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<<Gary Taylor, Analyst, Cowen & Company, LLC>> 
 
Hey, good afternoon, everybody. Thanks for joining us. Gary Taylor, healthcare facilities and 
managed care for Cowen. Hosting LHC Group. LHC is a national provider of in-home healthcare 
services for communities around the nation companies. 30,000 plus employees deliver home 
care, hospice home and community-based services, and facility based care in 37 states in the 
District of Columbia. And this afternoon we have the President and COO, Josh Proffitt, joining 
us for a half hour to talk about the company. 
 
So Josh welcome. We’ve decided we’re going to move right into Q&A. So we’ll get right to it. 
One of the first is, I just want to discuss kind of how you guys are looking at the growth 
algorithm for your different segments kind of coming through COVID interruption period. And 
what do you think revenue growth looks like as we kind of return to normal, and you’ve talked 
about EBITDA margin targets in 2023 and 2024 of 13% to 15%, which would take total 
EBITDA power – earnings power up, almost 20% to 40% for where the margins stand today. 
 
So walk us through how you see the two largest segments Home Health and Hospice, like what 
returned normal growth looks like there? 
 
<<Joshua Proffitt, President and Chief Operating Officer>> 
 
Yeah, sure. Gary, and thanks to you for hosting this and to Cowen for hosting a great conference 
so far. We’ve had some real good meetings throughout the day today. So again, thanks for 
including us. Obviously while we’re not going to provide specific guidance for years that far out, 
I think probably the best way to walk you through is by highlighting several of the growth levers 
we have, in addition to some of the cost drivers. And when you combine the growth and the cost 
side, it gives us great confidence in the sequential improvements; we’ve baked in throughout 
2022 that will give us that velocity, if you will to have momentum heading into 2023. And then 
those kind of out years that you were describing that we referenced on the earnings call. 
 
So, first of all, the strong demand that we’re experiencing really shows no sign to letting up with, 
at home care, coming to the forefront right now. So overall, we do see a strong and improving 
environment just for top-line growth in general for both of our Home Health and Hospice 
segments. This one’s more near and midterm, but I think it, give validities to some of that 
momentum as we enter the back half of this year and enter into 2023. And that’s the ability to get 
more of our clinicians back half of quarantine and reduce the reliance on contract labor to meet 
this growing demand. 
 
In addition to accelerating our growth, our labor costs should be stabilizing along with the 
reduced cost associated with COVID throughout our supply chain and some of the other cost 
drivers that have gone up. So, I would expect, we’ll get a little bit more into labor and future 



questions throughout this call. So, I won’t dive in deep there, but I would put that one as a labor 
for sure. Another lever that gives us confidence in that, out year growth outlook is, future rate 
updates. We would anticipate that future rate updates with factor and wage inflation over the 
next few years and therefore provide a little bit of relief from the higher labor costs that we’ve 
experienced. 
 
But getting to the volume growth drivers, I’d probably maybe mention three, for you real quick. 
That I’m confident that will con contribute to the growth and the EBITDA algorithms which are, 
first and foremost we’re expecting organic growth conservatively and Home Health to be 5% to 
7% and hospice to be 6% to 8%. And as we’ve highlighted recently the demand is much higher 
than that for our services, and we’ve most definitely experienced prior years north of those 
levels. So, I would say Gary, that’s a pretty conservative proxy for the next few years could look 
like organically. And as the labor environment continues to stabilize, we could see organic 
growth higher than those levels. 
 
Next, I would expect to continue driving growth through our joint ventures and with selective 
tuck-in M&A activity that would continue to grow and leverage our national platform in both of 
our service lines following the real kind of explosive growth year we had last year in M&A, I 
would continue to see some of that going forward and this inorganic growth as we’ve shown 
before it follows with organic growth at a higher clip and then contribution margins coming on 
the hills of that. 
 
So then, lastly, on the inorganic side, maybe I would add that, we’re going to be very purposeful 
in expanding our footprint to drive additional market share gains that will also create additional 
EBITDA expansion. And one of those areas that we’ve talked a lot about is that untapped growth 
from co-locating our Home Health with a Hospice or with an HCBS or a Hospice with an HCBS. 
So you’re going to see more and more of that between now and 2023, 2024. So you kind of put 
all those growth levers together. And it gives me a lot of confidence in those out years. 
 
