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PART I

This report contains “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995.
Forward-looking statements relate to expectations, beliefs, future plans and strategies, anticipated events or trends and similar
expressions concerning matters that are not historical facts or that necessarily depend upon future events. In some cases, you can
identify forward-looking statements by terms such as “may,” “will,” “should,” “could,” “would,” “expect,” “plan,” “anticipate,”
“believe,” “estimate,” “project,” “predict,” “potential,” and similar expressions. Specifically, this report contains, among others,
forward-looking statements about:
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+ our expectations regarding financial condition or results of operations for periods after December 31, 2003;
* our future sources of and needs for liquidity and capital resources;

= our expectations regarding general economic and business conditions;

* our critical accounting policies;

* our expectations regarding the size and growth of the market for our products and services;

* our business strategies and our ability to grow our business;

 the implementation or interpretation of current or future regulations and legislation; and

* our ability to maintain contracts and relationships with our customers

The forward-looking statements contained in this report reflect our current views about future events, are based on assumptions,
and are subject to known and unknown risks and uncertainties. Many important factors could cause actual results or achievements to
differ materially from any future results or achievements expressed in or implied by our forward-looking statements. Many of the
factors that will determine future events or achievements are beyond our ability to control or predict. Certain of these are important
factors that could cause actual results or achievements to differ materially from the results or achievements reflected in our forward-
looking statements.

You should read this report and the documents filed as exhibits to this report completely and with the understanding that our
actual future results or achievements may be materially different from what we expect or anticipate.

The forward-looking statements contained in this report reflect our views and assumptions only as of the date this report is signed.
The reader should not place undue reliance on forward-looking statements. Except as required by law, we assume no responsibility
for updating any forward-looking statements.

We qualify all of our forward-looking statements by these cautionary statements. In addition, with respect to all of our forward-
looking statements, we claim the protection of the safe harbor for forward-looking statements contained in the Private Securities
Litigation Reform Act of 1995.

Item 1. Business
Overview

MIM Corporation is a pharmaceutical healthcare organization which provides innovative pharmacy benefit management,
specialty pharmaceutical management and distribution and other pharmacy-related healthcare solutions. We combine clinical
management expertise, sophisticated data management and therapeutic fulfillment capabilities to serve the particular needs of our
customers. We provide a broad array of pharmacy related products and services to individual patients or enrollees ("Members")
receiving health benefits, principally through health insurers, including HMO’s, indemnity plans and PPO’s, managed care
organizations, other insurance companies, and, to a lesser extent, labor unions, self-funded employer groups, government agencies,
and other self-funded plan sponsors (collectively, "Plan Sponsors"). These services are organized under two reportable operating
segments: (i) pharmacy benefit management and mail services (collectively, “PBM Services”) and (ii) specialty pharmacy distribution
and clinical management services (“Specialty Management and Delivery Services”).

Our Specialty Management and Delivery Services programs are offered to Members that are chronically ill, genetically impaired,
or afflicted with potentially life threatening diseases. These services include the distribution of biotech and other prescription
medications and the provision of pharmacy-related clinical management services and disease state programs. Specialty services are
also offered to physicians (in group practice and hospital settings) on behalf of their patients. These physicians are typically affiliated
with Plan Sponsors which in turn have a provider relationship with us.

We offer Plan Sponsors a broad range of PBM Services designed to promote the cost-effective delivery of clinically appropriate
PBM Services through our network of retail pharmacies and our own dedicated mail service distribution facility.

As part of our PBM and/or Specialty Management and Delivery Services, we offer our customers a wide selection of clinical
services, including pharmacy case management, therapy assessment, compliance monitoring, health risk assessment, patient education
and interaction evaluation, pharmacy claims processing, mail service and related prescription distribution, benefit design consultation,



drug utilization review, formulary management and consultation, drug data analysis, drug interaction management, program
management and pharmaceutical rebate administration. All of these clinical services are described below in greater detail.

On February 2, 2004, we announced our acquisition of Natural Living, Inc. d/b/a Fair Pharmacy, a specialty pharmaceutical
provider located in New York, New York for $15 million. The addition of Natural Living's foundation of long-term local physician
relationships and loyal customer base to our position in the New York metropolitan region is an important enhancement of our HIV,
Oncology and Hepatitis C disease categories, as well as a complement to our overall disease state profile.

MIM Corporation was incorporated in Delaware in 1996. Our principal executive offices are located at 100 Clearbrook Road,
Elmsford, New York 10523. Our telephone number at that address is 914-460-1600.

Specialty Management and Delivery Services

We are a national provider of specialty pharmaceutical services with a geographic concentration in the Northeastern United
States. We distribute biotech and other high-cost pharmaceuticals and provide clinically focused case and therapy management
programs to Members that are chronically ill, genetically impaired, or afflicted with potentially life threatening or debilitating diseases
primarily under the BioScrip” name. By providing comprehensive pharmaceutical healthcare services to Plan Sponsors, we help to
improve the quality of life for Members while managing drug spending through compliance and appropriate utilization. Our
proprietary software and data management tools permit Plan Sponsors, biotech pharmaceutical manufacturers and physicians to (i)
better manage healthcare outcomes; (ii) control prescription costs; and (iii) measure cost, utilization, prescribing and other pharmacy
trends.

We currently have programs for the following disease states: Crohn’s Disease, Gaucher’s Disease, Growth Hormone Deficiency,
HIV/AIDS, Hemophilia, Hepatitis C, Immune Deficiency, Infertility, Multiple Sclerosis, Oncology, Psoriasis Rheumatoid Arthritis,
and Transplants. These conditions generally require high cost therapies on a recurring basis and are complex and clinically
challenging with the potential for side effects or adverse reactions.

The following clinical services are available through our BioScrip® specialty pharmacy programs:

Pharmacy Case Management. We provide access to our BioScrip® pharmacy case management team (“PCM Team”), which is a
specialized unit of skilled professionals including Pharmacists, Registered Nurses, Certified Pharmacy Technicians, Insurance
Verification and Reimbursement Specialists, and Customer Service Representatives. The PCM Team is available via phone to both
providers and patients, 24 hours per day, seven days per week. Each PCM Team member is cross trained in case management as well
as individual disease states, in order to provide Plan Sponsors and their Members with a variety of basic services, including:

Prior Authorizations. We assist in developing formal criteria and protocols for the effective management of specialty
pharmaceutical care. Criteria are established and reviewed prior to the onset of therapy to ensure appropriate prescribing and
utilization, thereby managing a Plan Sponsors’ drug spend accordingly.

Infusion Therapy. We also distribute and administer high cost specialty infusion therapies to Members requiring principally
immunological blood products, parenteral nutrition products, and infused antibiotic therapies. We strive to maximize Member patient
outcomes through strict adherence to the clinical guidelines or protocols for a particular prescription therapy while at the same time
managing the costs of such therapies on behalf of the Plan Sponsor. In adhering to these guidelines, we also attempt to minimize or
control the costs associated with a Member’s condition. Unlike the other specialty programs, infusion patients have their therapies
administered intravenously by IV certified nurses.

Therapy Assessment and Compliance Monitoring. The PCM Team collectively tracks the patient’s progress and initiates
reminders, reinforcements and non-compliance alerts to both physicians and the patient. The PCM Team is responsible for
understanding compliance risks and coordinating the support necessary to maximize the Member’s treatment.

Patient Enrollment. The PCM Team is the main point of contact for both physicians and Members during the enrollment process.
PCM Team members are responsible for identifying immediate Member needs, triggering important Member and physician mailings
and following through on the enrollment process and delivery of the initial prescription.

Risk Assessment. The PCM Team initially assesses all new Members to determine their knowledge level, self-care ability and
non-compliance risk. Depending on the results of this assessment, Members are classified and an appropriate monitoring program is
selected and administered. Members are reassessed at appropriate times during their treatment as determined by the PCM Team.

Education. Each PCM Team member is trained in disease state management and treatment issues and serves as a valuable
resource for both Members and physicians in answering questions pertaining to such topics as treatment side effects, self-
administration and compliance issues.



Coordinated Medication Delivery. Our pharmacies provide express delivery of medications to the Member’s point of service,
whether that is his or her home or to a physician’s office. Special handling techniques and/or refrigeration (including shipping with
dry-ice packing) are utilized in compliance with a manufacturer’s specific shipping and handing requirements. In addition to
injectable medications, we also provide sharps containers, syringes and ancillary materials needed for the administration of a product.
Express delivery via overnight courier is provided without additional charge to the patient or physician.

Pharmacy Data Services. Our proprietary software and data management tools permit Plan Sponsors and drug manufacturers to
access key industry measures, pre-analyzed, updated daily and delivered through secure internet based access. Business partners
monitor these key measures associated with their membership to review the effectiveness and success of our BioScrip® programs.
Pre-analyzed information includes disease state, diagnosis, clinical effectiveness and cost analysis. In addition we also build custom
bio drug measurement and reporting systems to support specific customer projects.

Disease Management. We design and administer clinical programs to maximize the benefits of pharmaceutical utilization as a
tool in achieving therapy goals for certain targeted disease states. Programs focus on preventing high-risk events, such as asthma
exacerbation or stroke, through the appropriate use of pharmaceuticals while eliminating unnecessary or duplicate therapies. Key
components of these programs include health care provider training, integration of care between pharmacy and medical health
disciplines, monitoring of patient compliance, measurement of care process and quality, and providing feedback for continuous
improvement in achieving therapy goals. The goal of these services is to improve Member outcomes and lower overall healthcare
costs.

Unlike some of our competitors, which focus on particular pharmaceutical products within a limited number of chronic disease
states, we offer numerous products and services for a broad number of disease states in order to control overall pharmacy and medical
expenditures in the most clinically appropriate manner.

Our specialty pharmacy services are primarily provided under our BioScrip® brand and product is dispensed from three locations,
Columbus, Ohio; Livingston, New Jersey; and Roslyn Heights, New York. The Roslyn Heights facility has been utilized since January
2002, the acquisition date of Vitality Home Infusion Services, Inc. (“Vitality”), a New York-based provider of specialty
pharmaceutical injectable therapy services. The Livingston location has been utilized since August 2000, the acquisition date of
American Disease Management Associates, LLC (“ADIMA”), a New Jersey-based provider of specialty injectable and infusion
therapy services. On February 2, 2004, we announced our acquisition of Natural Living, Inc. a specialty pharmaceutical provider
located in New York, New York. Natural Living, Inc. will become one of our primary dispensing locations for specialty
pharmaceutical products.

PBM Services

Our PBM Services offer Plan Sponsors, employers and third party administrators a broad range of services designed to ensure the
cost-effective delivery of clinically appropriate pharmacy benefits. PBM Services available to our customers include the following:

Formulary and Benefit Design. We work closely with our Plan Sponsors to develop customized, flexible formulary and benefit
plan designs to meet their specific program requirements. Formulary design can assist in controlling program costs to the extent
consistent with accepted medical and pharmacy practices and applicable law, primarily through two principal techniques: (i) generic
substitution, which involves the selection of a generic drug as a cost-effective alternative to their bio-equivalent brand name drug;
and/or (ii) therapeutic interchange, which involves the selection of a lower cost brand name drug as an alternative to a higher priced
brand name drug within a therapeutic category. After a formulary has been established by a Plan Sponsor, rebates on brand name
drugs are typically negotiated with drug manufacturers and are often shared with Plan Sponsors.

Many commercial Plan Sponsors do not restrict coverage to a specific list of pharmaceuticals and are said to have “no” formulary
or an “open” formulary that generally covers all FDA-approved drugs except certain classes of excluded pharmaceuticals (such as
certain vitamins and cosmetics, experimental, investigative or over-the-counter drugs). As a result of rising pharmacy program costs,
however, we believe that both public and private health plans have become increasingly receptive to controlling pharmacy costs by
creating formularies which steer members to the lowest cost drug available with appropriate efficacy within a given therapeutic class,
other than in cases of medical necessity or other pre-established prior authorization guidelines. Once a Plan Sponsor decides to utilize
a “restricted” or “closed” formulary, we actively involve our clinical staff with a Plan Sponsor’s Pharmacy and Therapeutics
Committees (“P&T Committee”) to assist with the design of clinically appropriate formularies in order to control pharmacy costs.
Typically, the P&T Committee consists of a Plan Sponsor’s physicians, pharmacists and others, including independent health care
professionals. The ultimate composition and approval of the formulary resides with the Plan Sponsor.

The primary method for assuring formulary compliance on behalf of a Plan Sponsor is by managing pharmacy reimbursement to
ensure that non-formulary drugs are not dispensed, subject to certain limited exceptions. Benefit design and formulary parameters are
managed through a point-of-sale (“POS”) claims processing system through which real-time electronic messages are transmitted to
pharmacists to ensure compliance with specified benefit design and formulary parameters before services are rendered and
prescriptions are dispensed. Over utilization of medication is monitored and managed through quantity limitations based upon
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nationally recognized standards and guidelines regarding maintenance versus non-maintenance therapy. Step protocols, which are
procedures requiring that preferred therapies be tried and shown ineffective before more expensive therapies are covered are also
established in collaboration with the relevant P&T Committee to control improper utilization of certain high-risk or high-cost
medications.

Clinical Services. Formularies typically identify a limited number of drugs for preferred status within each therapeutic class to be
the covered drugs in order to treat most medical conditions appropriately. Provision is also made, for coverage of non-formulary or
non-preferred drugs (other than certain excluded products) when documented to be clinically appropriate for a particular Member.
Since non-formulary drugs ordinarily are automatically rejected for coverage by the real-time POS system, we employ procedures to
override restrictions on non-formulary medications for a particular patient and period of treatment. Similarly, restrictions on the use
of certain high-risk or high-cost non-preferred formulary or non-formulary drugs may be overridden through prior authorization or
medical necessity procedures. Non-formulary overrides and prior authorizations are processed on the basis of documented, clinically
supported medical information and typically are settled within 48 hours of request with complete information. Requests for, and
appeals of denials of, coverage in those cases are handled by our staff of trained pharmacists, pharmacy techs and board certified
pharmacotherapy specialists, subject to the Plan Sponsor’s ultimate authority over all such requests, determinations and appeals.
Further, in the case of a medical emergency, as determined by the dispensing network pharmacist, we will authorize, without prior
approval, short-term supplies of all medication unless specifically excluded by a Plan Sponsor.

Drug Usage Evaluation. Drug usage is evaluated on a concurrent, prospective and/or retrospective basis utilizing the real-time
POS system and proprietary information systems for multiple drug interactions, drug-health condition interactions, duplication of
therapy, step therapy protocol enforcement, minimum/maximum dose range edits, compliance with prescribed utilization levels and
early refill notification. In addition, we maintain a drug utilization review program in which select medication therapies are reviewed
and data is collected, analyzed and reported for management applications.

Pharmacy Data Services. Our proprietary software and data management tools permit Plan Sponsors and drug manufacturers to
access key industry measures, pre-analyzed, updated daily and delivered through secure internet-based access. Plan Sponsors often
monitor these key measures associated with their membership to review the effectiveness and success of our PBM programs. Pre-
analyzed information includes formulary management, generic substitution, and cost savings analysis. In addition we also build
custom PBM reporting systems to support specific customer projects.

Disease Management. We design and administer programs to maximize the benefits of pharmaceutical utilization as a tool in
achieving therapy goals for certain targeted diseases, such as diabetes and asthma. Programs focus on preventing high-risk events,
such as asthma exacerbation or stroke, through appropriate use of pharmaceuticals, while eliminating unnecessary or duplicate
therapies. Key components of these programs include health care provider training, integration of care between medical and
pharmacy disciplines, monitoring of patient compliance, and providing feedback for continuous improvement in achieving therapy
goals. As described more fully above under “Specialty Management and Delivery Services,” many of these same tools are used in
delivering specialty pharmaceutical services and products.

Behavioral Health Pharmacy Services. Several years ago, Plan Sponsors, particularly managed care organizations, recognized
the specialized behavioral health needs of certain of their Members. As a result, many Plan Sponsors have “carved out” those afflicted
with behavioral health issues into separately managed programs. We provide pharmaceutical-related services that encourage the
proper and cost-effective utilization of behavioral health medications to Members within the segregated population. Through the
development of provider education programs, utilization protocols and prescription dispensing evaluation tools, we have been able to
integrate pharmaceutical behavioral or mental health therapies with other medical therapies to enhance patient compliance and
minimize unnecessary or sub-optimal prescribing practices. These services are integrated into the Plan Sponsor’s package of
behavioral health care products for marketing to private insurers, public managed care programs and other health providers.

