 12
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September 30, 2008 are not necessarily indicative of the operating results to be expected for any subsequent period or
for the entire year ending December 31, 2008. Certain information and footnote disclosures normally included in
financial statements prepared in accordance with U.S. GAAP have been condensed or omitted under the Securities and
Exchange Commission s (the SEC ) rules and regulations.

7
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HLTH CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

The unaudited consolidated financial statements and notes included herein should be read in conjunction with the
Company s audited consolidated financial statements and notes for the year ended December 31, 2007, which are
included in the Company s Current Report on Form 8-K filed with the SEC on June 27, 2008.

Accounting Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make certain
estimates and assumptions that affect the amounts reported in the consolidated financial statements and accompanying
notes. The Company bases its estimates on historical experience, current business factors, and various other
assumptions that the Company believes are necessary to consider to form a basis for making judgments about the
carrying values of assets and liabilities, the recorded amounts of revenue and expenses, and the disclosure of
contingent assets and liabilities. The Company is subject to uncertainties such as the impact of future events,
economic, environmental and political factors, and changes in the Company s business environment; therefore, actual
results could differ from these estimates. Accordingly, the accounting estimates used in the preparation of the
Company s financial statements will change as new events occur, as more experience is acquired, as additional
information is obtained and as the Company s operating environment changes. Changes in estimates are made when
circumstances warrant. Such changes in estimates and refinements in estimation methodologies are reflected in
reported results of operations; if material, the effects of changes in estimates are disclosed in the notes to the
consolidated financial statements. Significant estimates and assumptions by management affect: the allowance for
doubtful accounts, the carrying value of prepaid advertising, the carrying value of long-lived assets (including
goodwill and intangible assets), the amortization period of long-lived assets (excluding goodwill), the carrying value,
capitalization and amortization of software and Web site development costs, the carrying value of investments in
auction rate securities, the provision for income taxes and related deferred tax accounts, certain accrued expenses,
revenue recognition, contingencies, litigation and related legal accruals and the value attributed to employee stock
options and other stock-based awards.

Seasonality

The timing of the Company s revenue is affected by seasonal factors. Advertising and sponsorship revenue within the
WebMD Online Services segment is seasonal, primarily as a result of the annual budget approval process of the
advertising and sponsorship clients of the public portals. This portion of revenue is usually the lowest in the first
quarter of each calendar year, and increases during each consecutive quarter throughout the year. Private portal
licensing revenue within the WebMD Online Services segment is historically highest in the second half of the year as
new customers are typically added during this period in conjunction with their annual open enrollment periods for
employee benefits. Finally, the annual distribution cycle within the WebMD Publishing and Other Services segment
results in a significant portion of the revenue in this segment being recognized in the second and third quarter of each
calendar year.

Net Income (Loss) Per Common Share
Basic income (loss) per common share and diluted income (loss) per common share are presented in conformity with
Statement of Financial Accounting Standards ( SFAS ) No. 128, Earnings Per Share ( SFAS 128 ). In accordance with

SFAS 128, basic income (loss) per common share has been computed using the weighted-average number of shares of
common stock outstanding during the period, increased to give effect to the participating rights of the convertible
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redeemable exchangeable preferred stock. Diluted income (loss) per common share has been computed using the
weighted-average number of shares of common stock outstanding during the period, increased to give effect to
potentially dilutive securities and assumes that any dilutive convertible notes were converted, only in the periods in
which such effect is dilutive. Additionally, for purposes of calculating diluted income (loss) per common share of the
Company, the numerator has been adjusted to consider the effect of potentially dilutive securities of WHC, which can
dilute the portion of
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HLTH CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

WHC s net income (loss) otherwise retained by the Company. The following table presents the calculation of basic and
diluted income (loss) per common share (shares in thousands):

Numerator:

Income from continuing operations

Convertible redeemable exchangeable preferred stock
fee

Income from continuing operations Basic
Interest expense on convertible notes, net of tax
Effect of WHC dilutive securities
Income from continuing operations  Diluted

Income (loss) from discontinued operations, net of tax
Basic and Diluted

Denominator:
Common stock
Convertible redeemable exchangeable preferred stock

Weighted-average shares Basic
Employee stock options, restricted stock and warrants

Convertible notes

Adjusted weighted-average shares after assumed
conversions Diluted

Basic income (loss) per common share:
Income from continuing operations

Income (loss) from discontinued operations
Net income (loss)

Diluted income (loss) per common share:
Income from continuing operations

Income (loss) from discontinued operations

Net income (loss)

