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APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALE TO THE PUBLIC:
FROM TIME TO TIME AFTER THE EFFECTIVE DATE OF THIS REGISTRATION STATEMENT.

If the only securities being registered on this Form are being offered
pursuant to dividend or interest reinvestment plans, please check the following
box. [ ]

If any of the securities being registered on this Form are to be offered on
a delayed or continuous basis pursuant to Rule 415 under the Securities Act of
1933, as amended, other than securities offered only in connection with dividend
or interest reinvestment plans, check the following box. [X]

If this Form is filed to register additional securities for an offering
pursuant to Rule 462 (b) under the Securities Act, please check the following box
and list the Securities Act registration statement number of the earlier
effective registration statement for the same offering. [ 1]

If this Form is a post-effective amendment filed pursuant to Rule 462 (c)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement
for the same offering. [ ]

If delivery of the prospectus is expected to be made pursuant to Rule 434,
please check the following box. [ 1]

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE
OR DATES AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT
SHALL FILE A FURTHER AMENDMENT THAT SPECIFICALLY STATES THAT THE REGISTRATION
STATEMENT SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8 (a) OF
THE SECURITIES ACT OR UNTIL THIS REGISTRATION STATEMENT SHALL BECOME EFFECTIVE
ON SUCH DATE AS THE SECURITIES AND EXCHANGE COMMISSION, ACTING PURSUANT TO SAID
SECTION 8 (a), MAY DETERMINE.

(*) The following direct and indirect domestic subsidiaries of Matria are
co-registrants for the purpose of providing guarantees, if any, of
payments of Debt Securities registered hereunder and are, unless
otherwise indicated, organized under the laws of the State of Georgia
and have the I.R.S. Employer Identification Number indicated: Diabetes
Acquisition, Inc. (58-2435656); Gainor Medical Acquisition Company
(58-2366341); Matria Healthcare of Illinois, Inc. (58-2068880); Facet
Technologies, LLC (58-2180675); Diabetes Self Care, Inc., a Virginia
corporation (54-1432116); Quality Oncology, Inc., a Delaware
corporation (54-1776557); Diabetes Management Solutions, Inc., a
Delaware corporation (54-1831718); Matria of New York, Inc., a New York
corporation (58-1873062); Matria Laboratories, Inc. a Delaware
corporation (37-1417957); MarketRing.com, Inc. (58-2392832).
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PROSPECTUS

MATRIA HEALTHCARE, INC.
COMMON STOCK
PREFERRED STOCK
DEPOSITARY SHARES
DEBT SECURITIES
WARRANTS
UNITS

We may offer from time to time the following types of securities:
o shares of our common stock;

o shares of our preferred stock, which may be issued in the form
of depositary receipts representing a fraction of a share of
preferred stock;

o our debt securities in one or more series, which may be senior
debt securities or subordinated debt securities, in each case
consisting of notes or other evidences of indebtedness;

o warrants to purchase any of the securities that may be sold
under this prospectus; or

o any combination of these units individually or as units.

The securities will have an aggregate initial offering price of up to
$150,000,000 or an equivalent amount in U.S. dollars if any securities are
denominated in a currency other than U.S. dollars. The securities may be offered
separately or together in any combination and as a separate series. This
prospectus also covers guarantees, if any, of our payment obligations under any
debt securities, which may be given by certain of our subsidiaries, on terms to
be determined at the time of the offering.

We will provide specific terms of these securities in supplements to
this prospectus. You should read this prospectus and any prospectus supplement,
as well as the documents incorporated or deemed to be incorporated by reference
in this prospectus, carefully before you invest.

Our common stock is traded on the Nasdag National Market under the
symbol "MATR."