Pharmacy Dispensing Facility. We believe that pharmacy benefit program costs may also be reduced through the distribution of
pharmaceutical products directly to Plan Sponsors’ Members by the use of mail service programs through our own proprietary
pharmacy dispensing facility. We provide these mail services from a fully automated fulfillment facility in Columbus, Ohio. Mail
service is typically provided to Members who receive maintenance medications. The use of mail service affords Plan Sponsors with
the ability to reduce cost as compared to the more costly retail distribution of prescription products.

Capitated Billing Arrangements. In addition to traditional fee-for-service billing arrangements, we have historically offered
capitated fee billing arrangements to certain Plan Sponsors. A capitated fee arrangement permits a Plan Sponsor to incur a fixed fee
per Member (a “capitated” program), effectively shifting the risk of managing the PBM Services program costs for that Plan
Sponsor’s program to us. For the years ended December 31, 2003, 2002, and 2001, revenues generated from capitated billing
arrangements represented 3.0%, 9.1% and 21.2% of total revenues, respectively, while non-capitated or fee-for-service business
(including mail services) represented 97.0%, and 90.9% and 78.8% of total revenues for 2003, 2002, and 2001 respectively.



Sales and Marketing

In 2003, we continued to refine our sales strategy and invest in our sales resources. Our combined sales team consists of 40
employees, who are regionally deployed and customer specific. In late 2002 and early 2003, we consolidated our sales force and
structured our resources on this regional basis in order to more effectively focus on specific opportunities. We believe that the
consolidation will continue to enhance our ability to market PBM Services and Specialty Management and Delivery Services. In
addition, this approach has increased our cross-selling opportunities that exist within our customer base, specifically, and within the
healthcare market, generally.

The TennCare® Relationship

Historically, a significant portion of our revenue was derived from providing PBM Services in the State of Tennessee to managed
care organizations participating in the State of Tennessee’s TennCare® program. On May 27, 2003 we were notified that commencing
July 1, 2003, we would no longer be providing PBM Services to Plan Sponsors participating in the TennCare” program. Our PBM
agreements with Plan Sponsors participating in the TennCare® program were expected to generate $85 million in revenue and
approximately $5.5 million in gross profit for the second half of 2003. For the years ended December 31, 2003, 2002 and 2001,
TennCare® revenue was $67.8 million, $140.2 million and $141.9 million, respectively. Gross Profit for the same periods was $5.6
million, $11.6 million and $24.2 million, respectively. We are still providing Specialty Management and Delivery Services to
customers in Tennessee and continue to work for increased penetration in this market.

MedImmune’s Restricted Synagis® Distribution

On June 30, 2003, we were notified by MedImmune, Inc., the manufacturer of Synagis” that we were not selected to participate in
the 2003/04 Synagis” Distribution Network. Sales from Synagis® in 2003 and 2002 were $13.7 million and $14.6 million,
respectively. The effect on operating and net income during those periods was minimal.

Competition

We face substantial competition within the pharmaceutical healthcare services industry. This industry includes a number of large,
well-capitalized companies with nationwide operations, such as AdvancePCS Inc., Caremark Rx, Inc., Express Scripts, Inc., Medco
Health Solutions, Inc., Medlmpact Healthcare Systems, Inc. and WellPoint Pharmacy Management, as well as many smaller
organizations typically operating on a local or regional basis. In the Specialty Management and Delivery Services segment, we
compete with several national and regional specialty pharmaceutical distribution companies that have substantial financial resources
and which also provide products and services to the chronically ill and genetically impaired. These competitors include Accredo
Health Inc., Chronimed, Inc. and Priority Healthcare Corporation, as well as a number of the pharmacy benefit managers mentioned
above. Some of our competitors are under common control with, or ownership by, brand name drug manufacturers or retail pharmacy
chains and may be better positioned with respect to the cost-effective distribution of pharmaceuticals and/or the pricing of PBM
Services and Specialty Management and Delivery Services. Some of our primary competitors have a substantially larger market share
than our existing market share. Moreover, some of our competitors may have secured long-term supply or distribution arrangements
for prescription pharmaceuticals necessary to treat certain chronic disease states on price terms substantially more favorable than the
terms currently available to us. As a result of such advantageous pricing, we may be less price competitive than some of these
competitors with respect to certain pharmaceutical products. However, as it relates to its specialty programs, we do not believe that
we compete strictly on the selling price of particular products; rather, we offer customers the opportunity to lower overall
pharmaceutical and medical costs while providing high quality care.

On September 2, 2003, Caremark Rx, Inc. announced that it had signed a definitive Merger Agreement with AdvancePCS. We
compete against both of these firms and the two companies combined will form the nation’s second largest pharmacy benefit manager,
processing drug claims for about 95 million individuals with about 600 million prescriptions filled per year. We expect that there will
be further consolidation among PBM’s and specialty pharmacy providers. As pharmacy benefits managers acquire or establish
specialty pharmacy capabilities, it is likely that they will attempt to cancel their relationships with entities that compete with that
PBM’s specialty pharmacy operation, and to cause that PBM’s patient to obtain their drugs from that PBM’s specialty pharmacy.

On February 9, 2004, Accredo Health, Inc. signed an agreement with Medco Health Solutions, Inc. to become the preferred retail
and home delivery pharmacy provider to Medco Health’s members for Accredo’s specialty product lines.

On January 30, 2004, Express Scripts announced that it had completed the acquisition of CuraScript Pharmacy, Inc. and
CuraScript PBM Services, Inc. together comprising the business of CuraScript, one of the nations largest specialty pharmacy services

companies.

It is uncertain what effect, if any, these consolidations will have on us or the industry as a whole.



Financial Information about Segments

The following table presents revenue and income from operations by segments. Beginning in 2002, we began operating in two
segments. For comparative purposes, 2001 has been reclassified to conform to this presentation. Operating segment financial
information is provided in Note 3 of Notes to Consolidated Financial Statements.

Segment Financial Information
(in thousands)

2003 2002 2001

Revenues:

PBM Services $ 395,527 $ 407,093 $ 415,099
Specialty Management and Distribution Services 193,243 169,503 41,547
Total $ 588,770 $ 576,596 $ 456,646
Income from operations:

PBM Services $ 4,126 $ 8,372 $ 11,422
Specialty Management and Distribution Services 11,899 15,776 3,768
Total $ 16,025 $ 24,148 $ 15,190

For the years ended December 31, 2003, 2002, and 2001, TennCare® PBM revenues totaled $67.8 million, $140.2 million, and
$141.9 million, respectively. PBM Services revenues without TennCare”™ were $327.7 million, $266.9 million and $273.2 million for
2003, 2002, and 2001, respectively.

Government Regulation

General. As a participant in the healthcare industry, our operations and relationships are subject to federal and state laws and
regulations and enforcement by federal and state governmental agencies. Various federal and state laws and regulations govern the
purchase, dispensing or distribution and management of prescription drugs and related services and may affect us. We believe that we
are in compliance with all legal requirements material to our operations.

In the second quarter of 2000, we entered into a global settlement agreement with the Office of Inspector General (the “O1G”),
within the U.S. Department of Health and Human Services (“HHS”), and the State of Tennessee relating to certain civil and criminal
charges brought against former officers of our predecessor company. We did not admit any wrongdoing in the global settlement
agreement but agreed to enter into a corporate integrity agreement in order to ensure ongoing compliance with the requirements of
Medicare, Medicaid and all other Federal health care programs. Under the terms of that agreement, we are required to, among other
things, implement a corporate compliance program, conduct ongoing educational programs to inform employees regarding compliance
with relevant laws and regulations and institute a formal reporting procedure to disclose possible violations of law to the OIG. In
addition to these requirements, we must submit annual reports with respect to the status of our compliance activities. Although
compliance with the corporate integrity agreement is designed to reduce the risk of violations of laws and regulations relevant to our
business, we are required to report any such potential violations to the OIG and the U.S. Department of Justice. We are therefore
subject to increased regulatory scrutiny and, if we commit legal or regulatory violations, may be subject to an increased risk of
sanction or penalty, including exclusion from participation in the Medicare or Medicaid programs.

On April 18, 2003, the U.S. Department of Health and Human Services, Office of Inspector General ("OIG") released
Compliance Program Guidance for Pharmaceutical Manufacturers (the "Guidance") designed to provide voluntary, nonbinding
guidance to assist companies that develop, manufacture, market and sell pharmaceutical products or biological products, including
PBM's in devising effective compliance programs. The Guidance provides the OIG's view of the fundamental elements of
pharmaceutical manufacturer's compliance programs and principles that should be considered when creating and implementing an
effective compliance program, or as a benchmark for companies with existing compliance programs. We currently maintain a
compliance program that includes the key compliance program elements described in the Guidance. We believe that the fundamental
elements of our compliance program are consistent with the principles, policies and intent of the Guidance.

Among the various Federal and state laws and regulations which may govern or impact our current and planned operations are the
following:

Mail Service Pharmacy Regulation. Many of the states into which we deliver pharmaceuticals have laws and regulations that
require out-of-state mail service pharmacies to register with, or be licensed by, the boards of pharmacy or similar regulatory bodies in



those states. These states generally permit the dispensing pharmacy to follow the laws of the state within which the dispensing
pharmacy is located.

However, various states have enacted laws and adopted regulations directed at restricting or prohibiting the operation of out-of-
state pharmacies by, among other things, requiring compliance with all laws of the states into which the out-of-state pharmacy
dispenses medications, whether or not those laws conflict with the laws of the state in which the pharmacy is located. To the extent
that such laws or regulations are found to be applicable to our operations, we would be required to comply with them. In addition, to
the extent that any of the foregoing laws or regulations prohibit or restrict the operation of mail service pharmacies and are found to be
applicable to us, they could have an adverse effect on our prescription mail service operations.

Other statutes and regulations may also affect our mail service operations. The Federal Trade Commission requires mail order
sellers of goods generally to engage in truthful advertising, to stock a reasonable supply of the products to be sold, to fill mail orders
within 30 days, and to provide clients with refunds when appropriate.

Licensure Laws. Many states have licensure or registration laws governing certain types of ancillary healthcare organizations,
including preferred provider organizations, third party administrators, and companies that provide utilization review services. The
scope of these laws differs significantly from state to state, and the application of such laws to the activities of pharmacy benefit
managers often is unclear. We have registered under such laws in those states in which we have concluded that such registration or
licensure is required.

We dispense prescription drugs pursuant to orders received through our ScripPharmacy.com Web site, as well as other affiliated
private label Web sites. Accordingly, we may be subject to laws affecting on-line pharmacies. Several states have proposed laws to
regulate on-line pharmacies and require on-line pharmacies to obtain state pharmacy licenses. Additionally, federal regulation by the
United States Food and Drug Administration (the “FDA”), or another federal agency, of on-line pharmacies that dispense prescription
drugs has been proposed. To the extent that such state or federal regulation could apply to our operations, certain of our operations
could be adversely affected by such licensure legislation. Management does not believe that the adoption of any of these internet
related laws would have a material adverse effect on our business or operations.

Other Laws Affecting Pharmacy Operations. We are subject to state and federal statutes and regulations governing the operation
of pharmacies, repackaging of drug products, wholesale distribution, dispensing of controlled substances, medical waste disposal, and
clinical trials. Federal statutes and regulations govern the labeling, packaging, advertising and adulteration of prescription drugs and
the dispensing of controlled substances. Federal controlled substance laws require us to register our pharmacies and repackaging
facilities with the United States Drug Enforcement Administration and to comply with security, recordkeeping, inventory control and
labeling standards in order to dispense controlled substances.

State controlled substance laws require registration and compliance with state pharmacy licensure, registration or permit standards
promulgated by state’s pharmacy licensing authority. Such standards often address the qualification of an applicant’s personnel, the
adequacy of its prescription fulfillment and inventory control practices and the adequacy of its facilities. In general, pharmacy
licenses are renewed annually. Pharmacists and pharmacy technicians employed at each of our dispensing locations must also satisfy
applicable state licensing requirements.

FDA Regulation. The FDA generally has authority to regulate drug promotional information and materials that are disseminated
by a drug manufacturer or by other persons on behalf of a drug manufacturer. In January 1998, the FDA issued Draft Guidance
regarding its intent to regulate certain drug promotion and switching activities of pharmaceutical manufacturers that control, directly
or indirectly, a PBM. The FDA effectively withdrew the Draft Guidance and has indicated that it would not issue new draft guidance.
However, there can be no assurance that the FDA will not assert jurisdiction over certain aspects of our PBM business, including the
internet sale of prescription drugs.

Network Access Legislation. A majority of states now have some form of legislation affecting our ability to limit access to a
pharmacy provider network or remove network providers. Such legislation may require us or our clients to admit any retail pharmacy
willing to meet the plan’s price and other terms for network participation (“any willing provider” legislation), or may prohibit the
removal of a provider from a network except in compliance with certain procedures (“due process” legislation) or may prohibit days’
supply limitations or co-payment differentials between mail and retail pharmacy providers. Many states with any willing provider
statutes also permit a Member suspected of substance abuse or who otherwise need oversight by a pharmacist to be “locked into” one
particular pharmacy for the purchase of his or her prescription medicine. Many states have exceptions to the applicability of these
statutes for managed care arrangements or other government benefit programs, including Tennessee.

Legislation Imposing Plan Design Mandates. Some states have enacted legislation that prohibits Plan Sponsors from
implementing certain restriction design features, and many states have introduced legislation to regulate various aspects of managed
care plans including legislation that prohibits or restricts therapeutic substitution, requires coverage of all drugs approved by the FDA,
or prohibits denial of coverage for non-FDA approved uses. For example, some states provide that Members may not be required to
use network providers, but that they must instead be provided with benefits even if they choose to use non-network providers



(“freedom of choice” legislation), or provide that a Member may sue his or her health plan if care is denied. Some states have
enacted, and other states have introduced, legislation regarding plan design mandates. Some states mandate coverage of certain
benefits or conditions. Such legislation does not generally apply to the Company, but it may apply to certain of our customers
(generally, HMOs and health insurers). If any such legislation was to become widespread and broad in scope, it could have the effect
of limiting the economic benefits achievable through pharmacy benefit management. To the extent that such legislation is applicable
and is not preempted by the Employee Retirement Income Security Act of 1974, as amended (“ERISA”) (as to plans governed by
ERISA), certain of our operations could be adversely affected.

Other states have enacted legislation purporting to prohibit health plans from requiring or offering Members financial incentives
for use of mail order pharmacies.

Anti-Kickback Laws. Subject to certain statutory and regulatory exceptions (including exceptions relating to certain managed care,
discount, group purchasing and personal services arrangements), Federal law prohibits the payment or receipt of remuneration to
induce, arrange for or recommend the purchase of health care items or services paid for in whole or in part by Medicare or state health
care programs (including Medicaid programs and Medicaid waiver programs). Certain state laws may extend the prohibition to items
or services that are paid for by private insurance and self-pay patients. Management carefully considers the importance of such “anti-
kickback” laws when structuring our operations, and believes that we are in compliance therewith. Violation of the Federal anti-
kickback statute could subject us to criminal and/or civil penalties, including suspension or exclusion from Medicare and Medicaid
(including TennCare™) programs or state-funded programs in the case of state enforcement.

The federal anti-kickback law has been interpreted broadly by courts, the OIG and administrative bodies. Because of the broad
scope of those statutes, federal regulations establish certain safe harbors from liability. Safe harbors exist for certain properly reported
discounts received from vendors, certain investment interests held by a person or entity, and certain properly disclosed payments made
by vendors to group purchasing organizations, as well as for other transactions or relationships. Nonetheless, a practice that does not
fall within a safe harbor is not necessarily unlawful, but may be subject to scrutiny and challenge. In the absence of an applicable
exception or safe harbor, a violation of the statute may occur even if only one purpose of a payment arrangement is to induce patient
referrals or purchases. Among the practices that have been identified by the OIG as potentially improper under the statute are certain
“product conversion” or “switching” programs in which benefits are given by drug manufacturers to pharmacists or physicians for
changing a prescription (or recommending or requesting such a change) from one drug to another. Anti-kickback laws have been cited
as a partial basis, along with state consumer protection laws discussed below, for investigations and multi-state settlements relating to
financial incentives provided by drug manufacturers to retail pharmacies in connection with such programs.

Certain governmental entities have commenced investigations of PBM companies and other companies having dealings with the
PBM industry and have identified issues concerning selection of drug formularies, therapeutic substitution programs and discounts or
rebates from prescription drug manufacturers and whether best pricing requirements are being complied with. Additionally, at least
one state has filed a lawsuit concerning similar issues against a health plan. To date, we have not been the subject of any such suit or
action. We have received from time to time subpoenas or been requested to produce documents in response to various inquiries.
There can be no assurance that we will not receive subpoenas or be requested to produce documents in pending investigations or
litigation from time to time in the future.