Table of Contents

Three Months Ended
September 30,
2008 2007
$ 2,640 $ 10,867
2,640 10,867
(203) (436)
$ 2,437 $ 10,431
$ 93,241 $ 5,704
183,716 179,811
183,716 179,811
3,811 8,260
187,527 188,071
$ 0.01 $ 0.06
0.51 0.03
$ 0.52 $ 0.09
$ 0.01 $ 0.06
0.50 0.03
$ 0.51 $ 0.09

Nine Months Ended
September 30,
2008 2007
463,013 $ 15,590
174
463,013 15,764
8,324
(326) (658)
471,011 $ 15,106
93,159 $ (38,780)
182,838 171,643
7,038
182,838 178,681
3,800 9,805
42,015
228,653 188,486
2.53 $ 0.09
0.51 (0.22)
3.04 $ (0.13)
2.06 $ 0.08
041 (0.21)
2.47 $ (0.13)
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HLTH CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

The Company has excluded convertible subordinated notes and convertible notes, as well as certain outstanding
warrants, restricted stock and stock options, from the calculation of diluted income (loss) per common share during
the periods in which such securities were anti-dilutive. The following table presents the total number of shares that
could potentially dilute income (loss) per common share in the future that were not included in the computation of
diluted income (loss) per common share during the periods presented (shares in thousands):

Three Months Ended Nine Months Ended

September 30, September 30,
2008 2007 2008 2007
Options, restricted stock and warrants 28,806 21,054 32,879 20,175
Convertible notes 42,015 42,015 42,015
70,821 63,069 32,879 62,190

Income Taxes

The income tax provision of $7,679 and $34,623 for the three and nine months ended September 30, 2008,
respectively, and $2,977 and $4,404 for the three and nine months ended September 30, 2007, respectively, represents
taxes for federal, state and other jurisdictions. The Company recorded an income tax provision related to discontinued
operations of $8,813 and $8,143 for the three and nine months ended September 30, 2008, respectively, and an income
tax provision of $823 and $1,461 for the three and nine months ended September 30, 2007, respectively, included in
loss from discontinued operations, net of tax in the accompanying consolidated statements of operations. While the
majority of the gain on the 2008 EBSCo Sale (as defined in Note 3) was offset by net operating loss ( NOL )
carryforwards, certain alternative minimum tax and other state taxes were not offset resulting in a provision of
approximately $24,000 for the nine months ended September 30, 2008. The income tax provision for the nine months
ended September 30, 2008 excludes a benefit for the impairment of auction rate securities, as it is currently not
deductible for tax purposes.

Recent Accounting Pronouncements

On May 9, 2008, the Financial Accounting Standards Board ( FASB ) issued FASB Staff Position ( FSP ) Accounting
Principles Board ( APB ) Opinion No. 14-1, Accounting for Convertible Debt Instruments That May Be Settled in Cash
upon Conversion (Including Partial Cash Settlement) ( FSP APB 14-1 ). The FSP will require cash settled convertible
debt to be separated into debt and equity components at issuance and a value to be assigned to each. The value

assigned to the debt component will be the estimated fair value, as of the issuance date, of a similar bond without the
conversion feature. The difference between the bond cash proceeds and this estimated fair value will be recorded as a
debt discount and amortized to interest expense over the life of the bond. Although FSP APB 14-1 would have no

impact on the Company s actual past or future cash flows, it will require the Company to record a significant amount

of non-cash interest expense as the debt discount is amortized. As a result, there will be a material adverse impact on

the results of operations and earnings per share. In addition, if the convertible debt is redeemed or converted prior to
maturity, any unamortized debt discount will result in a loss on extinguishment. FSP APB 14-1 will become effective
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January 1, 2009, and will require retrospective application.

On April 25, 2008, the FASB issued FSP FAS 142-3, Determination of the Useful Life of Intangible Assets. This FSP
amends the factors that should be considered in developing renewal or extension assumptions used to determine the
useful life of a recognized intangible asset under SFAS No. 142, Goodwill and Other Intangible Assets ( SFAS 142 ).
The intent of this FSP is to improve the consistency between the useful life of a recognized intangible asset under

SFAS 142 and the period of expected cash flows used to measure the fair value of the asset under SFAS No. 141
(Revised 2007), Business Combinations, and other U.S. GAAP. This FSP is effective for financial statements issued
for fiscal years beginning after December 15,

10
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HLTH CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

2008, and interim periods within those fiscal years. Early adoption is prohibited. The Company is currently evaluating
the impact that this FSP will have on its operations, financial position and cash flows.