OUR BUSINESS INVOLVES SIGNIFICANT RISKS AND UNCERTAINTIES. THESE RISKS
ARE DESCRIBED UNDER THE CAPTION "RISK FACTORS" BEGINNING ON PAGE 4.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE
SECURITIES COMMISSION HAS APPROVED OR DISAPPROVED THESE
SECURITIES OR PASSED UPON THE ACCURACY OR ADEQUACY OF
THIS PROSPECTUS. ANY REPRESENTATION
TO THE CONTRARY IS A
CRIMINAL OFFENSE.
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We may sell these securities directly, through agents, dealers or
underwriters as designated from time to time, or through a combination of these
methods. We reserve the sole right to accept, and together with our agents,
dealers and underwriters reserve the right to reject, in whole or in part, any
proposed purchase of securities to be made directly or through agents, dealers
or underwriters. If any agents, dealers or underwriters are involved in the sale
of any securities, the relevant prospectus supplement will set forth any
applicable commissions or discounts. Our net proceeds from the sale of
securities also will be set forth in the relevant prospectus supplement.

This prospectus may not be used to consummate sales of securities

unless accompanied by the applicable prospectus supplement.

The date of this prospectus is October 28, 2003.
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We have not authorized any person to give any information or to make
any representation in connection with this offering other than those contained
or incorporated by reference in this prospectus, and, if given or made, the
information or representation must not be relied upon as having been authorized
by us. This prospectus does not constitute an offer to sell nor a solicitation
of an offer to buy by anyone in any jurisdiction in which the offer or
solicitation is not authorized or in which the person is not qualified to do so
or to any person to whom it is unlawful to make the offer or solicitation.
Neither the delivery of this prospectus nor any sale under this prospectus
shall, under any circumstances, create any implication that there has been no
change in our affairs since the date of this prospectus, that the information
contained in this prospectus is correct as of any time subsequent to its date,
or that any information incorporated by reference in this prospectus is correct
as of any time subsequent to its date.



Edgar Filing: MATRIA HEALTHCARE INC - Form S-3/A

ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with
the Securities and Exchange Commission, or the SEC, using a "shelf" registration
process. Under this shelf process, we may from time to time sell any combination
of the securities described in this prospectus in one or more offerings.

This prospectus provides you with a general description of the
securities we may offer. Each time we sell securities, we will provide a
prospectus supplement that will contain specific information about the terms of
that offering. The prospectus supplement may also add, update or change
information contained in this prospectus. If there is any inconsistency between
the information in this prospectus and the applicable prospectus supplement, you
should rely on the information in the prospectus supplement. Before you invest,
you should carefully read both this prospectus and the prospectus supplement
including the additional information incorporated by reference and described
below under the heading "Where You Can Find More Information."

You should rely only on the information provided in this prospectus and
in any prospectus supplement, including the information we incorporate by
reference. Neither we nor any underwriters or agents have authorized anyone to
provide you with different information. If anyone provides you with different
information, you should not rely on it. We are not offering the securities in
any jurisdiction where the offer is not permitted. You should not assume that
the information in this prospectus or in any supplement to this prospectus,
including any document incorporated by reference, is accurate at any date other
than the date indicated on the cover page of the documents.

Unless otherwise mentioned or unless the context requires otherwise,
all references in this prospectus to "Matria," "we," "us," "our" or similar
references mean Matria Healthcare, Inc. and its subsidiaries.

FORWARD-LOOKING STATEMENTS

This prospectus, the prospectus supplement and the documents
incorporated by reference herein, contain various forward-looking statements.
Such forward-looking statements include statements relating to the business,
results of operations, and financial condition of Matria. Words such as "will,"
"would, " "may, " "could, " "anticipate," "expects," "intends," "plans,"
"believes, " "seeks, " "estimates" and similar expressions often identify
forward-looking statements.

These forward-looking statements involve risks and uncertainties, and
are not guarantees of our future performance. Many factors, some of which are
described in the "Risk Factors" section of this document or in the documents
incorporated by reference into this document, could cause actual results to
differ materially from those contemplated by the forward-looking statements.
These factors include the following:

o changes in reimbursement rates, policies or payment practices
by third-party payors, whether initiated by the payor or
legislatively mandated;

o the loss of major payors or customers or failure to receive
recurring orders from customers of the mail-order supply
business;

o termination of our exclusive supply agreement with Nipro
Corporation or failure to continue the agreement on the terms
currently in effect;
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impairment of our rights in intellectual property;
increased or more effective competition;