We believe that we are in compliance with the legal requirements imposed by the anti-remuneration laws and regulations, and we
believe that there are material and substantial differences between drug switching programs that have been challenged under these
laws and the generic substitution and therapeutic interchange practices and formulary management programs offered by us to our Plan
Sponsors. However, there can be no assurance that we will not be subject to scrutiny or challenge under such laws or regulations, or
that any such challenge would not have a material adverse effect on us.

The Stark Laws. The federal law known as “Stark II” became effective in 1995 and was a significant expansion of an earlier
federal physician self-referral law commonly known as “Stark 1. Stark II prohibits physicians from referring Medicare or Medicaid
patients for “designated health services” to an entity with which the physician, or an immediate family member of the physician, has a
financial relationship. Possible penalties for violation of the Stark laws include denial of payment, refund of amounts collected in
violation of the statute, civil monetary penalties and program exclusion. The Stark laws standards contain certain exceptions for
physician financial arrangements.

Management carefully considers the importance of Stark II in structuring our sales and marketing arrangements and our
operations and believes that we are in compliance therewith. Violation of the Stark II laws could subject us to civil and/or criminal
penalties, including suspension or exclusion from Medicare and Medicaid (including TennCare®™) programs or state-funded programs
in the case of state enforcement.

State Self-Referral Laws. We are subject to state statutes and regulations that prohibit payments for referral of patients and
referrals by physicians to healthcare providers with whom the physicians have a financial relationship. Some state statutes and
regulations apply to services reimbursed by governmental as well as private payors. Violation of these laws may result in prohibition
of payment for services rendered, loss of pharmacy or health provider licenses, fines and criminal penalties. The laws and exceptions
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or safe harbors may vary from the federal Stark laws and vary significantly from state to state. The laws are often vague, and in many
cases, have not been widely interpreted by courts or regulatory agencies; however, we believe we are in compliance with such laws.

Statutes Prohibiting False Claims and Fraudulent Billing Activities. A range of federal civil and criminal laws target false claims
and fraudulent billing activities. One of the most significant is the Federal False Claims Act, which prohibits the submission of a false
claim or the making of a false record or statement in order to secure a reimbursement from a government-sponsored program. In
recent years, the federal government has launched several initiatives aimed at uncovering practices which violate false claims or
fraudulent billing laws. Claims under these laws may be brought either by the government or by private individuals on behalf of the
government, through a “whistleblower” or “qui tam” action.

Reimbursement. Approximately 35% of our revenues are derived directly from Medicare or Medicaid or other government-
sponsored healthcare programs subject to the federal anti-kickback laws and/or the Stark laws. Also, we indirectly provide benefits to
managed care entities that provide services to beneficiaries of Medicare, Medicaid and other government-sponsored healthcare
programs. Should there be material changes to federal or state reimbursement methodologies, regulations or policies, our
reimbursements from government-sponsored healthcare programs could be adversely affected. In addition, certain state Medicaid
programs only allow for reimbursement to pharmacies residing in the state or in a border state. While we believe that we can service
our current Medicaid patients through existing pharmacies, there can be no assurance that additional states will not enact in-state
dispensing requirements for their Medicaid programs. To the extent such requirements are enacted, certain therapeutic pharmaceutical
reimbursements could be adversely affected.

Legislation and Other Matters Affecting Drug Prices. Some states have adopted legislation providing that a pharmacy
participating in the state Medicaid program must give the state the best price that the pharmacy makes available to any third party plan
(“most favored nation” legislation). Such legislation may adversely affect our ability to negotiate discounts in the future from network
pharmacies. At least one state has enacted “unitary pricing” legislation, which mandates that all wholesale purchasers of drugs within
the state be given access to the same discounts and incentives. Such legislation has not yet been enacted in the states where our mail
service pharmacies are located. Such legislation, if enacted in other states, could adversely affect our ability to negotiate discounts on
its purchase of prescription drugs to be dispensed by its Mail Service pharmacies.

Confidentiality, Privacy and HIPAA. Most of our activities involve the receipt, use and disclosure by of confidential medical,
pharmacy or other health-related information concerning individual Members, including the disclosure of the confidential information
to the Member's health benefit plan. In addition, we use aggregated and blinded (anonymous) data for research and analysis purposes.

In December 2000, HHS issued final regulations regarding the privacy of individually identifiable health information pursuant to
the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”). On August 14, 2002, HHS published final changes to
the HIPAA privacy regulations (the “Privacy Regulations”). The Privacy Regulations took effect on April 14, 2003.

The Privacy Regulations are designed to protect the medical information of a health care patient or health plan enrollee that could
be used to identify the individual. We refer to this information as protected health information (“PHI”). The Privacy Regulations
apply directly to certain entities known as “covered entities,” which include Plan Sponsors and most health care providers. In
addition, the Privacy Regulations require covered entities to enter into contracts requiring their “business associates” to agree to
certain restrictions regarding the use and disclosure of protected health information. The Privacy Regulations apply to protected
health information maintained in any format, including both electronic and paper records, and impose extensive restrictions on the
way in which covered entities (and indirectly their business associates) may use and disclose protected health information. In
addition, the Privacy Regulations also give patients significant rights to understand and control how their protected health information
is used and disclosed. Often, use and disclosure of protected health information must be limited to the minimum amount necessary to
achieve the purpose of the use or disclosure. Certain of our businesses will be covered entities directly subject to the Privacy
Regulations, and other of our businesses will be “business associates” of covered entities, such as Plan Sponsors.

Also in 2000, HHS published a final rule on transaction standards and code sets pursuant to HIPAA (the “Transactions
Standards”). The Transactions Standards establish uniform standards to be utilized by covered entities in the electronic transmission
of health information in connection with certain common health care financing transactions, such as health care claims. Under the
new Transactions Standards, any party transmitting or receiving health transactions electronically must send and receive data in a
single format, rather than the large number of different data formats currently used. The Transaction Standards apply to us in
connection with submitting and processing health care claims. The Transaction Standards also applies to many of our payors and to
our relationships with those payors. The compliance deadline for the Transactions Standards was October 16, 2002; however, HHS
granted us and all other entities that applied on a timely basis a one-year extension of the compliance deadline to October 16, 2003.
We are currently in compliance with the Transactions Standards.

In addition, in February 2003, HHS issued final regulations governing the security of PHI pursuant to HIPAA (the “Security

Standards™). The Security Standards impose substantial requirements on covered entities and their business associates regarding the
storage, utilization of, and access to and transmission of PHI. The Security Standards must be complied with beginning on April 21,
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2005. While we believe we currently have adequate safeguards in place to protect health information, we are developing additional
processes to enable us to implement security measures to comply with the rules. We expect to be fully compliant by April 21, 2005.

Sanctions for failing to comply with the standards issued under HIPAA include possible jail time, criminal penalties of up to
$250,000 and civil fines of up to $25,000.

The requirements imposed by the Privacy Regulations, the Transactions Standards, and the Security Standards are extensive and
have required substantial cost and effort to assess and implement. We will take steps that we believe are reasonable to ensure that our
policies and procedures are in compliance with the Privacy Regulations, the Transactions Standards and the Security Standards. The
requirements imposed by HIPAA will likely increase our burden and costs of regulatory compliance (including with respect to our
health improvement programs and other information-based products), alter our reporting to Plan Sponsors and may reduce the amount
of information we can use or disclose if members do not authorize such uses or disclosures.

Consumer Protection Laws. Most states have consumer protection laws that have been the basis for investigations and multi-state
settlements relating to financial incentives provided by drug manufacturers to pharmacies in connection with drug switching
programs. No assurance can be given that the Company will not be subject to scrutiny or challenge under one or more of these laws.

Disease Management Services Regulation. All states regulate the practice of medicine. To our knowledge, no PBM has been
found to be engaging in the practice of medicine by reason of its disease management services. However, there can be no assurance
that a federal or state regulatory authority will not assert that such services constitute the practice of medicine, thereby subjecting such
services to federal and state laws and regulations applicable to the practice of medicine.

Comprehensive PBM Regulation. Although no state has passed legislation regulating PBM activities in a comprehensive manner,
such legislation has been introduced in the past in several states. Such legislation, if enacted in a state in which we conduct a
significant amount of business, could have a material adverse impact on our operations.

Antitrust Laws. Numerous lawsuits have been filed throughout the United States by retail pharmacies against drug manufacturers
challenging certain brand drug pricing practices under various state and Federal antitrust laws. A settlement in one such suit would
require defendant drug manufacturers to provide the same types of discounts on pharmaceuticals to retail pharmacies and buying
groups as are provided to managed care entities to the extent that their respective abilities to affect market share are comparable, a
practice which, if generally followed in the industry, could increase competition from pharmacy chains and buying groups and reduce
or eliminate the availability to us of certain discounts, rebates and fees currently received in connection with our drug purchasing and
formulary administration programs. In addition, to the extent that we or an associated business appears to have actual or potential
market power in a relevant market, business arrangements and practices may be subject to heightened scrutiny from an anti-
competitive perspective and possible challenge by state or Federal regulators or private parties.

While management believes that we are in substantial compliance with all existing laws and regulations stated above, such laws
and regulations are subject to rapid change and often are uncertain in their application. As controversies continue to arise in the health
care industry (for example, regarding the efforts of Plan Sponsors and pharmacy benefit managers to limit formularies, alter drug
choice and establish limited networks of participating pharmacies), Federal and state regulation and enforcement priorities in this area
may increase, the impact of which on us cannot be predicted. There can be no assurance that we will not be subject to scrutiny or
challenge under one or more of these laws or that any such challenge would not be successful. Any such challenge, whether or not
successful, could have a material adverse effect upon our business and results of operations.

Employees

At February 27, 2004, we employed a total of 480 people, including 51 licensed pharmacists. Our employees are not represented
by any union and, in our opinion, relations with our employees are satisfactory.

Available Information

We file annual, quarterly and special reports, proxy statements and other information with the SEC. You may read and copy any
reports, statements and other information filed by us at the SEC’s Public Reference Room at 450 Fifth Street, N.W., Washington, D.C.
20549. Please call (800) SEC-0330 for further information on the Public Reference Room. The SEC maintains an Internet web site
that contains reports, proxy and information statements and other information regarding issuers that file electronically with the SEC.
Our filings are also available to the public at the web site maintained by the SEC, http://www.sec.gov.

We make available, free of charge, through our web site, our reports on Forms 10-K, 10-Q, and 8-K, and amendments to those

reports, as soon as reasonably practicable after they are filed with or furnished to the SEC. The URL for our web site is
WWW.mimcorporation.com.
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Item 2. Properties

Our corporate headquarters are located in leased office space in Elmsford, New York. We also lease commercial office space for
our above-described operations in South Kingstown and Wakefield, Rhode Island; Columbus, Ohio; Livingston, New Jersey; Roslyn
Heights and the Bronx, New York; and Nashville, Tennessee.
Item 3. Legal Proceedings

We are not a party to any material legal proceedings.

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

There were no matters submitted to a vote of Security Holders for the fourth quarter of the fiscal year reported on in this Form
10-K.
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PART I
Item 5. Market For Registrant’s Common Equity and Related Stockholder Matters

Our common stock, par value $0.0001 per share (“Common Stock”), is traded on the National Market System of The Nasdaq
Stock Market, Inc. under the symbol “MIMS.” The following table represents the range of high and low sales prices for our Common
Stock for the last eight quarters. Such prices reflect interdealer prices, without retail mark-up, mark-down or commission and may not
necessarily represent actual transactions.

High Low
2002: First Quarter................... $ 2159 § 1325
Second Quarter................ $ 2295 $§$ 921
Third Quarter.................. $§ 1271 § 730
Fourth Quarter................ § 975 § 5.08
2003 First Quarter................... $§ 7795 § 452
Second Quarter............... § 843 § 525
Third Quarter.................. § 879 § 6.10
Fourth Quarter................ $ 799 $§ 552

As of March 10, 2004, there were 90 stockholders of record in addition to approximately 10,489 stockholders whose shares were
held in nominee name. On March 10, 2004, the closing sale price of our Common Stock on Nasdaq was $7.52.

We have never paid cash dividends on our Common Stock and do not anticipate doing so in the foreseeable future.

During the three months ended December 31, 2003, we did not sell any securities without registration under the Securities Act of
1933, as amended (the “Securities Act”).

Item 6. Selected Consolidated Financial Data
The selected consolidated financial data presented below should be read in conjunction with, and is qualified in its entirety by

reference to, Management’s Discussion and Analysis and our Consolidated Financial Statements and the Notes thereto appearing
elsewhere in this Report.

Year Ended December 31,
(in thousands, except per share amounts)

Statement of Operations Data 2003 2002 2001 2000 1999
Revenues 7 $ 588,770 $ 576,596 $ 456,646 $ 338,171 $ 350,693
Special charges and TennCare” reserve - 851) (2) (2,476) (2) - 6,029 (2)
Net income (loss) ®+%% 9,130 18,685 14,202 (1,823) (3,785)
Net income (loss) per basic share 0.41 0.83 0.67 (0.09) (0.20)
Net income (loss) per diluted share 2 0.40 0.79 0.64 (0.09) (0.20)

Weighted average shares outstanding

used in computing basic income (loss)

per share 22,164 22,616 21,273 19,930 18,660
Weighted average shares outstanding

used in computing diluted income (loss)

per share 22,640 23,563 22,289 19,930 18,660
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As of December 31,

(in thousands)

Balance Sheet Data 2003 2002 2001 2000 1999
Cash and cash equivalents $ 9,428 $ 5751 $ 12,487 $ 1,290 $ 15,306
Investment securities - - - - 5,033
Working (deficit) capital 17,048 5,101 9,307 (11,184) 8,995
Total assets 171,191 182,231 139,819 120,401 115,683
Capital lease obligations,

net of current portion 35 430 1,031 1,621 718
Long-term debt, net of current portion ® - - - - 2,279
Stockholders' equity 107,202 94,208 60,296 39,505 35,187

Q)

@

3)

“
&)

(6)
(N

®)
©)

Beginning in 2001, as required by EITF No. 02-16, the Company adopted a new method of recording rebates received from manufacturers as a
reduction of cost of revenue and rebates shared with Plan Sponsors as a reduction of revenue. Prior to 2001 the Company recorded the difference
between rebates billed and the rebates shared with customers as a reduction of cost of revenue. For comparative purposes, the years 2000 and 1999
have been reclassified to give effect to this change.

In 1999, the Company recorded $6,029 of TennCare” reserve adjustments for estimated losses on contract receivables relating to Tennessee Health
Partnership (“THP”), Preferred Health Plans and Xantus Health Plans of Tennessee, Inc. (“Xantus”), as further described in Note 12 of Notes to
Consolidated Financial Statements. During 2001, the Company recorded a reserve adjustment credit of $980 to reflect a favorable settlement with
THP relative to the amount initially reserved in 1999. In the third quarter of 2001 and the first quarter of 2002, the Company recorded TennCare®™
reserve adjustments of $1,496 and $851, respectively, as a result of the collection of receivables from Xantus, which were previously reserved in
1999. There have been no changes in 2003 and the reserve remains $357.

Net income (loss) includes legal expenses advanced for the defense of two former officers for the years 2000 and 1999, in the amounts of $2,700 and
$1,400, respectively.

In the fourth quarter of 2000, the Company recorded a provision for loss of $2,300 on its investment in Wang Healthcare Information Systems.

The net loss per common share for the years 2000 and 1999 excludes the effect of common stock equivalents, as their inclusion would be
antidilutive.

This amount represents long-term debt assumed by the Company in connection with its acquisition of Continental Managed Pharmacy Services, Inc.
and its subsidiaries.

Revenue includes TennCare® revenue of $67.8 million, $140.2 million, $141.9 million, $130.4 million, and $174.8 million respectively for the years
ended 2003, 2002, 2001, 2000, and 1999. Revenue also includes Synagis revenue of $13.7 million, $14.6 million, $3.7 million and $0.6 million for
the years ended December 31, 2003, 2002, 2001, and 2000, respectively. Both of these revenue sources have ended in 2003.

Net income in 2003 includes a $0.6 million charge related to a tentative settlement with the founder, E. David Corvese and a restructuring charge of
$0.9 million.