And then, lastly, I would say on the cost side, we continue to look for areas where we can gain 
more efficiencies. We’ve highlighted the $25 million cost improvement initiatives that we’ve got 
baked in to this year that we talked about on our last earnings call. And I would say, we’ll 
continue to look at ways to leverage our G&A as we grow the company. So for all those reasons, 
Gary, I would say, feel very confident in kind of that 2023, 2024 and beyond outlook, and 
probably more bullish than I have been in quite some time at the growth potential of the 
company. 
 
<<Gary Taylor, Analyst, Cowen & Company, LLC>> 
 
Gotcha. What’s the impact of turning deferrals away and I think through COVID at a much 
faster rate than you’ve had to historically. So, I mean, you literally just don’t have the clinicians 
be able to service the demand that you’re seeing. So where’s that demand going? Is it falling 
more to competitors? Is it people getting backed up in the hospital a little longer? Is it going to 
other post-acute sites of care? Is it people that just aren’t getting initiated on hospice care? And is 
there any implication of that once we kind of get back to normal just in terms of how your 
position? 



 
<<Joshua Proffitt, President and Chief Operating Officer>> 
 
Sure, sure. So, there’s been a lot of headlines, as you know on, rejection rates and referrals not 
admitted that you’re referring to. What I would tell you is, I don’t believe that, that’s resulting in, 
losing market share to competitors. Because we got pretty strong data, especially with a few data 
points out there. That’s been public on the rates that others are experiencing where we’re 
significantly below those levels. And we’ve seen an increase in not admitted, but nowhere near 
as dramatic as what we’re hearing and reading in the space. So that would lead me to believe that 
it’s not going to competitors. 
 
I think some of the other pieces to your assumption may be accurate where either they’re held up 
in a facility a little bit longer than they otherwise would, and the initiation of care starts a bit 
delayed that could be in play some within the industry and what you’re seeing in the length of 
stay dynamics, especially on the hospice side. But what I guess, we’re watching more closely is, 
if we have a slight delay in processing the admission, still staying in contact with both the 
referral source and the patient as appropriate to be able to get them, as quickly as we get an 
employee back from quarantine, or we’re able to hire to be able to get that throughput coming. 
 
So that really Gary, when you look at the growth in the referral sources and we’ve, really put a 
lot of that data out there, you want to keep good relations and keep that sticky, so to speak. So, 
all in all, I feel like we’re in a really good position as it relates to the referral dynamic and as the 
labor market is improving, and we’re seeing that we’re really seeing, census and admits start to 
take off again. 
 
<<Gary Taylor, Analyst, Cowen & Company, LLC>> 
 
Just moving on to the labor environment you you’ve guided for higher costs than you would 
typically see are historically seen in 2022, I guess my own personal view is, with Omicron being 
sort of the third significant wave of COVID in a two year period of time, our expectation is 
almost any provider knock on wood – we don’t see another wave has surely seen, the peak of 
contract labor and overtime, and resignations and turnover. Like surely we’ve seen the peak and 
it may not, may not be improving very quickly yet, but I have a hard time imagining that three 
months from now, six months from now, this question about labor costs and availability hasn’t 
improve to some degree. Do you share that view? 
 
And do you think – the other part of the question is, how do you think Home Health and Hospice 
is positioned for these clinicians, as we we’ve seen hospital nurses that were in the ER or the 
ICU completely burned out and if they were older in retirement age and some of them have 
given up and moved on, but you didn’t see quite that level of pressure and term over at some 
ambulatory sites that weren’t necessarily, there’s like nine to five jobs scheduled surgeries, not as 
exposed to sort of the COVID business. It strikes me that your labor force is, is kind of a 
different type of nurse who more independent perhaps gets to sort of control their own hours and 
number of visits doesn’t have to work, 12 hour shifts sort of thing. So, two things, one, how do 
you think this intense pressure around the first quarter, develops over the course of the year and 



just longer term, does it make Home Health and Hospice nursing more or less attractive versus, 
where you’re going to be competing with for this workforce? 
 
<<Joshua Proffitt, President and Chief Operating Officer>> 
 
Sure, sure. So maybe I’ll break it down in two ways, on just the sheer cost side, and then the 
availability side. Because I really like the way you frame that up. On the cost side we’ve baked 
in about a 3% to 5% as you know, increase in labor costs year-over-year in our 2022 guidance, 
we’re estimating 3% to 5% increase over 2021. And the increase includes as you just pointed out 
higher contract labor for sure, in the first half. And I think as you were framing up your question, 
you even said, three to six months that’s very consistent with our expectations. We’re starting to 
see it moderate. We’re starting to see incremental and sequential improvement there. And all the 
metrics that we’re monitoring, whether it’s contract labor utilization, employees on quarantine, 
the level of sign on and retention bonuses, all those key variables are starting to moderate. 
 