new technologies that render obsolete or non-competitive
products and services offered by us;

changes in or new interpretations of laws or regulations
applicable to us, our customers or referral sources or failure
to comply with existing laws and regulations;

increased exposure to professional negligence liability;

difficulties in successfully integrating recently acquired
businesses into our operations and uncertainties related to
the future performance of such businesses;

losses due to foreign currency exchange rate fluctuations or
deterioration of economic conditions in foreign markets;

changes in company-wide or business unit strategies and
changes in patient drug therapy mix;

the effectiveness of our advertising, marketing and
promotional programs;

market acceptance of our disease management products and our
ability to sign and implement new disease management
contracts;

our inability to successfully manage our growth;

acquisitions that strain our financial and operational
resources;

our inability to forecast accurately or effect cost savings
and clinical outcomes, improvements or penalties for
non-performance under our disease management contracts or to
reach agreement with our disease management customers with
respect to the same;

our inability of our disease management customers to provide
timely and accurate data that is essential to the operation
and measurement of our performance under our disease
management contracts;

increases in interest rates;
financial penalties for failure to achieve expected cost
savings or clinical outcomes in our disease management

business;

changes in the number of covered lives enrolled in the health
plans with which we have agreements for payment;

the availability of adequate financing and cash flows to fund
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our capital and other anticipated expenditures;

o higher than anticipated costs of doing business that cannot be
passed on to customers;

o pricing pressures in our Facet division;

o interruption in the supply or increase in the price of drugs
used in our Women's Health business;

o information technology failures or obsolescence or the
inability to effectively integrate new technologies;

o inventory obsolescence;

o the outcome of legal proceedings or investigations involving
us, and the adequacy of insurance coverage in the event of an
adverse judgment; and

o the risk factors discussed from time to time in our SEC
reports, including but not limited to, our Annual Report on
Form 10-K for the year ended December 31, 2002.

Many of such factors are beyond our ability to control or predict, and
readers are cautioned not to put undue reliance on such forward-looking
statements. We disclaim any obligation to update or review any forward-looking
statements contained in this prospectus, any prospectus supplement or any
document incorporated by reference or in

any statement referencing the risk factors and other cautionary statements set
forth in this prospectus, or any prospectus supplement whether as a result of
new information, future events or otherwise, except as may be required by our
disclosure obligations in filings we make with the SEC under federal securities
laws.

RISK FACTORS

Investing in our securities involves risks. You should carefully
consider the risks described below and other information contained or
incorporated by reference in this prospectus before making an investment
decision. The risks and uncertainties described below and in our other filings
incorporated by reference are not the only ones facing our company. Additional
risks and uncertainties not currently known to us or that we currently consider
immaterial may also adversely affect us. If any of the following risks occur,
our business, financial condition or results of operations could be materially
harmed. In such case, the value of our securities could decline and you may lose
all or part of your investment.

In addition, the prospectus supplement applicable to each type or
series of securities we offer will contain a discussion of risks applicable to
the particular type of securities that we are offering under that prospectus
supplement. Prior to making a decision about investing in our securities, you
should carefully consider the risk factors in this prospectus in addition to the
specific risk factors discussed under the caption "Risk Factors" in the
applicable prospectus supplement, together with all other information contained
in the prospectus supplement or appearing in, or incorporated by reference in,
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this prospectus.

THE DISEASE MANAGEMENT BUSINESS IS A RELATIVELY NEW COMPONENT OF THE OVERALL
HEALTHCARE INDUSTRY.

Disease management services are relatively new components of our
business and of the overall healthcare industry. Accordingly, payors have not
had significant experience in purchasing, evaluating or monitoring such
services, which generally results in a lengthy sales cycle. The success of our
business plan relative to its disease management operations depends on a number
of factors. These factors include:

o our ability to differentiate our products and service
offerings from those of our competitors;

o the extent and timing of the acceptance of our services as a
replacement for, or supplement to, traditional managed care
offerings;

o our ability to implement new and additional services

beneficial to health plans and employers; and

o our ability to effect cost savings for health plans and
employers through the use of our programs.