Effective tax rate (see management’s discussion for why the effective tax rate has changed):

2003 2002 2001 2000 1999
40% 20% 6.2% 0% 0%
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with the Consolidated Financial Statements of MIM Corporation and
subsidiaries (collectively, the “Company”) including the Notes thereto, included elsewhere in this Report. This Report contains
statements not purely historical and which may be considered forward-looking statements within the meaning of Section 27A of the
Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), including statements
regarding the Company’s expectations, hopes, beliefs, intentions or strategies regarding the future. These forward looking statements
may include statements relating to the Company’s business development activities, sales and marketing efforts, the status of material
contractual arrangements, including the negotiation or re-negotiation of such arrangements, future capital expenditures, the effects of
regulation and competition on the Company's business, future operating performance of the Company and the results, benefits and
risks associated with integration of acquired companies. Investors are cautioned that any such forward-looking statements are not
guarantees of future performance and involve risks and uncertainties, that actual results may differ materially from those possible
results discussed in the forward-looking statements as a result of various factors. These factors include, among other things, risks
associated with risk-based or “capitated” contracts, increased government regulation related to the health care and insurance industries
in general and more specifically, pharmacy benefit management and specialty pharmaceutical distribution organizations, the existence
of complex laws and regulations relating to the Company's business, increased competition from the Company's competitors,
including competitors with greater financial, technical, marketing and other resources. This Report contains information regarding
important factors that could cause such differences. Except as required by law, the Company does not undertake any obligation to
supplement these forward-looking statements to reflect any future events and circumstances.

Business Overview

MIM Corporation is a pharmaceutical healthcare organization which delivers innovative pharmacy benefit management, specialty
pharmaceutical management and distribution and other pharmacy-related healthcare solutions. We combine clinical management
expertise, sophisticated data management and therapeutic fulfillment capabilities to serve the particular needs of our customers. We
provide a broad array of pharmacy benefits, products and services to individual patients (or enrollees) ("Members") receiving health
benefits, principally through health insurers, including HMO’s, indemnity plans and PPO’s, managed care organizations, other
insurance companies, and, to a lesser extent, labor unions, self-funded employer groups, government agencies, and other self-funded
plan sponsors (collectively, "Plan Sponsors"). These services are organized under two reportable operating segments: pharmacy
benefit management and mail services (collectively, “PBM Services”) and specialty pharmacy distribution and clinical management
services (“Specialty Management and Delivery Services”).

Our Specialty Management and Delivery Services programs are offered to Members who are chronically ill, genetically
impaired, or afflicted with potentially life threatening diseases. These services include the distribution of biotech and other
prescription medications and the provision of pharmacy-related clinical management services and disease state programs. Specialty
services are also offered to physicians (in group practice and hospital settings) on behalf of their patients. These physicians are
typically affiliated with Plan Sponsors which in turn have a provider relationship with us.

We offer Plan Sponsors a broad range of PBM Services designed to promote the cost-effective delivery of clinically appropriate
PBM Services through our network of retail pharmacies and our own dedicated mail service distribution facility.

As part of our PBM and/or Specialty Management and Delivery Services, we offer our customers a wide selection of clinical
services including pharmacy case management, therapy assessment, compliance monitoring, health risk assessment, patient education
and interaction evaluation, pharmacy claims processing, mail service and related prescription distribution, benefit design consultation,
drug utilization review, formulary management and consultation, drug data analysis, drug interaction management, program
management and pharmaceutical rebate administration.

On February 2, 2004, we announced our acquisition of Natural Living, Inc. d/b/a Fair Pharmacy, a specialty pharmaceutical
provider located in New York, New York for $15 million. The addition of Natural Living's foundation of long-term local physician
relationships and loyal customer base to our position in the New York metropolitan region is an important enhancement of our HIV,
Oncology and Hepatitis-C disease categories, as well as a complement to our overall disease state profile.

Critical Accounting Policies

Our consolidated financial statements have been prepared in accordance with United States generally accepted accounting
principles (“GAAP”). In preparing our financial statements, we are required to make estimates and assumptions that affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. We evaluate our estimates and judgments on an ongoing
basis. We base our estimates and judgments on historical experience and on various other factors that we believe to be reasonable
under the circumstances, the results of which form the basis for making judgments about the carrying values of assets and liabilities
that are not readily apparent from other sources. Our actual results may differ from these estimates, and different assumptions or
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conditions may yield different estimates. The following discussion highlights what we believe to be the critical accounting policies
and judgments made in the preparation of these consolidated financial statements.

Revenue Recognition

We generate revenue principally through the sale of prescription drugs, which are dispensed either through a pharmacy
participating in our pharmacy network or a pharmacy owned by us. Revenue is derived under two types of agreements: (i) fee-for-
service agreements, which accounted for 97.0%, or $571.3 million, 90.9%, or $524.0 million, and 78.8 % or $360.0 million of our
revenue for the years ended December 31, 2003, 2002 and 2001, respectively, and (ii) capitated agreements, which accounted for
3.0%, or $17.5 million, 9.1%, or $52.6 million, and 21.2% or $96.6 million of our revenue for the years ended December 31, 2003,
2002, and 2001, respectively.

Fee-For-Service Agreements. Fee-for-service agreements include: (i) specialty and mail service agreements, where we dispense
prescription medications through our pharmacy facilities and (i) PBM agreements, where prescription medications are dispensed
through pharmacies participating in our retail pharmacy network as well as through our traditional mail service facility. Under fee-
for-service agreements, revenue is recognized either: (a) when the pharmacy services are reported to us through the point of sale
(“POS”) claims processing system and the drug is dispensed to the Member, in the case of a prescription filled through a pharmacy
participating in our retail pharmacy network, or (b) at the time the drug is dispensed, in the case of a prescription filled through a
pharmacy owned by us.

Capitated Agreements. Our capitated PBM Services agreements with Plan Sponsors require us to provide covered pharmacy
services to Plan Sponsors’ Members in return for a fixed fee per Member per month paid by the Plan Sponsor. Capitated contracts
have terms varying from six months to three years. At such time as management estimates that a contract will sustain losses over its
remaining contractual life as a result of increased utilization or changes in product mix, a reserve is established for these estimated
losses at that time. There are currently no expected loss contracts, however, if historical patterns change, we may be required to
estimate a loss contract accrual. Our largest capitated contract expired March 31, 2003 and the customer continues to be serviced on a
fee-for-service basis since that time. We are not actively pursuing new capitated contracts and expect that the amount of revenue
derived from such contracts will continue to decline. We have no capitated Specialty Management and Delivery Services agreements.

Claims Payable

We are responsible for all covered prescriptions provided to plan members during the contract period. Claims are continuously
adjudicated through our on-line adjudication system. These claims are paid to the individual pharmacies on a weekly basis.

Allowance for Doubtful Accounts

Allowances for doubtful accounts are based on estimates of losses related to customer receivable balances. The procedure for
estimating the allowance for doubtful accounts requires significant judgment and assumptions. Our primary collection risks are for
patient co-payments and deductibles. The risk of collection varies based upon the product, the payor and the patient’s ability to pay the
amounts not reimbursed by the payor. We estimate the allowance for doubtful accounts based upon a variety of factors including the
age of the outstanding receivables and our historical experience of collections, adjusting for current economic conditions and, in some
cases, evaluating specific customer accounts for risk of loss. We continually review the estimation process and make changes to the
estimates as necessary.

Allowance for Contractual Discounts

We are reimbursed for the drugs and services we sell by many different payors including insurance companies, Medicare and
state Medicaid programs. The revenues and related accounts receivable are recorded net of payor contractual discounts to reflect the
estimated net billable amounts for the products and services delivered. We estimate the allowance for contractual discounts, based on
historical experience and in certain cases on a customer-specific basis, given our interpretation of the contract terms or applicable
regulations. However, the reimbursement rates are often subject to interpretation that could result in payments that differ from our
estimates. Additionally, updated regulations and contract negotiations occur frequently, necessitating our continual review and
assessment of the estimation process.

Rebates
Manufacturers’ rebates are recorded as estimates until such time as the rebate monies are received. These estimates are based on
historical results and trends and are revised on a regular basis depending on our latest forecasts. Should actual results differ,

adjustments will be recorded in future earnings. In some instances rebate payments are shared with the Company’s managed care
organizations. Shared rebates are recorded as a reduction of revenue. Total rebates are recorded as a reduction of cost of goods sold.
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Purchase Price Allocation

We account for acquisitions under the purchase method of accounting. Accordingly, any assets acquired and liabilities assumed
are recorded at their respective fair values. The recorded values of assets and liabilities are based on third party estimates and
independent valuations. The remaining values are based on management's judgments and estimates. Accordingly, our financial
position or results of operations may be affected by changes in estimates and judgments.

Income Taxes

As part of the process of preparing our consolidated financial statements, we estimate income taxes in each of the jurisdictions in
which we operate. This process involves estimating actual current tax expense as well as assessing temporary differences resulting
from differing treatment of items for book and tax purposes. These timing differences result in deferred tax assets and liabilities,
which are included in our consolidated balance sheet. A valuation allowance is recorded against deferred tax assets when, in the
opinion of management, it is uncertain whether we will be able to realize the benefit from its deferred tax assets. Net deferred income
tax assets increased $4.7 million in 2003. The valuation allowance for the deferred income tax asset decreased $7.5 million in 2003.
Management concluded that the valuation allowance was no longer needed and the tax asset will more likely than not be realized
based on our strong earnings history for the past three years and other positive factors. Hence, the total valuation allowance related to
our net operating loss carryforwards generated from stock exercises was reversed. The reversal did not affect net income or the
effective tax rate.

Impairment of Long Lived Assets

We evaluate whether events and circumstances have occurred that indicate the remaining estimated useful life of long lived
assets, including intangible assets, may warrant revision or that the remaining balance of an asset may not be recoverable. The
measurement of possible impairment is based on the ability to recover the balance of assets from expected future operating cash flows
on an undiscounted basis. Impairment losses, if any, would be determined based on the present value of the cash flows using discount
rates that reflect the inherent risk of the underlying business. It is management’s belief that no such impairment existed as of
December 31, 2003.

Effective on January 1, 2002, we adopted Statement of Financial Accounting Standards (“SFAS”) No. 142, Goodwill and Other
Intangible Assets. This statement addresses the accounting and reporting of goodwill and other intangible assets subsequent to their
acquisition. Since adoption of SFAS No. 142 in July 2001, amortization of goodwill has discontinued, and goodwill is reviewed at
least annually for impairment.

We evaluate goodwill for impairment based on a two-step process. The first step compares the fair value of a reporting unit with
its carrying amount, including goodwill. If the fair value of a reporting unit exceeds its carrying amount, goodwill of the reporting unit
is not impaired and the second step of the impairment test is unnecessary. If the carrying amount of the reporting unit exceeds its fair
value, the second step of the goodwill impairment test is necessary to measure the amount of impairment loss, if any. The second step
compares the implied fair value of reporting unit goodwill with the carrying amount of that goodwill. If the carrying amount of the
reporting unit goodwill exceeds the implied fair value of that goodwill, an impairment loss would be recognized in an amount equal to
that excess. We have two reporting units and both of the fair values of the reporting units exceeded their carrying amounts resulting in
no impairment charges in fiscal year 2003.

Indefinite-Lived Intangible

Under the provisions of Statement of Financial Accounting Standards No. 142, “Goodwill and Other Intangible Assets”, we are
required to perform an annual impairment test for its indefinite-lived intangible (i.e., Tradename) which is recorded at $4.7 million at
December 31, 2003. The impairment step is a one step process where the fair value is compared to the carrying value at least
annually. If the estimated fair value is lower than the carrying value, an impairment charge is recorded for the difference.

The determination of fair value of this intangible asset requires management to use estimate and assumption of the future cash
flows and discount rates. Changes to these assumptions could affect the estimated fair value.

We cannot predict the occurrence of certain future events that might adversely affect the reported value of the intangible that is
carried at $4.7 million at December 31, 2003. Such events include, but are not limited to, strategic decisions made in response to
economic and competitive conditions, the impact of the economic environment on our customer base, or a material negative change in
our relationships with significant customers.

Accounting for Stock-Based Compensation

We recognize stock-based compensation using the intrinsic value method as permitted by SFAS No. 123, Accounting for Stock-
Based Compensation. Accordingly, no compensation expense is recorded for employee stock-based awards issued at market value at

17



the date such awards are granted. Stock-based compensation granted to non-employees is accounted for using the fair value method in
accordance with SFAS No. 123, “Accounting for Stock-Based Compensation.”

Results of Operations
Consolidated
The following table provides consolidated details of our results for the years ended December 31, 2003, 2002 and 2001:
Consolidated

($ in thousands)

2003 Inc/(Dec) 2002 Inc/(Dec) 2001

Revenues $ 588,770 2% $ 576,596 26% $ 456,646
Cost of revenues $ 520,249 3% $ 505,998 25% $ 403,243
Gross profit $ 68,521 (3%) $ 70,598 32% $ 53,403
Gross profit percentage 11.6% 12.2% 11.7%

Year ended December 31, 2003 vs. December 31, 2002

Total revenue for the year ended December 31, 2003 increased 2% to $588.8 million from $576.6 million for the same period in
2002. In 2003, the Company’s PBM relationship with the TennCare® program ended. In addition the Company ceased distributing
Synagis” in the third quarter of 2003. Without these events, revenue would have increased 20% year over year.

Total cost of revenue increased 3% to $520.2 million from $506.0 million from December 31, 2002. Excluding the results of
TennCare® and Synagis® cost of revenue for the year 2003 was $445.2 million, compared to $363.9 million for 2002.

Gross profit for the year ended December 31, 2003 was $68.5 million representing a gross profit percentage of 11.6% compared
to $70.6 million or 12.2%, respectively, for the prior year. Excluding the results of TennCare” and Synagis®, gross profit for 2003
was $62.0 million compared to $57.9 million for 2002.

For the year ended December 31, 2003

Without TennCare®
As Reported TennCare” Synagis® and Synagis®
Revenue A 588,770 $ (67,814) $ (13,740) $ 507,216
Cost of Revenue $ 520,249 §  (62,238) $§ (12,833) § 445,178
Gross Profit $ 68,521 $ (5,577) $ (907) § 62,037
GP% 11.6% 12.2%

For the year ended December 31, 2002

Without TennCare®
As Reported TennCare” Synagis® and Synagis®
Revenue $ 576,596 $ (140,190) § (14,644) § 421,761
Cost of Revenue $ 505,998 § (128,575) $ (13,561) $ 363,863
Gross Profit $ 70,598 $§ (11,616) $ (1,084) $ 57,898
GP% 12.2% 13.7%

See segment information below for further details.
Year ended December 31, 2002 vs. December 31, 2001
Total revenues for the year ended December 31, 2002 were $576.6 million compared to $456.6 for the same period of 2001, an

increase of 26%. All of this growth occurred in the Specialty Management and Delivery Services segment and includes the revenue
from the Long Island, NY distribution center which was purchased in February of 2002.
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Cost of revenue increased 25% to $506.0 million in 2002 from $403.2 million in 2001. These costs followed the same trend as
the revenue.

Gross profit for 2002 was $70.6 million compared to $53.4 million in 2001, primarily due to growth in the Specialty Management
and Delivery Services business. The gross profit percentage increased to 12.2% for 2002 compared to 11.7% for 2001.

Specialty Management and Delivery Services
The following table provides details for the segment for the years ended December 31, 2003, 2002 and 2001.

Specialty Management and Delivery Services
($ in thousands)

2003 Inc/(Dec) 2002 Inc/(Dec) 2001

Revenues $ 193,243 14% $ 169,503 308% $ 41,547
Cost of revenues 154,966 18% 130,990 361% 28,398
Gross profit $ 38,277 (1%) $ 38,513 193% $ 13,149
Gross profit percentage 19.8% 22.7% 31.6%

Year ended December 31, 2003 vs. year ended December 31, 2002

Specialty Management and Delivery Services revenue increased $23.7 million in 2003 to $193.2 million, compared to revenue of
$169.5 million in 2002. This increase includes a $13.4 million decrease in revenue at the Long Island, NY distribution center over the
prior year, as a result of a reduction in the wholesale oncology business and from the loss of distribution rights for Synagis®. The
overall increase was due to continued growth in our injectable and infusion therapy programs, such as Immune Deficiency, Hepatitis
C, Rheumatoid Arthritis, Multiple Sclerosis and Growth Hormone therapies.

Cost of revenue increased $24.0 million to $155.0 million in 2003, compared to $131.0 in 2002. Gross profit declined $0.2
million to $38.3 million for the year ended December 31, 2003. Gross profit percentage declined to 19.8% in 2003 compared to
22.7% in 2002, as a result of increased revenue in lower margin injectable therapy programs as well as decreased revenues and margin
erosion at the Long Island, NY distribution center.

Year ended December 31, 2002 vs. year ended December 31, 2001

Revenues increased $128.0 million to $169.5 million in 2002 compared to $41.5 million in 2001. This increase was primarily the
result of the revenue generated from the Long Island, NY distribution center, purchased on January 31, 2002, and continued growth in
our BioScrip” injectable and infusion therapy programs.