Now, I do believe it’s going to take that kind of three to six month timeframe, which if you look 
in our supplemental deck we provided, we gave some real granular kind of quarter-over-quarter 
expectations of how that’s going to moderate throughout the year. Just maybe to focus in on one 
component of that we’re assuming about 4% contract nursing utilization in Q1 with a step down 
of about a 100 basis points in each of Q2 and Q3. Pre-pandemic, we ran about 1% to 1.5% of 
nursing visits that were performed by contract labor. So it, if that progression plays out, like we 
believe it to, then we’ll be back to kind of a normalized range back half of this year entering next 
year. 
 
So, as I think about the second part of your question, Gary, on just the preference of the nursing 
pool, there’s so much out the there about just the shortage overall in the nursing pool. I do think 
we are in a unique position with maybe a preferred side of care, not only for patients and 
families, but for the nurses themselves. When you come into to Home Health and Hospice, you 
have a much more flexible schedule and more and more as we’re engaging and we put a lot of 
stats out there about our hiring velocity and the number of gross and net hires we’re experiencing 
a lot of those are not only, describing what you just said, just the burnout and, being tired from in 
facility work. 
 
But they’re also just looking for more flexibility and the ability to work their schedule around 
some of their other demands and throughout COVID, those demands have also included, my kids 
might be in quarantine or they might be at having schooling at home virtually or what have you. 
So, I do think, we’ve had more flow into our industry than previously, and that’s not just kind of 
anecdotal or a gut feeling for you. We monitor every month where our hires are coming from, 
and over the last six months, we have seen month-over-month and increase in our new hires that 
came out of institutional settings. So, I think that does really support the point you made. 
 
<<Gary Taylor, Analyst, Cowen & Company, LLC>> 
 
Interesting. Just because it’s so related I’m going to a client question early, because it’s sort of on 
this topic. One more can LHC do to shift its care delivery service model from being human 
capital dependent to including more technology to replace some of that human capital is that 



possible? There’s some examples. I mean, I know in some cases you use more virtual care, 
telemedicine during the pandemic is that are there elements of that weren’t just expedient, but 
should become sort of permanent part of what you’re doing or are not? 
 
<<Joshua Proffitt, President and Chief Operating Officer>> 
 
Yeah, no, it definitely kind of like the relationship with the referral sources, I would say, that’s 
getting more and more sticky as well. Telehealth and other forms of virtual patient encounters 
will never replace the need for, and the importance of in-home in-person visits. But they’ve 
certainly become a bigger part of our care plan throughout the pandemic. And Gary, I would say 
that’s one of the – not only lessons learned, but one of the benefits to maybe the evolution of 
delivering care in the home that we have learned throughout the past few years of the pandemic 
is, how to best leverage and utilize technologies. And not only does it have a benefit to, how you 
deliver the care, it also has a benefit to things like efficiency in your workforce while you’ve got, 
the pent-up demand with a labor supply issue. So it’s multifaceted and it’s benefit. But I think 
it’s here to stay. 
 
Last year we performed, I want to say 8.5 million in home visits and an additional 1.5 million or 
so telehealth or virtual visits on top of that. And we monitor very closely and I got to tell you, 
I’m very proud of the fact that we’ve continued our longstanding and really our unwavering 
commitment to delivering leading quality outcomes and patient satisfaction scores while we 
continue to track and see improvements on quality while we do some downward substitution 
through, telehealth, and telemonitoring and other virtual platforms. So I would say it is kind of 
here to stay. I think over time, we’re all going to learn even more how to utilize that and to 
benefit further from it. 
 
But every step along the way, we’re all ways at LHC Group want to make sure that the 
correlation between what does the patient need, the number of patient encounters. And I think 
Gary, you’re going to hear us talk more and more about patient encounters over time, as opposed 
to the traditional visits per episode, VPE that everybody, has gotten accustomed to. Because I 
mean, it is proving itself out, especially in value based kind of reimbursement models that the 
more encounters you make and sometimes even when you make the encounters, whether it be on 
a Friday, on a weekend, to prevent a patient from, being admitted into a facility or, whatnot. I do 
think we’re learning a lot in that whole area of virtual health. 
 