Since the disease management business is continually evolving, we may
not be able to anticipate and adapt to a developing market. Moreover, we cannot
accurately predict the future growth rate or the ultimate size of the disease
management market.

WE ARE HIGHLY DEPENDENT ON PAYMENTS FROM THIRD-PARTY HEALTHCARE PAYORS, WHICH
MAY IMPLEMENT COST REDUCTION MEASURES THAT ADVERSELY AFFECT OUR BUSINESS AND
OPERATIONS.

For the six month period ended June 30, 2003, our revenues from
continuing operations were derived from the following types of customers:
approximately 46% from third-party private payors (including employers), 23%
from original equipment manufacturers and distributors, 15% from domestic
government payors and 16% from foreign healthcare systems. Third-party private
and governmental payors exercise significant control over patient access and
increasingly use their enhanced bargaining power to secure discounted rates and
other concessions from providers. This trend, as well as other changes in
reimbursement rates, policies or payment practices by third-party and
governmental payors (whether initiated by the payor or legislatively mandated),
could have an adverse impact on our Women's Health and disease management
businesses.

GOVERNMENT REGULATIONS MAY ADVERSELY AFFECT OUR BUSINESS.

We are subject to extensive and frequently changing Federal, state,
local and foreign regulation. Changes in laws or regulations or new
interpretations of existing laws or regulations can have a dramatic effect on
operating methods, costs and reimbursement amounts provided by government and
third-party payors. There can be no assurance that we are in compliance with all
applicable existing laws and regulations or that we will be able to comply with
new laws or regulations. Changes in applicable laws or any failure to comply
with existing or future laws, regulations or standards could have a material
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adverse effect on our results of operations, financial condition, business and
prospects.

Many states require providers of home health services such as our
Women's Health segment, to be licensed as home health agencies and to have
medical waste disposal permits. In addition, the operations of our diabetes and
respiratory disease management business require us to be licensed as a pharmacy
or durable medical equipment provider in several states. Our Matria Laboratories
subsidiary is a licensed clinical laboratory in Kansas. Also, many states
require Quality Oncology, our cancer disease management subsidiary, to be
licensed as a utilization review provider. Moreover, certain of our employees
are subject to state laws and regulations regarding the ethics and professional
practice of pharmacy and nursing. We may also be required to obtain
certification to participate in governmental payment programs, such as Medicare
and Medicaid. Some states have established Certificate of Need ("CON") programs
regulating the expansion of healthcare operations. The failure to obtain, renew
or maintain any of the required licenses, certifications or CONs could adversely
affect our business.

Many of the products utilized by us for the provision of our services
are classified as medical devices under the Federal Food, Drug and Cosmetic Act
(the "FDC Act") and are subject to regulation by the Food and Drug
Administration, (the "FDA"). In addition some of our services involve the use of
drugs that are regulated by the FDA under the FDC Act. Although medical devices
and drugs used by us are labeled for specific indications and cannot be promoted
for any other indications, the FDA allows physicians to prescribe drugs and
medical devices for such "off-label" indications under the "practice of
medicine" doctrine. Negative publicity concerning the off-label use of drugs and
devices may adversely affect our Women's Health segment's business.

The Health Insurance Portability and Accountability Act of 1996
("HIPAA") governs electronic healthcare transactions and the privacy and
security of medical records and other individually identifiable patient data.
Healthcare providers and other affected entities had until April 2003 to comply
with these privacy regulations. We requested and obtained an extension of time
to comply with the electronic transactions regulations until October 2003.
Further regulations establishing healthcare information security requirements
have been issued with compliance required by April 2005. Any failure to comply
with HIPAA could result in criminal penalties and civil sanctions.