Cost of revenue increased $102.6 million to $131.0 million in 2002 compared to $28.4 million in 2001. This increase is
commensurate with the business generated from the Long Island, NY distribution center business purchased on January 31, 2002 and
the growth in our BioScrip® injectable and infusion therapy programs.

Gross profit increased $25.4 million to $38.5 million in 2002 compared to $13.1 million in 2001. This is a result of the business
generated from the Long Island, NY distribution center business as well as increased BioScrip” sales, reflecting their revenue growth
from 2001. The gross profit percentage declined in 2002 compared to 2001 as a result of increases in the lower margin BioScrip®
injectable therapy programs as a percentage of total gross profit. The 2002 gross profit percentages reflect a higher proportion of
injectable therapy programs as compared to 2001, thereby decreasing gross profit percentage over time. Infusion therapy historically
yields a higher gross profit percentage.
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PBM Services
The following table provides details for the segment for the years ended December 31, 2003, 2002 and 2001:

PBM Services
($ in thousands)

2003 Inc/(Dec) 2002 Inc/(Dec) 2001
Revenues $ 395,527 (2.8%) $ 407,093 (1.9%) $ 415,099
Cost of revenues 365,283 (2.6%) 375,008 0.0% 374,845
Gross profit $ 30,244  (5.7%) $ 32,085 (203%) $ 40,254
Gross profit percentage 7.6% 7.9% 9.7%

Year ended December 31, 2003 vs. year ended December 31, 2002

PBM Services revenue decreased $11.6 million to $395.5 million in 2003 compared to revenue of $407.1 million in 2002, due to
the loss of TennCare® PBM business in the third quarter of 2003. The decrease was partially offset by growth in mail revenue and
other existing PBM contracts. TennCare” PBM revenue in 2003 was $67.8 million compared to $140.2 million in 2002. Excluding
the revenue from TennCare”, revenues from PBM Services grew 23% in 2003.

PBM Services cost of revenue decreased $9.7 million to $365.3 million in 2003. Gross profit decreased $1.8 million to $30.2
million compared to $32.1 million in 2002. The gross profit percentage decreased slightly from 7.9% to 7.6% compared to 2002. The
decrease is primarily due to renewing a previously capitated contract on a fee for service basis, which generally has a lower margin,
and lower rebates due to a change in the mix of certain drugs dispensed.

Year ended December 31, 2002 vs. year ended December 31, 2001

PBM Services revenues decreased $8.0 million to $407.1 million in 2002 compared to $415.1 million in 2001. In the second
quarter of 2002 we changed the terms of some of our PBM contracts so that we no longer accepted financial or credit risk for these
customers. As a result, we began recording revenue from these customers on a net basis where previously it was recorded on a gross
basis. This change reduced revenue and cost of revenue by $53.5 million for the twelve months ended December 31, 2002, with no
resulting effect on gross profit. Revenue was also reduced in 2002 as a result of the termination of certain less profitable PBM clients
and the liquidation of Access MedPLUS in the fourth quarter of 2001. These decreases were partially offset by increases in our retail
network and mail service contracts.

PBM Services cost of revenue increased slightly to $375.0 million in 2002 from $374.8 million in 2001. This change is a result
of the same reasons discussed above.

The PBM Services gross profit for the PBM Services segment decreased $8.2 million to $32.1 million in 2002 compared to $40.3
million in 2001. This is a result of the liquidation of a former TennCare® MCO customer and the termination of certain less profitable
PBM accounts. These decreases were partially offset by increases from continued growth in our retail network and mail services.

The gross profit percentage decreased to 7.9% in 2002 from 9.7% in 2001 as result of the liquidation of a former TennCare®
customer, the change in the mix of PBM clients from 2001, as well as growth in our retail network and mail services for 2002 which
generated lower gross profit percentages.

CONSOLIDATED RESULTS

Selling, General and Administrative Expenses

Selling, General & Administrative Expenses
($ in thousands)

2003 Inc/(Dec) 2002 Inc/(Dec) 2001

Revenue $ 588,770 2.1%  $ 576,596 26.3% $ 456,646
Selling, general and administrative expenses ~ $§ 50,633 104% $ 45,877 19.2% $ 38,489
SG&A as a % of revenue 8.6% 8.0% 8.4%
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For the year ended December 31, 2003, selling, general and administrative (S,G&A) expenses increased to $50.6 million or 8.6%
of revenue from $45.9 million or 8.0% for 2002. The increase in SG&A was a result of increased investment in sales resources and
expanded management to support the growth in the Specialty Management and Delivery Services business, a severance related charge
of $1.5 million associated with the termination of 55 employees in the PBM Services segment, acquisition related expenses of $0.7
million and a $0.9 million charge for a tentative settlement with the founder and former officer of the Company (see ‘Other Matters’).
We did not pay bonus compensation for 2003 as certain internal financial metrics were not met. Bonus compensation for 2002 was
$0.9 million.

In 2002, selling, general and administrative expenses increased $7.4 million, or 19.2%, to $45.9 million compared to $38.5
million in 2001. This increase is principally the result of the inclusion of the Long Island, NY distribution center business since
February 2002, additional expenses incurred to support the growth of our businesses and higher insurance premiums. Selling, general
and administrative expenses as a percentage of revenue decreased to 8.0% in 2002 from 8.4% in 2001.

TennCare® Reserve Adjustments

There were no TennCare® reserve adjustments during 2003. The TennCare” reserve adjustment of $0.9 million in the first quarter
of 2002 was the result of the collection of previously reserved receivables from Xantus Healthplans of Tennessee, Inc.

In 1999, we recorded $6.0 million of TennCare® reserve adjustments for estimated losses on contract receivables relating to
Tennessee Health Partnership (“THP”), Preferred Health Plans and Xantus Health Plans of Tennessee, Inc. (“Xantus”). In 2001, we
recorded a reserve adjustment credit of $1.0 million to reflect a favorable settlement with THP relative to the amount initially
reserved in 1999. There were no reserve adjustments in 2000. In addition, in 2001 and 2002, we recorded reserve adjustment credits
of $1.5 million and $0.9 million, respectively, as a result of the collection of receivables from Xantus previously reserved for in 1999.

Amortization of Intangibles

For 2003, we recorded amortization of intangibles of $1.9 million, versus $1.4 million in 2002. The increase was primarily the
result of a change in the estimated amortizable period of certain identifiable intangibles related to the Long Island, NY distribution
center. In the fourth quarter of 2002 the Company changed the life of the intangible assets acquired with the Long Island distribution
center. The expected amortizable life of these assets range from three to ten years.

In 2002 and 2001 the Company recorded amortization of intangibles of $1.4 million and $2.2 million, respectively. The decrease
of $0.8 million in 2002 is a result of the adoption of SFAS No. 142 (see Note 5 of Notes to Consolidated Financial Statements),
partially offset by increased amortization of intangibles acquired from Vitality on January 31, 2002.

Net Interest Expense
Net interest expense remained constant at $0.8 million for 2003 and 2002.

Net interest expense was $0.8 million and $0.06 million for 2002 and 2001, respectively. Interest expense for 2002 was primarily
the result of increased borrowings under our revolving credit facility to fund the $35 million cash portion of the Vitality acquisition
purchase price.

Provision for Income Taxes

The provision for income taxes was $6.1 million for 2003 and $4.7 million for 2002. The effective tax rate for 2003 was 40.0%
compared to a 20.0% rate for 2002. Compared to our federal NOLs in 2002 and 2001 that reduced the effective tax rate, the
remaining federal NOLs are recorded directly in stockholders’ equity since they were generated primarily as a result of the exercise of
non-qualified stock options in prior years. At December 31, 2003, we had remaining federal net operating losses (“NOLs”) of $19.4
million, which begin expiring in 2009. The valuation allowance for the deferred income tax asset decreased $7.5 million in 2003.
Management concluded that the valuation allowance was no longer needed and the tax asset will more likely than not be realized
based on our strong earnings history for the past three years and other positive factors. Therefore, the total valuation allowance
related to our net operating loss carryforwards generated from stock exercises was reversed. The reversal did not affect income or the
effective tax rate.

Net Income and Earnings Per Share
Net income for 2003 was $9.1 million, or $0.40 per diluted share, compared to net income of $18.7 million, or $0.79 per diluted

share for 2002. For the year ended 2003, net income includes a charge of $0.9 million related to severance payments as well as a
charge of $0.6 million for settlement with the founder and former officer of the Company. The effective tax rate for 2003 was 40%
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compared to 20% for 2002. Average diluted shares outstanding for 2003 decreased by 1.0 million to 22.6 million shares, due to the
repurchase of some of our common stock during the year.

Net income for 2002 increased 32% to $18.7 million, or $0.79 per diluted share, compared to net income of $14.2 million, or
$0.64 per diluted share, for 2001. Excluding 2002 and 2001 gains associated with TennCare® reserve adjustments of $0.03 and $0.10
per diluted share, respectively, and the $0.08 per diluted share impact of amortization of goodwill in 2001.

Liquidity and Capital Resources

We utilize both funds generated from operations and available credit under its Facility (as defined below) for acquisitions, capital
expenditures and its general working capital needs.

For 2003, net cash provided from operating activities totaled $14.3 million compared to $20.8 million for 2002. This decrease is
primarily due to the loss of TennCare®, which resulted in decreases in claims payable and payables to plan sponsors. Final rebate
payments related to the TennCare®™ PBM business will be made in the first and second quarters of 2004.

Net cash used in investing activities in 2003 was $1.0 million compared to $33.3 million used in 2002. This decrease reflects
approximately $35 million of the Facility used for the cash portion of the purchase price for the Vitality acquisition, partially offset by
the repayment in full, in March 2002, of a $2.1 million officer loan.

Net cash used by financing activities in 2003 was $9.7 million compared to net cash provided in 2002 of $5.7 million. There were
no outstanding bank borrowings under our $45 million revolving credit facility (the “Facility”) with HFG Healthco-4 LLC, an affiliate
of Healthcare Finance Group, Inc. (“HFG”), at December 31, 2003, a $4.6 million decrease from the same period in 2002.
Outstanding bank borrowings decreased as a result of operating cash generated by our business and operations. The reduction in
outstanding debt was achieved after the use of approximately $5.1 million for the repurchase of common stock under our stock
repurchase program.

At December 31, 2003, we had working capital of $17.0 million compared to $5.1 million at December 31, 2002. This increase is
primarily the result of continued strong operating cash generated by our business and operations which allowed the full repayment of
all outstanding borrowings under the Facility at December 31, 2003, totaling $4.6 million at December 31, 2002.

The Facility is an asset-based loan, has a three-year term expiring on November 1, 2006 and is secured by our receivables with
interest paid monthly. Borrowings are repaid by the cash flow from customer payments. It provides for borrowing of up to $45
million at the London Inter-Bank Offered Rate (LIBOR) plus 2.4%. The Facility contains various covenants that, among other things,
require us to maintain certain financial ratios, as defined in the agreements governing the Facility. As of December 31, 2003, there
were no outstanding borrowings under the Facility. After the initial three year term, the Facility automatically renews for additional
one-year terms unless either party gives notice not less than 90 days prior to the expiration of the initial term or any renewal term of
their intention not to renew the Facility. The Facility allows us to request an increase in the amount available for borrowing up to
$100 million, as well as converting a portion of any outstanding borrowings from a Revolving Loan into a Term Loan. The borrowing
base utilizes receivables balances, among other things, as collateral.

The borrowing and repayment processes under the Facility are outlined below:

Under the terms of the Facility, all remittances from customers are sent/deposited into our lock box accounts with authorized
access by HFG. Regardless of whether any portion of the Facility is outstanding on any given day, all available cash in the lock box
accounts is swept daily by HFG to its account. If there are no amounts owed under the Facility, the swept cash is transferred back the
same day to our main bank account. If any amounts are currently outstanding under the Facility, the swept cash is immediately applied
by HFG against all or a portion of the loan balance. Any cash available after repayment of the entire outstanding loan balance on any
given day is transferred back to us as discussed above.

All Company-issued checks are drawn on two disbursement accounts, one for pharmacy claims payments and one for remaining
accounts payable. Checks are presented for payment daily to the disbursement accounts and are automatically funded by a transfer
from our main concentration account. If there are sufficient available balances in the concentration account, funds are automatically
transferred to the disbursement accounts to cover the presentments. If there are not sufficient available balances in the concentration
account we must borrow from the Facility that day. An authorized officer of the Company transmits a notice to HFG with the
requested amount by noon. Within an hour HFG wires the requested amount as available funds to the concentration account, which
amount is then automatically transferred the same day to the disbursement accounts to cover the presentments.

Treasury Stock Purchases
On February 28, 2003, we announced a stock repurchase program pursuant to which we are authorized to purchase up to $10

million of our common stock from time to time by various means. As of December 31, 2003, we used, in the aggregate, approximately
$5.1 million of that authorization. The Board's current authorization superseded the repurchase program authorized in 2001.
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As we continue to grow, we anticipate that our working capital needs will also continue to increase. We believe that we have
sufficient cash on hand, together with funds available under the Facility and cash expected to be generated from operating activities, to
fund our anticipated working capital needs, the current stock repurchase program and other cash needs.

We may also pursue joint venture arrangements, business acquisitions and other transactions designed to expand our Specialty
Management and Delivery Services and PBM Services businesses, which we would expect to fund from cash on hand or debt,
borrowings under the Facility, other future indebtedness or, if appropriate, the private and/or public sale or exchange of equity
securities (see discussion of the Facility above).

The following table sets forth our contractual obligations affecting cash in the future:

Payments Due in Period
(in thousands)

Less than 1 After 5

Contractual Obligations Total year 1-3 years  4-5 years years
Line of Credit $ -3 -3 -5 -8 -
Capital Lease Obligations 459 424 35 - -
Operating Leases 7,412 1,780 2,949 1,961 722
Total Contractual Cash Obligations $ 7,871 $§ 2204 $ 2984 $§ 1961 $ 722

On February 2, 2004, we acquired Natural Living, Inc. for $15 million cash. This purchase was financed using the Facility.
Other Matters

On March 1, 2004 we reached a tentative settlement with E. David Corvese, the founder and a former officer and director of the
Company under which we would pay Mr. Corvese $950,000 and either extend the term of our existing lease or purchase the real
property at which one of our facilities is located, the value of which would be determined by a certified real estate appraiser. Mr.
Corvese had sued us in Delaware Chancery Court seeking indemnification of $2.4 million he paid to settle certain claims and charges
of the federal government and State of Tennessee and a declaration that he is not obligated to repay the Company for legal fees, costs
and expenses previously advanced by us to him to defend those claims and charges. We answered the complaint denying that Mr.
Corvese is entitled to indemnification and seeking repayment of the advanced fees, costs and expenses. However, after considering
the substantial costs of proceeding with this litigation and the significant management time and attention that would be required, we
believe that a settlement at this time would be in the Company’s and its stockholders’ best interest. The settlement was reached after
the balance sheet date but prior to the issuance of the financial statements. Accordingly, we recorded a pre-tax charge of $950,000 at
December 31, 2003.

We believe that we have rights of recovery for amounts paid in this settlement against third parties. We are exploring our rights
against these parties and will pursue recovery if it is ultimately deemed to be in the stockholders’ best interests. The settlement is
subject to documentation and approval by the Company’s Board and, if finalized, would include both parties’ full release of the other.

In 1998, we recorded a $2.2 million charge against earnings as a result of an agreement in principle with respect to a civil
settlement of a Federal and State of Tennessee investigation in connection with conduct occurring prior to our August 1996 initial
public offering involving, among others, two former officers of the Company. The definitive agreement covering that settlement was
executed on June 15, 2000, and required payment of $0.8 million in 2000, $0.9 million in 2001, and $0.5 million in 2002.

On March 23, 2002, Mr. Richard Friedman, our Chairman and Chief Executive Officer, repaid in full a $1.7 million loan from the
Company. This loan, together with accrued and unpaid interest, totaled approximately $2.1 million.

On February 2, 2004, we announced our acquisition of Natural Living, Inc., a specialty pharmaceutical provider, based in New
York City for $15 million. We believe that Natural Living’s foundation of long-term local physician relationships and loyal customer
base in the New York metropolitan region will further enhance our HIV, Oncology and Hepatitis C disease categories, while
complementing our overall disease state profile.

Natural Living’s 2003 annual revenues were approximately $40 million and the acquisition is expected to be slightly accretive to

our earnings per share in 2004. Natural Living will be consolidated starting in February, 2004 and the purchase price allocation is not
yet complete.
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Regulatory Matters

On April 18, 2003, the U.S. Department of Health and Human Services, Office of Inspector General (“OIG”) released Compliance
Program Guidance for Pharmaceutical Manufacturers (the “Guidance”) designed to provide voluntary, nonbinding guidance to assist
companies that develop, manufacture, market and sell pharmaceutical products or biological products, including PBM’s in devising
effective compliance programs. The Guidance provides the OIG’s view of the fundamental elements of pharmaceutical
manufacturer’s compliance programs and principles that should be considered when creating and implementing an effective
compliance program, or as a benchmark for companies with existing compliance programs. We currently maintain a compliance
program that includes the key compliance program elements described in the Guidance. We believe that the fundamental elements of
our compliance program are consistent with the principles, policies and intent of the Guidance.