<<Gary Taylor, Analyst, Cowen & Company, LLC>> 
 
Got it. Moving on a little bit to other types of costs anything else in a more inflationary 
environment that has your eye, I know, PPE was a big issue last year, but and in a lot of ways, 
supply chains improved there. And we also hope, the demands there will diminish, but, I’ve had 
a few questions about your exposure to gasoline costs, and reimbursing folks nurses. And it’s 
probably been 10 or 15 years since anybody asked me about, your exposure to gasoline, but 
suddenly with gas above $4 nationally, it’s back on the equation. So maybe specifically just on 
fuel, kind of where that runs as part of your cost structure, what you’re anticipating there. And is 
there anything else outside of, labor and fuel that you’ve got your IO? 
 



<<Joshua Proffitt, President and Chief Operating Officer>> 
 
Yeah. Great question. And much like you, we’ve been getting more questions in the last few 
weeks around gasoline than we have in the last decade as well. So you’re not alone in receiving 
those questions. As with most metrics, you might expect with us, we track and monitor that very 
closely. And in 2021, our transportation as a percent of revenue was around a little, over 2%, 
2.2% or so. We at LHC, we typically adjust our mileage rates usually twice a year. We’ve got a, 
formula from AAA that calculates the rates by geographic region. We did do some analysis just 
this past week actually that if we were to move up our adjustment date which is still a little bit 
further out from now and adjust rates to the current fuel prices using our formula, that would 
add, an additional call it 2 million and transportation costs in 2022, over 2021 on a same-store 
basis. 
 
But that only increases our cost as a percent of revenue from 2.2, up to about 2.3 little north of 
2.3 which is actually Gary, what we have in our guidance number already. So, where it sits now, 
I feel really comfortable that, we can make the necessary adjustments to meet the needs of our 
workforce while, still being able to manage and contribute the EBITDA down to the bottom line. 
Back, it’s funny; we both referenced a decade ago. It probably was a decade ago when we saw, 
transportation be more in that 4% range. Yeah. But that was really before we were more efficient 
with the use of our EMR and we were a lot less sophisticated with our wrap planning than we are 
today. 
 
So the gas issue really doesn’t, concern me. And then I guess the last part of your question was, 
anything else we got our eye on, PPE is, much more normalized. I would say in our cost 
initiatives we’re also looking really hard at our pharmacy costs, especially in Hospice and our 
med supply costs. And as we’ve grown over the past few years, going back to some of those 
vendors and leveraging our size and our scale in certain key markets to drive some of those costs 
down as well. 
 
<<Gary Taylor, Analyst, Cowen & Company, LLC>> 
 
Thank you. I want to; I’m going to skip ahead a little bit just an acquisition update. You guys did 
a lot last year, particularly in Hospice, we heard a lot about how Hospice multiples have 
particularly have moved a lot of higher Home Health multiples have as well. So over the next 
couple years, where do you think level of activity lies? What do you think direction of multiples 
goes? There’s been a thesis for some time that; you’re going to be one of the companies that are 
really consolidating a lot of the smaller providers. And they seem to be, holding on maybe a little 
more than people thought. So give us sort of big picture there. 
 
<<Joshua Proffitt, President and Chief Operating Officer>> 
 
Yeah, no. So, I guess I would start, just to make clear, consistent with, how we always do it. We 
haven’t baked any future M&A into our numbers. So our 2022 guide has everything we closed 
last year, but there’s no expected M&A in those numbers. Now, obviously we expect M&A, and 
as we noted on our Q4 call, I wouldn’t expect it to be at the level of last year. I mean last year 



really was a record year of M&A activity for us. And last year was more heavily weighted, 
obviously in Hospice, than in years past or than what we would expect, for this year. 
 
I think this year will be primarily focused on, really integrating those acquisitions and being very 
deliberate in getting them to perform at our expected standards, which typically takes 12 to 18 
months. So, we’re going to be laser focused there. But we do expect Gary to be on the forefront 
of consolidation, and like you alluded to, maybe it’s not happened as quickly following the Hills 
of PDGM, but for a pandemic, we all expected, it to have happened sooner. But, I would expect 
the acquisitions that we would do this year to be more along the lines of filling out our 
collocation, tri-location strategies, maybe more of those smaller transactions that you just 
described. And more joint ventures we’re, engaged in more conversations right now with other 
hospitals and health systems, to come in and are their partner, whether it be Home Health or 
Home Health and Hospice. 
 