Our businesses that sell products and services that are reimbursed by
government payors, such as Medicare and state Medicaid, are subject to
particularly pervasive regulation by those agencies. These regulations impose
stringent requirements for provider participation in those programs and for
reimbursement of products and services. Additionally, many applicable laws and
regulations are aimed at curtailing fraudulent and abusive practices in relation
to those programs. These rules include the illegal remuneration provisions of
the Social Security Act (sometimes referred to as the "Anti-Kickback" statute),
which impose criminal and civil sanctions on persons who knowingly and willfully
solicit, offer, receive or pay any remuneration, whether directly or indirectly,
in return for, or to induce, the referral of a patient covered by a Federal
healthcare program to a particular provider of healthcare products or services.
Related Federal laws make it unlawful, in certain circumstances, for a physician
to refer patients covered by Federal healthcare programs to a healthcare entity
with which the physician and/or the physician's family has a financial
relationship. Additionally, a large number of states have laws similar to the
Federal laws aimed at curtailing fraud and abuse and physician "self-referrals."

In addition to the laws described above, the Federal False Claims Act
imposes civil liability on individuals or entities that submit false or
fraudulent claims for payment to the government. HIPAA created two new Federal
crimes: "Healthcare Fraud" and "False Statements Relating to Healthcare
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Matters." The Healthcare Fraud Statute

prohibits knowingly and willfully executing a scheme or artifice to defraud any
healthcare benefit program. The False Statements Relating to Healthcare Matters
statute prohibits knowingly and willfully falsifying, concealing or covering up
a material fact by any trick, scheme or device or making any materially false,
fictitious or fraudulent statement in connection with the delivery of or payment
for healthcare benefits, items or services.

Violation of these and other applicable rules can result in substantial
fines and penalties, required repayment of monies previously recognized as
income, as well as exclusion from future participation in government-sponsored
healthcare programs.

There can be no assurance that we will not become the subject of a
regulatory or other investigation or proceeding or that its interpretations of
applicable laws and regulations will not be challenged. The defense of any such
challenge could result in substantial cost to us and diversion of management's
time and attention. Thus, any such challenge could have a material adverse
effect on our business, regardless of whether it ultimately is sustained.

The Federal False Claims Act allows actions to be brought on the
government's behalf by individuals under the Federal False Claims Act's
"qui-tam" provision. A qui-tam claim has been filed against us by an unknown
party alleging possible improper claims for Medicare payments in the pharmacy,
laboratory and supplies division of our Health Enhancement segment. As is
required by law, the Federal government is conducting an investigation into the
complaint to determine if it will intervene in this suit. We intend to cooperate
fully with the investigation. The matter is still in its preliminary stages, and
we are unable to predict the ultimate disposition of the action or the
investigation. An unfavorable outcome in the action could subject us to
repayment obligations or loss of reimbursement, substantial fines or penalties
and other sanctions, which could have a material adverse effect on our financial
position and results of operations.

FACET'S REVENUES ARE SUBSTANTIALLY DEPENDENT ON A FEW CUSTOMERS.

Sales of our Facet Technologies subsidiary are substantially dependent
on sales to four customers. For the six month period ended June 30, 2003, these
four customers represented approximately 86% of Facet's revenues, which in turn
represented approximately 21% of our total revenues. We have multiple contracts
covering various products with these customers that have expirations ranging
from six months to two years. There is no guarantee that these contracts will be
renewed on favorable terms, if at all, or that these customers will continue to
purchase services at prior levels. If we do not generate as much revenue from
our major customers as we expect or if we lose certain of them as customers, our
total revenue will be significantly reduced.

THE PROFITABILITY OF OUR PHARMACY, LABORATORY AND SUPPLIES DIVISION DEPENDS ON
RECURRING CUSTOMER ORDERS.

Due to the marketing and regulatory compliance costs associated with
initial customer qualification, the pharmacy, laboratory and supplies division
of our Health Enhancement segment generally incurs losses with respect to the
first order of drugs and supplies from a new customer. Accordingly, the
profitability of this component depends in large part on recurring and sustained
reorders. Reorder rates are inherently uncertain due to several factors, many of

10
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which are outside our control, including changing customer preferences,
competitive price pressures, customer transition to extended care facilities,
customer mortality and general economic conditions. Our inability to obtain
recurring and sustained reorders could have a material adverse effect on our
pharmacy, laboratory and supplies division.