Impact of Recently Issued Accounting Standards

In July 2002, the FASB issued SFAS No. 146, Accounting for Costs Associated with Exit or Disposal Activities, which addresses
financial accounting and reporting for costs associated with exit or disposal activities and nullifies Emerging Issues Task Force
(EITF) Issue No. 94-3, Liability Recognition for Certain Employee Termination Benefits and Other Costs to Exit an Activity. SFAS
No. 146 requires that a liability for a cost associated with an exit or disposal activity be recognized when the liability is incurred.
Under EITF Issue No. 94-3, a liability for an exit cost was recognized at the date of an entity’s commitment to an exit plan. The
provisions of SFAS No. 146 are effective for exit or disposal activities that are initiated after December 31, 2002. The adoption of the
provisions of SFAS No. 146 in fiscal year 2003 did not have a material effect on our financial position or results of operations.

In November 2002, the Emerging Issues Task Force ("EITF") of the FASB reached a consensus on EITF Issue No. 00-21,
"Revenue Arrangements with Multiple Deliverables" related to the timing of revenue recognition for arrangements in which goods or
services or both are delivered separately in a bundled sales arrangement. The consensus requires that when the deliverables included in
this type of arrangement meet certain criteria they should be accounted for separately. This may result in a difference in the timing of
revenue recognition but will not result in a change in the total amount of revenue recognized over the life of the arrangement. The
allocation of revenue to the separate deliverables is based on the relative fair value of each item in a bundled sales arrangement. If the
fair value is not available for the delivered items, the residual method must be used. This method requires that the amount allocated
for the undelivered items in the arrangement be recorded at their full fair value. This results in the discount, if any, being allocated to
the delivered items. This consensus is effective prospectively for arrangements entered into in fiscal periods beginning after June 15,
2003. The adoption of EITF Issue No. 00-21 did not have a material impact on our financial position or results of operations.

In April 2003, the FASB issued SFAS No. 149, Amendment of Statement 133 on Derivative Instruments and Hedging Activities.
This Statement amends SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities, by requiring that contracts with
comparable characteristics be accounted for similarly and clarifies when a derivative contains a financing component that warrants
special reporting in the statement of cash flows. SFAS No. 149 is effective for contracts entered into or modified after June 30, 2003
and for hedging relationships designated after June 30, 2003 and must be applied prospectively. The adoption of the provisions of
SFAS No. 149 in fiscal year 2003 did not have a material impact on our financial position or results of operations.

In May 2003, the FASB issued SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of both
Liabilities and Equity. This statement established standards for how an issuer classifies and measures in its Statement of Financial
Position certain financial instruments with characteristics of both liabilities and equity. SFAS No. 150 is effective for financial
instruments entered into or modified after May 31, 2003, and otherwise is effective at the beginning of the first interim period
beginning after June 13, 2003 and must be applied prospectively by reporting the cumulative effect of a change in an accounting
principle for financial instruments created before the issuance date of the Statement and still existing at the beginning of the interim
period of adoption. The adoption of SFAS No. 150 did not have a material effect on our financial position or results of operations
since we do not currently have any financial instruments with characteristics of both liabilities and equity.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Our exposure to market risk for changes in interest rates relates primarily to our debt. At December 31, 2003 we did not have any
long-term debt. The Company does not invest in, or otherwise use, derivative financial instruments.

At December 31, 2003, the carrying values of cash and cash equivalents, accounts receivable, accounts payable, claims payable,
payables to Plan Sponsors and others, and debt approximate fair value due to their short-term nature.

Because we do not believe that out exposure to interest rate market risk is material at this time, we have not developed or
implemented a strategy to manage this market risk through the use of derivative financial instruments or otherwise. We will assess the
significance of interest rate market risk from time to time and will develop and implement strategies to manage that risk as
appropriate.
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Item 8. Financial Statements and Supplementary Data
REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders
MIM Corporation

We have audited the accompanying consolidated balance sheets of MIM Corporation and subsidiaries as of December 31, 2003 and
2002, and the related consolidated statements of operations, stockholders’ equity, and cash flows for the years then ended. Our audits
also included the financial statement schedule listed in the Index at Item 15(a). These financial statements and schedule are the
responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements and schedule
based on our audits. The financial statements and schedule of MIM Corporation as of December 31, 2001 and for the year then ended,
were audited by other auditors who have ceased operations and whose report dated February 16, 2002, expressed an unqualified
opinion on those statements, prior to restatement.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of
MIM Corporation at December 31, 2003 and 2002, and the consolidated results of their operations and their cash flows for the years
then ended, in conformity with accounting principles generally accepted in the United States. Also, in our opinion, the related
financial statement schedule, when considered in relation to the basic financial statements taken as a whole, presents fairly in all
material respects the information set forth therein.

In addition, as described in Note 5, these financial statements have been further revised to include the transitional disclosures required
by Statement of Financial Accounting Standards No. 142, “Goodwill and Other Intangible Assets”, which was adopted by the
Company as of January 1, 2002. Our audit procedures with respect to the disclosures in Note 5 with respect to 2001 included (a)
agreeing the previously reported net income (loss) representing amortization expense, (including any related tax effects) recognized in
those periods related to goodwill, to the Company’s underlying records obtained from management, and (b) testing the mathematical
accuracy of the reconciliation of adjusted net income (loss) to reported net income (loss) and the related earnings-per-share amounts.
In our opinion, the disclosures for 2001 in Note 5 are appropriate. However, we were not engaged to audit, review or apply any
procedures to the 2001 financial statements of the Company other than with respect to such adjustments and, accordingly, we do not
express an opinion or any other form of assurance on the 2001 financial statements taken as a whole.

As discussed in Note 5 to the consolidated financial statements, effective January 1, 2002, the Company adopted Statement of
Financial Accounting Standards No. 142.

/s/ _Ernst & Young, LLP
MetroPark, New Jersey
February 2, 2004, except
for Note 18, as to which
the date is March 4, 2004

25



REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Stockholders of MIM Corporation and Subsidiaries:

We have audited the accompanying consolidated balance sheets of MIM Corporation (a Delaware corporation) and Subsidiaries
as of December 31, 2001 and 2000 and the related consolidated statements of operations, stockholders' equity and cash flows for each
of the three years in the period ended December 31, 2001. These consolidated financial statements and the schedule referred to below
are the responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements based
on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of MIM
Corporation and Subsidiaries as of December 31, 2001 and 2000 and the results of their operations and their cash flows for each of the
three years in the period ended December 31, 2001, in conformity with accounting principles generally accepted in the United States.

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a whole. The schedule
listed in the index to the financial statements is presented for the purpose of complying with the Securities and Exchange
Commission’s rules and is not part of the basic financial statements. This schedule has been subjected to the auditing procedures
applied in our audits of the basic financial statements, and in our opinion, fairly states in all material respects the financial data
required to be set forth therein in relation to the basic financial statements taken as a whole.

ARTHUR ANDERSEN LLP

Roseland, New Jersey
February 16, 2002

This is a copy of an Accountant’s Report previously issued by Arthur Andersen LLP, and has not been reissued by Andersen. See
Exhibit 23.2 for further information.
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MIM CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31,
(In thousands, except for share amounts)

ASSETS

Current assets

Cash and cash equivalents $

Receivables, less allowance for doubtful accounts of $3,870 and $3,483
at December 31, 2003 and 2002, respectively
Inventory

Prepaid expenses and other current assets

Total current assets

Property and equipment, net
Deferred taxes
Other assets and investments
Goodwill, net

Intangible assets, net

Total assets $

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities

Current portion of capital lease obligations $

Line of credit

Accounts payable

Claims payable

Payables to plan sponsors

Accrued expenses and other current liabilities

Total current liabilities

Capital lease obligations, net of current portion and other non-current liabilities

Total liabilities

Commitments and contingencies

Stockholders' equity
Common stock, $.0001 par value; 40,000,000 shares authorized,
22,101,827 and 22,744,694 shares issued and outstanding
at December 31, 2003 and 2002, respectively

Additional paid-in capital

Accumulated deficit

Treasury stock, 2,198,076 and 1,398,183 shares at cost
at December 31, 2003 and 2002, respectively

Total stockholders' equity

Total liabilities and stockholders' equity $

2003 2002
9,428 $ 5,751
60,861 75,512
8,553 9,320
2,160 2,104
81,002 92,687
5,247 7,388
7,789 3,046
514 704
61,085 61,085
15,554 17,321
171,191 $ 182,231
399 $ 634
- 4,608
16,857 17,302
27,359 34,869
11,228 23,921
8,111 6,252
63,954 87,586
35 437
63,989 88,023
2 2
129,583 120,651
(14,381) (23,511)
(8,002) (2,934)
107,202 94,208
171,191 $ 182,231

The accompanying notes are an integral part of these consolidated financial statements.
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MIM CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
Years Ended December 31,

(In thousands, except for per share amounts)

2003 2002 2001

Revenue $ 588,770 $ 576,596 456,646
Cost of revenue 520,249 505,998 403,243

Gross profit 68,521 70,598 53,403
Selling, general and administrative expenses 50,633 45,877 38,489
Amortization of intangibles 1,863 1,424 2,200
TennCare reserve adjustments - (851) (2,476)

Income from operations 16,025 24,148 15,190
Interest expense, net (808) (792) (56)

Income before provision for income taxes 15,217 23,356 15,134
Provision for income taxes 6,087 4,671 932

Net income $ 9,130 $ 18,685 14,202
Basic income per share $ 0.41 $ 0.83 0.67
Diluted income per share $ 0.40 $ 0.79 0.64
Weighted average shares used

in computing basic income per share 22,164 22,616 21,273
Weighted average shares used

in computing diluted income per share 22,640 23,563 22,289

The accompanying notes are an integral part of these consolidated financial statements.
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MIM CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(In thousands)

Additional Paid- Accumulated Stockholder Notes Total Stockholders'
Common Stock  Treasury Stock In Capital Deficit Receivable Equity
Balance December 31, 2000 $ 2 $ (338) § 97,010 $ (56,398) § (771)  § 39,505
Reclassification of stockholders
loans to other assets - - - - 771 771
Exercise of stock options - - 7,274 - - 7,274
Issuance of common stock to employees - - 28 - - 28
Dissolution of MIM Strategic - - 1,112 - - 1,112
Purchase of treasury stock - (2,596) - - - (2,596)
Net income - - - 14,202 - 14,202
Balance December 31, 2001 2 (2,934) 105,424 (42,196) - 60,296
Exercise of stock options and other related activities - - 1,826 - - 1,826
Shares issued in connection with
Vitality acquisition - - 10,355 - - 10,355
Tax benefit recorded from non-qualified option exercises 3,046 3,046
Net income - - - 18,685 - 18,685
Balance December 31, 2002 2 (2,934) 120,651 (23,511) - 94,208
Exercise of stock options and other related activities - - 911 - - 911
Tax benefit recorded from non-qualified option exercises 8,021 8,021
Purchase of treasury stock - (5,068) - - - (5,068)
Net income - - - 9,130 - 9,130
Balance December 31, 2003 $ 2 $ (8,002) § 129,583 $ (14,381) - $ 107,202

The accompanying notes are an integral part of these consolidated financial statements.
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MIM CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

2003 2002 2001

Cash flows from operating activities:
Net income $ 9,130 $ 18,685 § 14,202
Adjustments to reconcile net income to net cash provided by
operating activities, net of acquisitions:

Depreciation 3,102 4,054 4,158
Amortization 1,979 2,010 2,200
TennCare reserve adjustment - (851) (2,476)
Non-cash compensation expense 289 145 28
Provision for losses on receivables and due from affiliates 1,713 1,193 1,383
Changes in assets and liabilities, net of acquisitions
Receivables, net 12,938 142 (9,684)
Inventory 767 (2,040) (1,114)
Prepaid expenses and other current assets (56) (554) 241
Accounts payable and accrued expenses 4,692 6,904 1,773
Claims payable (7,510) (11,696) 8,723
Payables to plan sponsors and others (12,694) 2,859 (7,977)
Non-current liabilities (7) (50) (531)
Net cash provided by operating activities 14,343 20,801 10,926

Cash flows from investing activities:

Purchases of property and equipment, net of disposals (961) (2,101) (2,632)
Costs of acquisitions, net of cash acquired - (34,851) (2,186)
Due from affiliates, net - 2,132 384
(Increase) decrease in other assets (20) 1,555 780
Net cash (used in) investing activities (981) (33,265) (3,654)
Cash flows from financing activities:
Repayments/borrowings on line of credit (4,608) 4,608 -
Principal payments on capital lease obligations (631) (560) (588)
Decrease in debt - - (165)
Proceeds from exercise of stock options 622 1,680 7,274
Purchase of treasury stock (5,068) - (2,596)
Net cash (used in) provided by financing activities (9,685) 5,728 3,925
Net increase (decrease) in cash and cash equivalents 3,677 (6,736) 11,197
Cash and cash equivalents--beginning of period 5,751 12,487 1,290
Cash and cash equivalents--end of period $ 9428 $ 5,751 $ 12,487
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MIM CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31,

(In thousands, except per share amounts)

Supplemental Disclosures:

The Company paid $421, $853 and $465 in cash for interest for each of the years ended December 31, 2003, 2002, and 2001,
respectively.

Cash paid for income taxes was $1,678, $3,071 and $1,147 for the years ended December 31, 2003, 2002, and 2001, respectively.
In 2001, there was a contribution of a minority interest to additional paid-in capital of $1,112 upon dissolution of a subsidiary.

In 2001, the Company reclassified stockholder notes receivable of $771 to other assets. During 2001, the stockholder repaid $504 of
the notes outstanding, with the balance of $267 being repaid in 2002.

In connection with the acquisition of Vitality Home Infusion Services, Inc. (“Vitality”) (the Long Island, N.Y. Distribution Center),
the Company issued 612,419 shares of its common stock, par value $0.0001 per share, valued at $10,355 during the year ended
December 31, 2002.

The accompanying notes are an integral part of these consolidated financial statements.
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MIM CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except where otherwise noted and for share and per share amounts)

NOTE 1—NATURE OF BUSINESS
Corporate Organization

MIM Corporation (the “Company” or “MIM”) is a pharmaceutical healthcare organization which delivers innovative pharmacy
benefit management, specialty pharmaceutical management and distribution and other pharmacy-related healthcare solutions. The
Company combines its clinical management expertise, sophisticated data management and therapeutic fulfillment capabilities to serve
the particular needs of each of its customers. The Company provides a broad array of pharmacy benefits, products and services to
individual patients or enrollees ("Members") receiving health benefits, principally through health insurers, including HMO’s,
indemnity plans and PPO’s, managed care organizations, other insurance companies, and, to a lesser extent, labor unions, self-funded
employer groups, government agencies, and other self-funded plan sponsors (collectively, “Plan Sponsors™). These services are
organized under two reportable operating segments: pharmacy benefit management and mail services (collectively, “PBM Services”),
and specialty pharmacy distribution and clinical management services (“Specialty Management and Delivery Services”).

Business

In 2003, the Company derived revenues from agreements to provide PBM services, which includes prescription Mail Service to
the Members of Plan Sponsors in the United States. The Company also provided Specialty Management and Delivery Services to
patients who are chronically ill, genetically impaired, or afflicted with potentially life threatening diseases that require injection and
infusion therapies, as well as infusion therapies and home healthcare services to patients recently discharged from hospitals.

Historically, a significant portion of the Company’s revenues were derived from providing PBM services in the State of
Tennessee to managed care organizations participating in the State of Tennessee’s TennCare” program. On May 27, 2003 the
Company was notified that commencing July 1, 2003, we would no longer be providing PBM Services to Plan Sponsors participating
in the TennCare® program. PBM agreements with Plan Sponsors participating in the TennCare®™ program were expected to generate
$85 million in revenue and approximately $5.5 million in gross profit for the second half of 2003. For the years ended December 31,
2003, 2002 and 2001, TennCare® revenue was $67.8 million, $140.2 million and $141.9 million, respectively. Gross Profit for the
same periods was $5.6 million, $11.6 million and $24.2 million, respectively. The Company is still providing Specialty Management
and Delivery Services to customers in Tennessee and continues to work for increased penetration in this market.