In December 2007, the FASB issued SFAS No. 141 (Revised 2007), Business Combinations ( SFAS 141R ), a
replacement of SFAS No. 141. SFAS 141R is effective for fiscal years beginning on or after December 15, 2008 and
applies to all business combinations. SFAS 141R provides that, upon initially obtaining control, an acquirer shall
recognize 100 percent of the fair values of acquired assets, including goodwill, and assumed liabilities, with only
limited exceptions, even if the acquirer has not acquired 100 percent of its target. As a consequence, the current step
acquisition model will be eliminated. Additionally, SFAS 141R changes current practice, in part, as follows:

(1) contingent consideration arrangements will be fair valued at the acquisition date and included on that basis in the
purchase price consideration; (2) transaction costs will be expensed as incurred, rather than capitalized as part of the
purchase price; (3) pre-acquisition contingencies, such as legal issues, will generally have to be accounted for in
purchase accounting at fair value; and (4) in order to accrue for a restructuring plan in purchase accounting, the
requirements in SFAS No. 146, Accounting for Costs Associated with Exit or Disposal Activities, would have to be
met at the acquisition date. While there is no expected impact to the Company s consolidated financial statements on
the accounting for acquisitions completed prior to December 31, 2008, the adoption of SFAS 141R on January 1, 2009
could materially change the accounting for business combinations consummated subsequent to that date and for tax
matters relating to prior acquisitions settled subsequent to December 31, 2008.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements
An Amendment of ARB No. 51 ( SFAS 160 ). SFAS 160 requires the recognition of a noncontrolling interest (minority
interest) as equity in the financial statements and separate from the parent s equity. The amount of net income
attributable to the noncontrolling interest will be included in consolidated net income on the face of the results of
operations. SFAS 160 clarifies that changes in a parent s ownership interest in a subsidiary that do not result in
deconsolidation are equity transactions if the parent retains its controlling financial interest. In addition, this statement
requires that a parent recognize a gain or loss in net income when a subsidiary is deconsolidated. Such gain or loss
will be measured using the fair value of the noncontrolling equity investment on the deconsolidation date. SFAS 160
also includes expanded disclosure requirements regarding the interests of the parent and its noncontrolling interest.
SFAS 160 is effective for financial statements issued for fiscal years beginning after December 15, 2008 and is to be
applied prospectively as of the beginning of the fiscal year in which the statement is applied. Early adoption is not
permitted. The Company is currently evaluating the impact that SFAS 160 will have on its operations, financial
position and cash flows.

2. Discontinued Operations

In November 2007, the Company announced its intention to explore potential sales transactions for its ViPS and Porex
businesses and in February 2008, the Company announced its intention to divest these segments. As a result, the
financial information has been reclassified to discontinued operations in the accompanying consolidated financial

statements.

11

Table of Contents 20



Edgar Filing: HLTH CORP - Form 10-Q

Table of Contents

HLTH CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
Porex

Summarized operating results for Porex for the three and nine months ended September 30, 2008 and 2007 are as
follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Statement of Operations Data:
Revenue $ 23,131 $ 21,867 $ 71,518 $ 69,579
Earnings before taxes 5,001 4,820 13,002 15,587

The major classes of assets and liabilities of Porex as of September 30, 2008 and December 31, 2007 are as follows:

September 30, December 31,

2008 2007

Assets of discontinued operations:

Accounts receivable, net $ 12,955 $ 12,922
Inventory 12,121 11,772
Property and equipment, net 22,231 21,176
Goodwill 42,960 43,283
Intangible assets, net 24,750 24,872
Deferred tax asset 1,420 1,420
Other assets 3,454 3,554
Total Assets $ 119,891 $ 118,999
Liabilities of discontinued operations:

Accounts payable $ 1,983 $ 1,533
Accrued expenses 6,587 7,684
Deferred tax liability 24,583 24,375
Other long-term liabilities 101
Total Liabilities $ 33,153 $ 33,693

ViPS

On July 22, 2008, the Company completed the sale of its ViPS segment ( ViPS Sale ) to an affiliate of General
Dynamics Corporation ( General Dynamics ) for $224,842 in cash, which reflects the effect of a preliminary estimate of
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the amount of a customary working capital adjustment to the contractual purchase price of $225,000 in cash. The
actual amount of the working capital adjustment has not yet been determined. The Company incurred approximately
$1,337 of professional fees and other expenses associated with the ViPS Sale during the three months ended
September 30, 2008. In connection with the sale, the Company recognized a pre-tax gain of $96,566, which is
included in income from discontinued operations in the accompanying consolidated statements of operations during
the three months ended September 30, 2008.