FACET AND OUR WOMEN'S HEALTH SEGMENT ARE BOTH HIGHLY DEPENDENT ON SUPPLIES FROM
LIMITED SOURCES.

Facet's business is highly dependent on its exclusive supply
relationship with Nipro Corporation, from which it purchases virtually all of
the components for its products on terms we view as favorable. Under the
agreement, some terms, such as pricing, are negotiated annually while others,
such as the exclusivity arrangement, are renewable after longer periods. The
exclusivity provisions of our agreement with Nipro will expire in November 2003.
Although Nipro has been a supplier to Facet's business for more than 15 years,
there can be no assurance that we will be able to negotiate a renewal of the
exclusivity arrangement on favorable terms, if at all. In addition, there are an
extremely limited number of suppliers of terbutaline sulfate, a prescription
drug used in large supply by our Women's Health segment, and price increases in
this drug during the second and third quarter of 2002 adversely affected the
segment's cost of revenues. In September 2002, we entered into an arrangement
for the supply of this

drug which has reduced its cost to us. Termination of any of these supply
arrangements or failure to continue any of them on favorable terms could have a
material adverse effect on the business of Facet or the Women's Health segment,
as applicable, as would any interruption in the supply or significant increase
in the price of these products, whatever the cause.

OUR DATA MANAGEMENT AND INFORMATION TECHNOLOGY SYSTEMS ARE CRITICAL TO
MAINTAINING AND GROWING OUR BUSINESS.

Our disease management services are dependent on the effective use of
information technology. We use our proprietary TRAX(TM) system and Quality
Oncology's Integrated Care Management System in the provision of our disease
management services. In the fourth quarter of 2002, we installed a
state-of-the-art computer system to support the growth of the pharmacy,
laboratory and supplies division of the Health Enhancement segment. Although we
believe that our systems provide us with a competitive advantage, we are exposed
to technology failure or obsolescence. In addition, data acquisition, data
quality control and data analysis, which are a cornerstone of our disease
management programs, are intense and complex processes subject to error.
Untimely, incomplete or inaccurate data or flawed analysis of such data could
have a material adverse effect on our business and results of operations.

THE DEVELOPMENT OF IMPROVED TECHNOLOGIES FOR GLUCOSE MONITORING THAT ELIMINATE
THE NEED FOR CONSUMABLE TESTING SUPPLIES COULD ADVERSELY AFFECT OUR BUSINESS.

Most of the revenues from our pharmacy, laboratory and supplies
business and substantially all of Facet's revenues are from the sale of
consumable testing supplies used to draw and test small quantities of blood for
the purpose of measuring and monitoring blood glucose levels. Numerous research
and development efforts are underway to develop more convenient and less
intrusive glucose measurement techniques. The commercialization and widespread
acceptance of new technologies that eliminate or reduce the need for consumable
testing supplies could negatively affect our pharmacy, laboratory and supplies

11
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business.

IMPAIRMENT OF OUR INTELLECTUAL PROPERTY RIGHTS COULD NEGATIVELY AFFECT OUR
BUSINESS OR ALLOW COMPETITORS TO MINIMIZE ANY ADVANTAGE THAT OUR PROPRIETARY
TECHNOLOGY MAY GIVE US.

We own a number of trademarks and service marks which, in the
aggregate, are important to the marketing and promotion of our products and
services. Patents owned by Facet or its suppliers are material to the continued
marketing of those products. Also, we consider our disease management programs
to be proprietary and material to the portion of our business to which they
relate. In addition, our future success depends in part upon our proprietary
technology and product development, and our ability to obtain patent and other
intellectual property rights with respect to such technology and development.

We hold patents or have an exclusive, perpetual right to use the only
uterine activity monitors that have received pre-market approval from the Food
and Drug Administration for home use on patients with a history of previous
preterm birth. Our rights to the monitors had been a material competitive
advantage in marketing our uterine activity monitoring services. In 2001, the
FDA reclassified the monitors from Class III into Class II devices, which will
make substantially equivalent devices available to our competitors, without
their having to receive pre-market approval. As part of the reclassification,
the FDA has imposed special controls on the use of such devices. This
development could have a material adverse affect on our home uterine activity
monitoring business.