Through its BioScrip® specialty injectable and infusion therapy programs, the Company distributes high-cost pharmaceuticals and
provides clinically focused case and disease management programs to Members afflicted with chronic illnesses or genetic
impairments. The disease states or conditions for which the Company has such programs include HIV/AIDS, oncology, hemophilia,
multiple sclerosis, growth hormone deficiency, Gaucher’s disease, rheumatoid arthritis, infertility, respiratory syncytial virus (RSV),
hepatitis C, Crohn’s disease and transplants. The specialty drugs distributed through the BioScrip® programs are dispensed and
serviced from the Company’s various dispensing locations in Columbus, Ohio; Livingston, New Jersey; and Roslyn Heights, New
York. The Roslyn Heights facility has been utilized since January 2002, the acquisition date of Vitality Home Infusion Services, Inc.
(“Vitality”), a New York-based provider of specialty pharmaceutical injectable therapy services. The Livingston location has been
utilized since August 2000, the acquisition date of American Disease Management Associates, LLC (“ADIMA”), a New Jersey-based
provider of specialty injectable and infusion therapy services.

NOTE 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Consolidation

The consolidated financial statements include the accounts of MIM Corporation and its subsidiaries. All significant intercompany
accounts and transactions have been eliminated in consolidation.

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires
management to make certain estimates and assumptions. These estimates and assumptions affect the reported amounts of assets and

liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.
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Cash and Cash Equivalents

Cash and cash equivalents include demand deposits, overnight investments and money market accounts, with maturities of ninety
days or less.

Receivables

Receivables include amounts due from plan sponsors under the Company's pharmacy benefit management (“PBM”) agreements,
amounts due from pharmaceutical manufacturers for rebates, service fees resulting from the distribution of certain drugs through retail
pharmacies and amounts due from certain third party payors.
Allowance for Doubtful Accounts

Allowances for doubtful accounts are based on estimates of losses related to customer receivable balances. Our primary
collection risks are for patient co-payments and deductibles. We estimate the allowance for doubtful accounts based upon a variety of
factors including the age of the outstanding receivables and our historical experience of collections. We continually review the
estimation process and makes changes to estimates as necessary.

Inventory

Inventory is stated at the lower of cost or market. Cost is determined using the first-in, first-out (FIFO) method. Inventory
consists principally of purchased prescription drugs.

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation and amortization. Depreciation is calculated using the
straight-line method over the estimated useful lives of assets. The estimated useful lives of the Company’s assets are as follows:

Asset Useful Life
Computer and office equipment............ 3-5 years
Furniture and fixtures........................ 5-7 years

Leasehold improvements and leased assets are amortized using a straight-line basis over the related lease term or estimated useful
life of the assets, whichever is less. The cost and related accumulated depreciation of assets sold or retired are removed from the
accounts with the gain or loss, if applicable, recorded in the statement of operations. Maintenance and repairs are expensed as
incurred.

Claims Payable

The Company is responsible for all covered prescriptions provided to plan members during the contract period. Claims are
continuously adjudicated through the Company’s on-line adjudication system. These claims are paid to the individual pharmacies on
a weekly basis.

Payables to Plan Sponsors

Payables to plan sponsors represents the sharing of pharmaceutical rebates with the plan sponsors and, on a limited basis, profit
sharing plans with certain contracts.

The Company estimates the portion of those pharmacy rebates that are shared with plan sponsors and adjusts pharmacy rebates
payable to plan sponsors when the amounts are paid typically on a quarterly basis, or as significant events occur. These estimates are
accrued periodically based on actual and estimated claims data and agreed upon contractual rebate sharing rates. The Company
adjusts these estimates on a periodic basis based on changing circumstances such as contract modifications, product mix subject to
rebates, and changes in the applicable formulary.

Revenue Recognition

The Company generates revenue principally through the sale of prescription drugs, which are dispensed either through a
pharmacy participating in the Company’s pharmacy network or a pharmacy owned by the Company. Revenue is derived under two
types of agreements: (i) fee-for-service agreements, which accounted for 97.0%, or $571.3 million, 90.9%, or $524.0 million, and
78.8% or $360.0 million of the Company’s revenue for the years ended December 31, 2003, 2002 and 2001, respectively, and (ii)
capitated agreements, which accounted for 3.0%, or $17.5 million, 9.1%, or $52.6 million, and 21.2% or $96.6 million of the
Company’s revenues for the years ended December 31, 2003, 2002, and 2001, respectively.
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Fee-For-Service Agreements. Fee-for-service agreements include: (i) specialty and mail service agreements, where the Company
dispenses prescription medications through its own pharmacy facilities and (i) PBM agreements, where prescription medications are
dispensed through pharmacies participating in the Company’s retail pharmacy network as well as the Company’s mail service facility.
Under fee-for-service agreements, revenue is recognized either: (a) when the pharmacy services are reported to the Company through
the point of sale (“POS”) claims processing system and the drug is dispensed to the Member, in the case of a prescription filled
through a pharmacy participating in the Company’s retail pharmacy network, or (b) at the time the drug is dispensed, in the case of a
prescription filled through a pharmacy owned by the Company.

Revenue generated under PBM agreements is classified as gross or net by the Company based on whether it is acting as a
principal or an agent in the fulfillment of prescriptions through its retail pharmacy network. When the Company independently has a
contractual obligation to pay a network pharmacy provider for benefits provided to its plan sponsors’ members, and has other
indicators of risk and reward, the Company includes payments from these plan sponsors as revenue and payments to the network
pharmacy providers as cost of revenue, as these transactions require the Company to assume credit risk and act as a principal. If the
Company merely acts as an agent, and consequently administers plan sponsors’ network pharmacy contracts, the Company does not
assume credit risk and records only the administrative fees as revenue.

Capitated Agreements. The Company's capitated PBM Services agreements with Plan Sponsors require the Company to provide
covered pharmacy services to Plan Sponsors’ Members in return for a fixed fee per Member per month paid by the Plan Sponsor.
Capitated contracts have terms varying from six months to three years. At such time as management estimates that a contract will
sustain losses over its remaining contractual life as a result of increased utilization or changes in product mix, a reserve is established
for these estimated losses at that time. There are currently no expected loss contracts, however, if historical patterns change, we may
be required to estimate a loss contract accrual. The Company’s largest capitated contract expired March 31, 2003 and the customer
continues to be serviced on a fee-for-service basis since that time. We are not actively pursuing new capitated contracts and expect
that the amount of revenue derived from such contracts will continue to decline. The Company has no capitated Specialty
Management and Delivery Services agreements. At December 31, 2003, the Company had six capitated arrangements.

Co-payments. When prescriptions are filled and the Company is the participating pharmacy, the Company is entitled to collect
and retain co-payments from plan sponsors’ members and the Company records these co-payments as revenue when the amounts are
deemed collectible and reasonably estimable. When prescriptions are filled through its retail pharmacy networks, the Company is not
entitled to retain these amounts and accordingly does not account for co-payments in its financial statements. These amounts are
never billed or collected by the Company and it has no legal right or obligation to receive any co-payments collected by the
pharmacies in its retail network.

Cost of Revenue

Cost of revenue includes pharmacy claims, fees paid to pharmacists and other direct costs associated with pharmacy management,
claims processing operations and mail order services, offset by volume rebates received from pharmaceutical manufacturers. The
Company does not maintain cost of revenue information with regards to product sales.

Income Taxes

As part of the process of preparing the Company's consolidated financial statements, management is required to estimate income
taxes in each of the jurisdictions in which it operates. This process involves estimating actual current tax expense as well as assessing
temporary differences resulting from differing treatment of items for book and tax purposes. These timing differences result in
deferred tax assets and liabilities, which are included in the Company's consolidated balance sheet. A valuation allowance is recorded
against deferred tax assets when, in the opinion of the Company’s management, it is more likely than not that the Company will not be
able to realize the benefit from its deferred tax assets.

Earnings per Share

Basic earnings (loss) per common share are based on the weighted average number of shares outstanding and diluted earnings per
share are based on the weighted average number of shares outstanding, including common stock equivalents.
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Years Ended December 31,

2003 2002 2001
Numerator:
Net INCOME....onveniiiiieiiiaiin . $ 9,130 $ 18,685 $ 14,202
Denominator — Basic:
Weighted average number of common
shares outstanding............................ 22,164 22,616 21,273
Basic income per common share............. $ 0.41 $ 0.83 $ 0.67
Denominator — Diluted:
Weighted average number of common
shares outstanding............................ 22,164 22,616 21,273
Common share equivalents of outstanding
Stock OptionS.......oovvvviiiiiiiiiee 476 947 1,016
Total shares outstanding....................... 22,640 23,563 22,289
Diluted income per common share........... $ 0.40 $ 0.79 $ 0.64

Disclosure of Fair Value of Financial Instruments

The Company's financial instruments consist mainly of cash and cash equivalents, accounts receivable, accounts payable and
short-term debt. The carrying amounts of cash and cash equivalents, accounts receivable, accounts payable and short-term debt
approximate fair value due to their short-term nature.

Accounting for Stock-Based Compensation

The Company accounts for employee stock and stock-based compensation plans through the intrinsic value method in accordance
with APB Opinion No. 25, “Accounting for Stock Issued to Employees” (“APB 25”). Stock-based compensation granted to non-
employees is accounted for using the fair value method in accordance with SFAS No. 123, “Accounting for Stock-Based
Compensation,” as well as Emerging Issues Task Force No. 96-18, “Accounting for Equity Instruments That Are Issued To Other
Than Employees for Acquiring, or In Conjunction with Selling, Goods or Services” (“EITF 96-18”).

The fair value of the Company’s compensation cost for stock option plans for employees and directors, had it been determined, in
accordance with SFAS 123, would have been as follows for the years ended December 31:

For the Years Ended December 31,

2003 2002 2001

Net inCOmE, 8S TEPOTLEA. ... ..vuit ittt ettt e e e e eaenenaaans $ 9,130 $ 18,685 $ 14,202
Add: Stock award-based employee compensation included in reported net

income, net of related tax effect.... ..o $ 49 $ - $ -
Deduct: Total stock-based employee compensation expense determined

under fair value based method for all awards, net of related tax effect............. $ (3,289) $§ (3,233) $ (2,070)
Pro forma Net iNCOME. .......vne e $ 5,890 $ 15452 $ 12,132
Earnings per share:

Basic - @S TEPOTLEA. ... .. vttt $ 0.41 $ 0383 $ 0.67

Basic - Pro forma. ........o.iieiei it $ 0.27 $ 0.68 $ 057

Diluted - @S TEPOTTEd. . .. ..ovtie it $ 0.40 $ 079 $ 064

Diluted - pro forma............oouiuieiniii i $ 0.26 $ 0.66 $ 054

Because the fair value method prescribed by SFAS No. 123 has not been applied to options granted prior to January 1, 1995, the
resulting pro forma compensation expense may not be representative of the amount of compensation expense to be recorded in future
years. As pro forma compensation expense for options granted is recorded over the vesting period, future pro forma compensation
expense may be greater as additional options are granted.
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Recent Accounting Pronouncements

In July 2002, the FASB issued SFAS No. 146, Accounting for Costs Associated with Exit or Disposal Activities, which addresses
financial accounting and reporting for costs associated with exit or disposal activities and nullifies Emerging Issues Task Force
(EITF) Issue No. 94-3, Liability Recognition for Certain Employee Termination Benefits and Other Costs to Exit an Activity. SFAS
No. 146 requires that a liability for a cost associated with an exit or disposal activity be recognized when the liability is incurred.
Under EITF Issue No. 94-3, a liability for an exit cost was recognized at the date of an entity’s commitment to an exit plan. The
provisions of SFAS No. 146 are effective for exit or disposal activities that are initiated after December 31, 2002. The adoption of
SFAS No. 146 in fiscal year 2003 did not have a material effect on our financial position or results of operations.

In November 2002, the Emerging Issues Task Force ("EITF") of the FASB reached a consensus on EITF Issue No. 00-21,
"Revenue Arrangements with Multiple Deliverables" related to the timing of revenue recognition for arrangements in which goods or
services or both are delivered separately in a bundled sales arrangement. The consensus requires that when the deliverables included in
this type of arrangement meet certain criteria they should be accounted for separately. This may result in a difference in the timing of
revenue recognition but will not result in a change in the total amount of revenue recognized over the life of the arrangement. The
allocation of revenue to the separate deliverables is based on the relative fair value of each item in a bundled sales arrangement. If the
fair value is not available for the delivered items, the residual method must be used. This method requires that the amount allocated
for the undelivered items in the arrangement be recorded at their full fair value. This results in the discount, if any, being allocated to
the delivered items. This consensus is effective prospectively for arrangements entered into in fiscal periods beginning after June 15,
2003. The adoption of EITF Issue No. 00-21 did not impact our financial position or results of operations.

In April 2003, the FASB issued SFAS No. 149, Amendment of Statement 133 on Derivative Instruments and Hedging Activities.
This Statement amends SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities, by requiring that contracts with
comparable characteristics be accounted for similarly and clarifies when a derivative contains a financing component that warrants
special reporting in the statement of cash flows. SFAS No. 149 is effective for contracts entered into or modified after June 30, 2003
and for hedging relationships designated after June 30, 2003 and must be applied prospectively. The adoption of the provisions of
SFAS No. 149 in fiscal year 2003 did not impact our financial position or results of operations.

In May 2003, the FASB issued SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of both
Liabilities and Equity. This statement established standards for how an issuer classifies and measures in its statement of financial
position certain financial instruments with characteristics of both liabilities and equity. SFAS No. 150 is effective for financial
instruments entered into or modified after May 31, 2003, and otherwise is effective at the beginning of the first interim period
beginning after June 13, 2003 and must be applied prospectively by reporting the cumulative effect of a change in an accounting
principle for financial instruments created before the issuance date of the Statement and still existing at the beginning of the interim
period of adoption. The adoption of SFAS No. 150 did not effect our financial position or results of operations since we do not
currently have any financial instruments with characteristics of both liabilities and equity.

NOTE 3 - OPERATING SEGMENTS
The Company operates in two operating segments: (1) PBM Services, which is comprised of fully integrated pharmacy benefit
management and traditional prescription mail services; and (2) Specialty Management and Delivery Services, which is comprised of

its BioScrip” specialty injectable and infusion therapy programs for patients who are chronically ill and genetically impaired.

The accounting policies applied to the business segments are the same as those described in the Summary of Significant
Accounting Policies.
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Segment Reporting Information

2003 2002 2001
Revenues:
PBM Services $ 395,527 $ 407,093 $ 415,099
Specialty Management and Delivery Services 193,243 169,503 41,547
Total $ 588,770 $ 576,596 $ 456,646
Depreciation expense:
PBM Services $ 2,429 $ 3,074 $ 3,630
Specialty Management and Delivery Services 673 980 528
Total $ 3,102 $ 4,054 $§ 4,158
Income from operations:
PBM Services $ 4,126 $ 8372 $ 11,422
Specialty Management and Delivery Services 11,899 15,776 3,768
Total $ 16,025 $ 24,148 $ 15,190
Total assets:
PBM Services $ 67,060 $ 66,703 $ 103,482
Specialty Management and Delivery Services 104,131 115,528 36,337
Total $ 171,191 $ 182,231 $ 139,819
Capital expenditures:
PBM Services $ 514 $ 885 $ 2,197
Specialty Management and Delivery Services 514 1,241 589
Total $ 1,028 $ 2,126 $ 2,786

NOTE 4 - ACQUISITIONS

On January 31, 2002, the Company acquired all of the issued and outstanding capital stock of Vitality Home Infusion Services,
Inc. (“Vitality”), a New York-based provider of specialty pharmaceutical services (the Long Island, NY Distribution Center). The
Long Island, NY Distribution Center provides such services to the chronically ill and genetically impaired, focusing particularly on
oncology, infectious disease, immunology and rheumatory disease.

The aggregate purchase price for the Long Island, NY Distribution Center was $46,416 (including $1,061 in transaction costs),
payable $35,000 in cash and 612,419 shares of MIM common stock valued at $10,355. The common stock of MIM was valued using
the average market price of the Company’s common stock over the period including the two days before and after the terms of the
acquisition were agreed to and announced. The purchase price for the Long Island Distribution Center has been allocated to assets and
liabilities based on management’s best estimates of fair value and based on a final valuation performed by an independent outside
valuation firm.