12
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HLTH CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Summarized operating results for ViPS for the periods July 1, 2008 through July 22, 2008, January 1, 2008 through

July 22, 2008 and the three and nine months ended September 30, 2007 are as follows:

For the
Period For the Period
July 1, 2008 Three Months January 1, 2008
to Ended to
September 30,
July 22,2008 2007 July 22, 2008
Statement of Operations Data:
Revenue $ 5292 $ 24307 $ 57,497
Earnings before taxes 270 1,412 8,121

The major classes of assets and liabilities of ViPS as of December 31, 2007 are as follows:

Assets of discontinued operations:
Accounts receivable, net

Property and equipment, net
Goodwill

Intangible assets, net

Deferred tax asset

Other assets

Total Assets

Liabilities of discontinued operations:
Accounts payable

Accrued expenses and other
Deferred revenue

Deferred tax liability

Total Liabilities

ACS/ACP Business

$

Nine Months
Ended
September 30,
2007
76,851
4211
$ 17,240
4,020
71,253
47,815
804
2,833
$ 143,965
$ 1,599
4,370
10,982
16,924
$ 33,875

As of December 31, 2007, the Company, through WHC, entered into an Asset Sale Agreement and completed the sale
of certain assets and certain liabilities of its medical reference publications business, including the publications ACP
Medicine and ACS Surgery: Principles and Practice. The assets and liabilities sold are referred to below as the

ACS/ACP Business. ACP Medicine and ACS Surgery are official publications of the American College of Physicians
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and the American College of Surgeons, respectively. As a result of the sale, the historical financial information of the
ACS/ACP Business has been reclassified as discontinued operations in the accompanying consolidated financial
statements for the prior year period. The Company will receive net cash proceeds of $2,809, consisting of $1,734
received during the quarter ended March 31, 2008 and the remaining $1,075 to be received during the quarter ending
December 31, 2008. The Company incurred approximately $800 of professional fees and other expenses associated
with the sale of the ACS/ACP Business. In connection with the sale, the Company recognized a gain of $3,394 in the
three months ended December 31, 2007. Summarized operating results for the discontinued operations of the
ACS/ACP Business for the three and nine months ended September 30, 2007 were as follows:

Three Months Nine Months
Ended Ended
September 30, 2007 September 30, 2007

Statement of Operations Data:
Revenue $ 1,100 $ 3,327
(Loss) earnings before taxes (10) 210

13
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HLTH CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
EPS

On September 14, 2006, the Company completed the sale (the EPS Sale ) of Emdeon Practice Services, Inc. (together
with its subsidiaries, EPS ) to Sage Software, Inc. ( Sage Software ). The Company has certain indemnity obligations to
advance amounts for reasonable defense costs for initially ten, and now eight, former officers and directors of EPS,
who were indicted in connection with the previously disclosed investigation by the United States Attorney for the
District of South Carolina (the Investigation ), which is more fully described in Note 12, Commitments and
Contingencies. In connection with the EPS Sale, the Company agreed to indemnify Sage Software relating to these
indemnity obligations. During the quarter ended June 30, 2007, based on information it had recently received at that
time, the Company determined a reasonable estimate of the range of probable costs with respect to its indemnification
obligation and accordingly, recorded a pre-tax charge of $57,774, which represented the Company s estimate of the
low end of the probable range of costs related to this matter. The Company had reserved the low end of the probable
range of costs because no estimate within the range was a better estimate than any other amount. That estimate
included assumptions as to the duration of the trial and pre-trial periods, and the defense costs to be incurred during
these periods. During the quarter ended December 31, 2007 and again during the quarter ended June 30, 2008, the
Company updated the estimated range of its indemnification obligation based on new information received during
those periods, and as a result, recorded additional pre-tax charges of $15,573 and $16,980, respectively, each of which
reflected the increases in the low end of the probable range of costs related to this matter. The probable range of future
costs with respect to this matter is estimated to be approximately $47,400 to $70,400, as of September 30, 2008 which
includes costs that have been incurred prior to, but were not yet paid, as of September 30, 2008. The ultimate outcome
of this matter is still uncertain, and the estimate of future costs includes assumptions as to the duration of the trial and
the defense costs to be incurred during the remainder of the pre-trial period and during the trial period. Accordingly,
the amount of cost the Company may ultimately incur could be substantially more than the reserve the Company has
currently provided. If the recorded reserves are insufficient to cover the ultimate cost of this matter, the Company will
need to record additional charges to its consolidated statement of operations in future periods. The accrual related to
this obligation was $47,399 and $55,563 as of September 30, 2008 and December 31, 2007, respectively, and is
included within liabilities of discontinued operations in the accompanying consolidated balance sheets.