And when you think about multiples, we’ve seen them begin to moderate for both Home Health 
and Hospice. But there really are different tiers if you will, of multiple for those large 
acquisitions, but you have seen more multiple expansions over the past few years. But when I 
think about our strategy for the next year or two, and more tuck-in deals, more joint ventures, 
being a consolidator at a local market level and Home Health and Hospice those multiples tend 
to be lower. And feel like we’ll be able to, continue to grow, do so at multiples that will generate 
really good returns for us. 
 
And even in the larger deals, even in the ones that we closed last year, without getting into all the 
specifics, I would just, reiterate that, we’re always disciplined in our approach to M&A, and the 
multiples that we pay and have pretty high standards internally for what we’re turns we’ll get. 
And even with the ones where maybe the multiple was a little higher at the early part of last year 
feel really good about the trajectory that those are on. 
 
<<Gary Taylor, Analyst, Cowen & Company, LLC>> 
 
Thanks. Moving on to PDGM. So, I think we’re waiting on just maybe next week and couple 
weeks for MedPAC OS report to CMS about the rollout of PDGM, which I guess is really going 
to get at the behavioral adjustment. Was it appropriate? Was it enough? Was it too small et cetera 
and whatever CMS is going to propose, I think we’d see, this summer for 2023. Part of me thinks 
how could have any conviction taking any measurement from the last couple years, which was 
pandemic related to make a decision about this, but a couple sources sort of, seem to suggest 
they were maybe a little bit worried about the initial proposal, et cetera. So where do you stand 
on this? Do you guys have a thought about it? Are you worried about it? Do you think it’s 
premature, you making any adjustments, where do you stand? 
 
<<Joshua Proffitt, President and Chief Operating Officer>> 
 
Yeah. I do think it’s premature to try and read too many leaves and make any adjustments. So let 
me start there, with regard to PDGM, I guess I would, our best point, our best tangible point of 
reference is what just happened in the rate increase in 2022. And for that to come in, at an 
increase around 3.2%, underneath that, as you dig in a little bit deeper, in our comments of the 



rule that was presented, particularly through the partnership for quality home care, which is one 
of our trade associations labor costs, and some other data was, really successfully recognized. 
We believe in the final rule between, the proposed rule and the final rule that was, shown to be 
relevant to the final rate increase. 
 
So, we’re already working as an industry, partnership with the partnership as part of our planning 
for the 2023 rule that we would expect the proposal to come out in July will likewise be 
submitting data that we hope to once again, be persuasive to mitigate any cuts that may be 
proposed. You just talked about kind of how maybe muddy the comp periods and the past time 
period is for that kind of analysis. The one thing that is not muddy though, Gary is the labor 
pressure and the wage increases. And there’s plenty of data that demonstrates that if anything, 
you know, rates need to be increased to help offset the wage increases that have been 
experienced in the industry. So, hard to tell what MedPAC may put out there or what might even 
be in the proposed rule from CMS. But I do feel like our industry and our advocates will, you 
know, be able to demonstrate through data, why that doesn’t make sense. 
 
<<Gary Taylor, Analyst, Cowen & Company, LLC>> 
 
Thanks. In the last minute here, I’m going to try one more time. The client question about 
technology to help replace or supplement human capital. Is there any new technology you’re 
looking at implementing that might help you become more efficient at managing your human 
capital? 
 
<<Joshua Proffitt, President and Chief Operating Officer>> 
 
I mean, we’re always, piloting and looking at, you know different technologies. So the short 
answer is, is yes. But Gary, as you kind of step back, it’s not just where, care delivery innovation 
in concert with payment innovation, I believe is headed and looking at bending total cost of care. 
And some of the things we, we talk about a lot in the industry, whether it’s, you know, sniff at 
home, hospital and home, acute care in the home it’s not just the technology directed at the 
delivering of the care and the monitoring of the patients, but one area that we’re really focused 
on right now is looking at technologies and enhancements, even in the area of logistics 
management. 
 
Because there’s a lot of logistics that are going to have to be managed, whether it’s DME, 
whether it’s meal services, whether it’s, integrating home and community based on top of, to, 
support the more skilled service delivery. So I would, maybe mention that one as well just for, 
from a logistics enhancement standpoint. 
 
<<Gary Taylor, Analyst, Cowen & Company, LLC>> 
 
Okay. Well, we’re at time minute over actually my fault. But Josh, thanks so much for joining 
us. Everybody, thanks for tuning in and we look to continue the conversation. Thanks. 
 
<<Joshua Proffitt, President and Chief Operating Officer>> 
 



Great. Thanks a lot, Gary. 