Patent positions are uncertain and involve complex legal, scientific
and factual questions. Our patent positions might not protect us against
competitors with similar products or technologies because competing products or
technologies may not infringe our patents. For certain of our products in
development, there may be third parties who have patents or pending patents that
they may claim prevent us from commercializing these products in certain
territories. If our patent or other intellectual property rights or positions
are infringed, challenged, invalidated, prevented or otherwise impaired, or we
fail to prevail in any future intellectual property litigation, our business
could be adversely affected.

MANY OF OUR DISEASE MANAGEMENT FEES ARE CONTINGENT UPON PERFORMANCE.

Many of our or our suppliers existing disease management agreements
contain a savings guarantee, which typically provides that we will repay all or
some of our fees if the payor's cost savings as a result of our disease
management programs do not meet expectations or if other quality performance
measures are not met. Some contracts also provide that we will receive bonus
compensation by meeting certain performance criteria. There is no guarantee that
we will accurately forecast cost savings and clinical outcome improvements under
our disease management agreements or meet the performance criteria necessary to
receive the designated bonus compensation or to avoid repayment of fees under
the agreements.

OUR FOREIGN OPERATIONS ARE SUBJECT TO ADDITIONAL RISKS.

Although the majority of our operations are in the United States, the
Health Enhancement segment derives substantial revenue from outside of the
United States. The risks of doing business in foreign countries include
potential adverse changes in the stability of foreign governments and their

12
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diplomatic relations, hostility from local populations, adverse effects of
currency fluctuations and exchange controls, deterioration of foreign economic
conditions and changes in tax laws. Due to the foregoing risks, any of which, if
realized, could have a material adverse effect on us, we believe that our
business activities outside of the United States involve a higher degree of risk
than our domestic activities.

Our diabetes supply business in Germany distributes its products to
customers primarily from physician offices, and substantially all of its
revenues are received from the German national healthcare system. Doctors
participating in this method of distribution, both for our company and other
providers, have been subject to lawsuits brought by pharmacies alleging that
this practice constitutes a violation by such doctors of German law. There is a
split of authority among German courts on this issue. Although we have not been
a party to any of these lawsuits or claims, such lawsuits could indirectly
affect our operations, and an unfavorable resolution of this issue could require
us to seek alternative channels of distribution and could have a material
adverse effect on our German operations.

WE ARE EXPOSED TO INTEREST RATE RISK AS A RESULT OF OUR INTEREST RATE SWAP
ARRANGEMENT .

In March 2003, we entered into an interest rate swap agreement with a
bank involving a notional amount of $50 million of our senior notes, which carry
an 11% fixed rate of interest. This transaction, which terminates in May 2008 if
early termination rights beginning in May 2005 are not exercised, is considered
to be a hedge against changes in the fair value of our fixed-rate debt
obligation. Under the arrangement, the bank will pay us an 11% fixed rate of
interest semi-annually in respect of the notional amount, and we will pay the
bank semi-annually a variable rate of interest in respect of the notional amount
based on the six-month LIBOR rate plus 7.535%. As a result of this swap
arrangement, we are exposed to interest rate risk. A significant increase in the
LIBOR rate could have a material adverse effect on our financial position and
results of operations.

WE MAY FACE COSTLY LITIGATION THAT COULD FORCE US TO PAY DAMAGES AND HARM OUR
REPUTATION.

Like other participants in the healthcare market, we are subject to
lawsuits alleging negligence, product liability or other similar legal theories,
many of which involve large claims and significant defense costs. Any of these
claims, whether with or without merit, could result in costly litigation, and
divert the time, attention, and resources of our management. Although we
currently maintain liability insurance intended to cover such claims, there can
be no assurance that the coverage limits of such insurance policies will be
adequate or that all such claims will be covered by the insurance. In addition,
these insurance policies must be renewed annually. Although we have been able to
obtain liability insurance, such insurance may not be available in the future on
acceptable terms, i1if at all. A successful claim in excess of the insurance
coverage could have a material adverse effect on our results of operations or
financial condition.