Also included within liabilities of discontinued operations related to this matter is $19,912 which represents
reimbursements received from the Company s insurance carriers between July 31, 2008 and September 30, 2008. The
Company deferred recognizing these insurance reimbursements within the statement of operations given the pending
Coverage Litigation. For more information regarding the Coverage Litigation, see Note 12.

3. Emdeon Business Services

On November 16, 2006, the Company completed the sale of a 52% interest in its Emdeon Business Services segment
( 2006 EBS Sale ) to an affiliate of General Atlantic LLC ( GA ). The 2006 EBS Sale was structured so that the
Company and GA each own interests in a limited liability company, EBS Master LLC ( EBSCo ), which owns the
entities comprising EBS through a wholly owned limited liability company, Emdeon Business Services LLC. During
the three months ended June 30, 2007, the Company recognized a gain of $399 which related to the finalization of the
working capital adjustment in connection with the 2006 EBS Sale.

Beginning on November 17, 2006, the Company s remaining 48% ownership interest in EBSCo was reflected as an
investment in the Company s consolidated financial statements, accounted for under the equity method and the
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Company s share of EBSCo s net earnings was reported as equity in earnings of EBS Master LLC in the accompanying
consolidated statements of operations through February 8, 2008.
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HLTH CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

On February 8, 2008, the Company entered into a Securities Purchase Agreement and simultaneously completed the
sale of its 48% minority ownership interest in EBSCo (the 2008 EBSCo Sale ) for $575,000 in cash to an affiliate of
GA and affiliates of Hellman & Friedman, LL.C. In connection with the 2008 EBSCo Sale, the Company recognized a
pre-tax gain of $538,024. The Company expects to utilize a portion of its federal NOL carryforwards to offset a
portion of the tax liability that would otherwise result from the 2008 EBSCo Sale.

The Company s share of EBSCo s net earnings is reported as equity in earnings of EBS Master LLC in the
accompanying consolidated statements of operations for the three and nine months ended September 30, 2007 and for
the period January 1, 2008 through February 8, 2008, the closing date of the 2008 EBSCo Sale. The difference
between the equity in earnings of EBS Master LLC in the accompanying consolidated statements of operations and
48% of the net income of EBSCo is principally due to the amortization of the excess of the fair value of EBSCo s net
assets as adjusted for in purchase accounting, over the carryover basis of the Company s investment in EBSCo. The
following is summarized financial information of EBSCo for the period January 1, 2008 through February 8, 2008 and
for the three and nine months ended September 30, 2007:

For the Period
January 1, 2008 Three Months Nine Months
to Ended Ended
September 30,

February 8, 2008 September 30, 2007 2007
Statement of Operations Data:
Revenue $ 94,481 $ 202,954 $ 602,589
Cost of operations 44,633 94,712 280,786
Net income 5,551 9,999 26,798

4. Termination of Proposed Merger with WHC

On February 20, 2008, the Company and WHC entered into an Agreement and Plan of Merger (the Merger
Agreement ), pursuant to which the Company would merge into WHC (the WHC Merger ), with WHC continuing as
the surviving corporation. The Merger Agreement was amended on May 6, 2008 and September 12, 2008. Pursuant to
the terms of a Termination Agreement entered into on October 19, 2008 (the Termination Agreement ), the Company
and WHC mutually agreed, in light of recent turmoil in financial markets, to terminate the Merger Agreement. The
termination was by mutual agreement of the companies and was unanimously approved by the Board of Directors of
each of the companies and by a special committee of independent directors of WHC. The Termination Agreement
maintains the Company s obligation, under the terms of the Merger Agreement, to pay the expenses of WHC incurred
in connection with the merger. Under the Termination Agreement, the Company and WHC also agreed to amend the
Amended and Restated Tax Sharing Agreement, dated as of February 15, 2006, between them (the Tax Sharing
Agreement ) so that, for tax years beginning after December 31, 2007, the Company will no longer be required to
reimburse WHC for use of NOL carryforwards attributable to WHC that may result from certain extraordinary
transactions by the Company. The Tax Sharing Agreement has not, other than with respect to certain extraordinary
transactions by the Company, required either the Company or WHC to reimburse the other party for any net tax
savings realized by the consolidated group as a result of the group s utilization of WHC s or the Company s NOL
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carryforwards during the period of consolidation, and that will continue following the amendment. The Termination
Agreement also provided for the Company to assign to WHC the Amended and Restated Data License Agreement,
dated as of February 8, 2008, among the Company, EBSCo and certain affiliated companies.
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