We are currently the subject of a class action lawsuit alleging that we
violated Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 and
Rule 10b-5 promulgated thereunder. Claims against us, including this class
action lawsuit and the qui-tam claim described above under "Government
regulations may adversely affect our business," regardless of their merit or
eventual outcome, could have a material adverse effect on our business and
reputation.
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FUTURE ACQUISITIONS MAY CAUSE INTEGRATION PROBLEMS, DISRUPT OUR BUSINESS AND
STRAIN OUR RESOURCES.

In the past we have made several significant business acquisitions, and
may continue with such acquisitions in the future. Our success will depend, to a
certain extent, on the future performance of these acquired businesses and our
ability to smoothly integrate any acquired business entities. These
acquisitions, either individually or as a whole, could divert management
attention from other business concerns and expose us to unforeseen liabilities
or risks associated with entering new markets and integrating those new
entities. Further, the integration of these entities may cause us to lose key
employees. Integrating newly acquired organizations and technologies could be
expensive and time consuming and may strain our resources. Consequently, we may
not be successful in integrating these acquired businesses or technologies and
may not achieve anticipated revenue and cost benefits.

IF WE DO NOT MANAGE OUR GROWTH SUCCESSFULLY, OUR GROWTH AND PROFITABILITY MAY
SLOW OR STOP.

If we do not manage our growth successfully, our growth and
profitability may slow or stop. We have expanded our operations rapidly and plan
to continue to expand. This expansion has created significant demands on our
administrative, operational and financial personnel and other resources.
Additional expansion in existing or new markets could strain our resources and
increase our need for capital. Our personnel, systems, procedures, controls and
existing space may not be adequate to support further expansion.

OUR INVENTORY MANAGEMENT IS COMPLEX, AND EXCESS INVENTORY MAY HARM OUR RESULTS
OF OPERATIONS.

Our management makes estimates regarding our inventory based on
assumptions about future demand. Furthermore, a substantial portion of our
products supplied by Facet are tailored to the specifications of particular
customers. If our assumptions about future demand change or actual market
conditions are less favorable than those projected by management, we may become
subject to inventory obsolescence and may have to sell excess inventory at
reduced prices, or, in the case of products tailored to specific customers,
excess inventory may not be marketable at all. Any excess inventory held by us
may therefore adversely affect our results of operations.

OUR PROFIT MARGIN MAY BE ADVERSELY AFFECTED BY THE PRODUCT-MIX OF OUR WOMEN'S
HEALTH SEGMENT.

Although our Women's Health segment is a leading provider in its
market, its costs of revenues as a percentage of revenues has increased over the
past several years. This increase, which has reduced our profit margins, is
largely a function of a trend in physician prescription patterns towards the use
of higher cost, lower margin products. If the current trend toward an increase
in volume of lower margin products relative to higher margin products continues
in the Women's Health segment, our Women's Health segment's profit margins will
continue to decline.

FACET OPERATES IN AN INDUSTRY THAT IS BECOMING INCREASINGLY DOMINATED BY PRICE
COMPETITION.

In all of our product and service lines, we face strong competition
from companies, both large and small, located in the United States and abroad,
on factors including quality of care and service, reputation within the medical
community, scope of products and services, and geographical scope and price.
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Facet operates in an industry where price competition is becoming increasingly
dominant over other factors, which has created downward pressure on pricing on
this portion of our business. If this trend toward price dominated competition
continues, the resulting downward pricing pressure may have a material adverse
effect on Facet's business.

IF OUR COSTS OF PROVIDING PRODUCTS OR SERVICES INCREASE, WE MAY NOT BE ABLE TO
PASS THESE COST INCREASES ON TO OUR CUSTOMERS.

In many of our markets, due to competitive pressures or the fact that
reimbursement rates are set by law, we have very little control over the price
at which we sell our products and services. If our costs increase, we may not be
able to increase our prices, which would adversely affect resul