Long Island, NY Distribution Center Pro Forma Financial Information

The following unaudited consolidated pro forma financial information for the whole Company for the years ended December 31,
2002 and 2001, respectively, has been prepared assuming the Long Island, NY Distribution Center was acquired as of January 1,
2001, utilizing the purchase method of accounting, with pro forma adjustments for non-amortizing goodwill, amortizing intangibles,
interest expense, rent expense and income tax benefit. The pro forma financial information is presented for informational purposes
only and is not necessarily indicative of the results that would have been realized had the acquisition occurred on January 1, 2001.
This pro forma financial information is not intended to be a projection of future operating results.
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Pro Forma Income Statement

For the year ended December 31

2002 2001
(unaudited) (unaudited)
Revenues $ 583,640 $ 531417
Net income $ 18,497 $ 16,287
Basic income per common share $ 0.82 $ 0.74
Diluted income per common share ~ $ 0.78 $ 0.71

NOTE 5 - GOODWILL AND INTANGIBLES

In June 2001, the Financial Accounting Standards Board issued Statements of Financial Accounting Standards No. 141, “Business
Combinations,” (“SFAS 141”) and No. 142, “Goodwill and Other Intangible Assets,” (“SFAS 142”) which establish accounting and
reporting standards governing business combinations, goodwill and intangible assets. SFAS No. 141 requires all business
combinations initiated after June 30, 2001 to be accounted for using the purchase method of accounting. SFAS 142 states that
goodwill is no longer subject to amortization over its estimated useful life. Rather, goodwill will be subject to at least an annual
assessment for impairment by applying a fair-value based test. Under the new rules, an acquired intangible asset should be separately
recognized and amortized over its useful life (unless an indefinite life) if the benefit of the intangible asset is obtained through
contractual or other legal rights, or if the intangible asset can be sold, transferred, licensed, rented or exchanged regardless of the
acquirer’s intent to do so. The Company adopted these standards on January 1, 2002.

The following table provides a reconciliation of reported net income for the years ended December 31, 2003, 2002 and 2001, to
adjusted net income as if SFAS No. 142 had been applied as of January 1, 2001.

For the Year Ended December 31,
2003 2002 2001
Dollars  Diluted EPS Dollars  Diluted EPS Dollars  Diluted EPS

Net income as reported $ 9,130 $ 0.40 $ 18,685 $ 0.79 $ 14,202 $ 0.64
Add back goodwill amortization (net of tax) - - - - 1,732 0.07
Net income as adjusted $ 9,130 $ 0.40 $ 18,685 $ 0.79 $ 15,934 $ 0.71

The following table provides a reconciliation of goodwill by segment.

Specialty

Management and PBM

Delivery Services Services Total
Balance as of December 31, 2001 $ 18,831 $ 18,202 $ 37,033
Goodwill acquired (Vitality) 24,345 - 24,345
Purchase price adjustments (293) - (293)
Balance (net of amortization) as of December 31, 2002 $ 42,883 $ 18,202 $ 61,085
Goodwill acquired - - -
Purchase price adjustments - - -
Balance (net of amortization) as of December 31, 2003 $ 42,883 $ 18,202 $ 61,085

All goodwill assigned to our Specialty Management and Delivery Services segment is expected to be deductible for income tax
purposes. Goodwill associated with the PBM Services segment is not tax deductible.
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The following table details the acquired intangible assets and their accumulated amortization as of December 31, 2003.

As of December 31, 2003 As of December 31, 2002
Gross Carrying Accumulated Gross Carrying Accumulated
Amount Amortization Amount Amortization
Amortized intangible assets:
Non compete agreements $ 960 $ (696) $ 960 $ (453)
Customer relationships and other 14,114 (3,524) 14,020 (1,906)
Total $ 15,074 $ (4,220) $ 14,980 $ (2,359)
Unamortized intangible assets:

Tradename $ 4,700 $ 4,700

The amortization expense for the year ended December 31, 2003 was $1,863. The estimated amortization expense for the next
five years is as follows:
For the year ending December 31,

2004 $1,755
2005 $1,402
2006 $1,377
2007 $1,377
2008 $1,339

The Company’s intangible assets are composed of customer relationships, non compete agreements and trademarks associated
with the Ohio and Long Island, New York acquisitions. The expected amortizable life of these assets range from three to ten years.

NOTE 6 - RELATED PARTY TRANSACTIONS

The Company leases one of its facilities from Alchemie Properties, LLC (“Alchemie”) pursuant to a ten-year agreement.
Alchemie is controlled by Mr. E. David Corvese, a stockholder and former officer and director of the Company (the “Founder”). Rent
expense was approximately $56 for each of the years ended December 31, 2003, 2002, and 2001.

The Company had a consulting arrangement with one of its board members which, in addition to customary board fees, the board
member’s company receives a monthly fee to perform consulting work predominantly related to the TennCare® program. Consulting
fees under this contract were $762, $549 and $508 for the years ended December 31, 2003, 2002 and 2001. The contract was
terminated June 30, 2003.

Stockholder Notes Receivable
On March 23, 2002, the Company’s Chairman and Chief Executive Officer, repaid in full a $1,700 loan, together with all accrued
and unpaid interest thereon, totaling approximately $2,100. Interest income on the note was $19 and $121 for the years ended

December 31, 2002 and 2001, respectively.

The Company had a $502 note receivable outstanding with Mr. E. David Corvese as of December 31, 2000. The note was repaid
in 2001. Interest income on the note was $41 for the year ended December 31, 2001.

The Company had a $267 note receivable from Alchemie outstanding as of December 31, 2001. The note bears interest at a rate

of 10% per annum with principal due and payable on December 1, 2004. Interest income was $2 and $29 for the years ended
December 31, 2002 and 2001. This note was paid in full on January 31, 2002.
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NOTE 7 - PROPERTY AND EQUIPMENT

Property and equipment, at cost, consists of the following at December 31:

2003 2002
Computer and office equipment, including equipment § 19,717 § 19,467
acquired under capital leases
Furniture and fixtures 1,768 1,551
Leasehold improvements 1,832 1,385
23,317 22,403
Less: Accumulated depreciation (18,070) (15,015)
Property and equipment, net $ 5247 § 7,388

NOTE 8 - LINE OF CREDIT

On November 1, 2000 the Company entered into the facility. The Facility had a three-year term and is secured by the Company’s
receivables with interest paid monthly. It provided for borrowing up to $45 million at the London Inter-Bank Offered Rate (LIBOR)
plus 2.1%. The facility contained various covenants that, among other things, required the Company to maintain certain financial
ratios, as defined in the agreements governing the Facility.

As of December 31, 2003, there were no outstanding borrowings under the Facility. The Facility was scheduled to terminate on
October 31, 2003. The Company extended the Facility with HFG through November 1, 2006 at LIBOR plus 2.4%. The contract
governing the Facility provides for automatic one year extensions unless either party gives notice not less than 90 days prior to the
expiration of the initial term or any renewal term of its intention not to renew the Facility. The extension was effective as of June 30,
2003. The Facility, as extended, permits the Company to request an increase in the amount available for borrowing to up to $100
million, as well as converting a portion of any outstanding borrowings from a Revolving Loan into a Term Loan. The borrowing base
utilizes receivables balances, among other things, as collateral. In connection with the 2003 extension, the Company paid HFG a
renewal fee of $315.

NOTE 9 - MINORITY INTEREST

On June 28, 2001, the Company dissolved MIM Strategic Marketing, LLC (“Strategic”), a joint venture of which the Company
was the majority investor. The Company does not have any repayment obligation to the minority interest investor under Strategic’s
operating agreement or under the laws of the state of its formation. As a result of this dissolution, the minority interest balance of
$1,112 has been reclassified to additional paid in capital.

NOTE 10 - TREASURY STOCK

On February 27, 2003, the Executive Committee of the Board of Directors approved a stock repurchase program authorizing the
Company to repurchase up to an aggregate of $10,000 of its Common Stock in open market or private transactions. As of December
31, 2003, the Company has repurchased 799,893 shares of its Common Stock in the open market at an aggregate purchase price of
$5,068.

In February 2001, the Company repurchased 1,298,183 shares of the Company’s common stock for $2,596, at a price of $2.00 per
share. This program has been superseded by the 2003 repurchase plan.

NOTE 11 - COMMITMENTS AND CONTINGENCIES
Legal Proceedings

On August 13, 2003, a current PBM Services customer demanded arbitration before the American Arbitration Association of a
claim for an alleged breach of contract involving the adjudication of certain PBM claims. The Company has denied liability and
counterclaimed for unpaid amounts. The demand seeks $2,600 for part of the alleged period at issue and may be amended as to other
periods and the counterclaim seeks $319. The Company believes its claims adjudication satisfied the contract and complied in all
respects with the parties’ agreed procedures and intends to defend the matter vigorously.

Until settled on April 2, 2001, the Company had been engaged in commercial arbitration with Tennessee Health Partnership

(“THP”) over a number of commercial disputes surrounding the parties’ relationship. In 1999, the Company recorded a TennCare"
reserve adjustment of $3,300 for estimated future losses related to this dispute and another TennCare® provider. In connection with
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the above settlement, which was favorable to the Company, $1,300 was paid to THP in satisfaction of all claims between the parties
and a $980 TennCare” reserve adjustment credit was recorded in the first quarter of 2001.

On March 31, 1999, the State of Tennessee (the “State”) placed Xantus Health Plans of Tennessee, Inc. (“Xantus”) in receivership.
The State proposed a plan of rehabilitation (the “Plan”), as opposed to a liquidation of Xantus, that would allow Xantus to remain
operating as a TennCare® MCO. Under the Plan, the State loaned Xantus $30,000 to repay pre-petition claims of providers, which
claims aggregate approximately $80,000. Under the Plan, during December 1999, the Company received $4,200, including $600 of
unpaid rebates to Xantus, which the Company was allowed to offset in full against its pre-petition claims. Because a plan for the
payment of the remaining amounts had not been finalized in time for completion of the annual audit, and the recovery of any
additional amounts was uncertain, the Company recorded a special charge in 1999 of $2,700 as a TennCare® reserve adjustment for
the estimated loss on the remaining amounts owed. In the third quarter of 2001, the Company recorded $1,496 as a credit to the
TennCare® reserve, resulting from the collection of receivables from Xantus for amounts previously reserved in 1999. In the first
quarter of 2002, the Company recorded $851 as a credit against that reserve based on management’s determination that amount was
free from claims to third parties.

In 1998, the Company recorded a $2,200 charge against earnings in connection with an agreement in principle with respect to a
civil settlement of the Federal and State of Tennessee investigation in connection with the conduct of two former officers of the
Company, prior to the Company’s initial public offering. This settlement was paid in full on July 1, 2002.

While management, including internal counsel, believes that the ultimate resolution of these proceedings will not have a material
adverse effect on its financial position, litigation is subject to inherent uncertainties. Were an unfavorable ruling to occur in either of
these proceedings, there exists a possibility of a material adverse impact on the net income of the period in which the ruling occurs.

Government Regulation

Various Federal and state laws and regulations affecting the healthcare industry do or may impact the Company’s current and
planned operations, including, without limitation, Federal and state laws prohibiting kickbacks in government health programs
(including TennCare®), Federal and state antitrust and drug distribution laws, and a wide variety of consumer protection, insurance
and other state laws and regulations. While management believes that the Company is in substantial compliance with all existing laws
and regulations material to the operation of its business, such laws and regulations are subject to rapid change and often are uncertain
in their application. As controversies continue to arise in the healthcare industry (for example, regarding the efforts of Plan Sponsors
and pharmacy benefit managers to limit formularies, alter drug choice and establish limited networks of participating pharmacies),
Federal and state regulation and enforcement priorities in this area can be expected to increase, the impact of which on the Company
cannot be predicted. There can be no assurance that the Company will not be subject to scrutiny or challenge under one or more of
these laws or that any such challenge would not be successful. Any such challenge, whether or not successful, could have a material
adverse effect upon the Company's financial position and results of operations. Violation of the Federal anti-kickback statute, for
example, may result in substantial criminal penalties, as well as exclusion from the Medicare and Medicaid (including TennCare®)
programs. Further, there can be no assurance that the Company will be able to obtain or maintain any of the regulatory approvals that
may be required to operate its business, and the failure to do so could have a material adverse effect on the Company's financial
position and results of operations.

The Company entered into a corporate integrity agreement with the Office of Inspector General (the “OIG”) within the
Department of Health and Human Services (“HHS”) in connection with the Global Settlement Agreement entered into with the OIG
and the State of Tennessee in June 2000. In order to assist the Company in maintaining compliance with laws and regulations and the
corporate integrity agreement the Company implemented its corporate compliance program in August of 2000. This program includes
educational training for all employees on compliance with laws and regulations relevant to the Company’s business and operations
and a formal program of reporting and resolution of possible violations of laws or regulations, as well as increased oversight by the
OIG. Should the oversight procedures reveal credible evidence of any violation of federal law, the Company is required to report such
potential violations to the OIG and the Department of Justice (“DOJ”). The Company is therefore subject to increased regulatory
scrutiny and, if the Company commits legal or regulatory violations, they may be subject to an increased risk of sanctions or penalties,
including exclusion from participation in the Medicare or Medicaid programs.

Operating Leases

The Company leases its facilities and certain equipment under various operating leases. The future minimum lease payments
under these operating leases at December 31 are as follows:
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2004, ... 1,780

2005, i 1,625
2006 1,324
20070 1,130
2008, 832
Thereafter................... 722
Total $ 7,413

Rent expense for non-related party leased facilities and equipment was approximately $1,647, $1,820, and $1,384 for the years
ended December 31, 2003, 2002 and 2001, respectively.

Capital Leases

The Company leases certain equipment under various capital leases. Future minimum lease payments under the capital lease
agreements at December 31 are as follows:

2004 .. 424
2005 . 35
Total minimum lease payments...................... 459
Less: Amount representing interest................ 25
Obligations under leases................ccceevnnne, 434
Less: Current portion of lease obligations....... 399
Long term portion of lease obligations............. $ 35

NOTE 12 - INCOME TAXES

The effect of temporary differences that give rise to a significant portion of federal deferred taxes is as follows as of December

31:
2003 2002 2001
Deferred tax assets (liabilities):
Reserves not currently deductible..................coooi $ 2303 $ 3,387 $§ 2,181
Goodwill and intangibles (2,064) 977) (596)
Net operating loss carryforwards generated from operations.......... - 4,944
Net operating loss carryforwards generated from stock options...... 7,503 7,543 9,145
Property basis differences.............coovviiiiiiiiiiii 47 636 140
SUDLOtAl. ..ot 7,789 10,589 15,814
Less: valuation allowance.............cooviviiiiiiiiiiie e, - (7,543) (15,814)
Net deferred tax aSSEt ....ocoee ettt $ 7,789 $ 3,046 $ -

As of December 31, 2003 the Company has recorded a net deferred tax asset of $7,789. These primarily consist of federal NOLs
generated from stock options. At December 31, 2002 the Company’s NOLs had a full valuation allowance against them. During
2003 management concluded that the valuation allowance was no longer needed and the tax asset will more likely than not be realized
based on our strong earnings history for the past three years and other positive factors. Therefore, the total valuation allowance related
to our net operating loss carryforwards generated from stock options was reversed. The reversal did not affect income or the effective
tax rate.

42



The Company’s reconciliation of the expected provision rate to the effective income tax rate is as follows:

2003 2002 2001

Tax provision (benefit) at statutory rate................... $ 5174 $ 8,174 $ 5,297
State tax provision , net of Federal taxes...... 1,071 934 629
Change in the valuation allowance relating to deferred tax
assets and liabilities generated from
OPCTALIONS . ettt eeteteete et et et et et e et et et eeenaeaneaneans - (4,944) (5,464)
Amortization of goodwill and other intangibles......... - - 359
Other. ..o (158) 507 111

Provision for income taxes............ccoeveuiiinieinn.... $ 6,087 §$ 4671 $ 932

At December 31, 2003, the Company has Federal NOLs (“NOLs”) remaining of approximately $19,400 million which will begin
expiring in 2009. As opposed to the Company’s NOLs that reduced the effective tax rate in fiscal years’ 2002 and 2001, the full
benefit of these NOLs are recorded directly in Stockholders’ Equity rather than as a reduction of tax expense as the NOL’s were
generated primarily from the exercise of stock options in prior years.

As of December 31, 2003, certain of the NOLs described above are subject to limitation and may be utilized in a future year upon
release of the limitation. If the NOLs are not utilized in the year they are available they may be utilized in a future year to the extent
they have not expired.

NOTE 13 - STOCKHOLDERS' EQUITY

Stock Options

The 1996 Incentive Stock Plan (the “1996 Plan”) provided for the granting of incentive stock options (“ISOs”) and non-qualified
stock options (“NQSOs”) to employees, directors and consultants of the Company. Under the 1996 Plan there were 5,200,450 shares
authorized for issuance. In 2001, the stockholders approved the Company’s 2001 Incentive Stock Plan (the “2001 Plan,” collectively
with the 1996 Plan, the “Plans”). Under the 2001 Plan an additional 950,000 shares were authorized for issuance. At the annual
stockholders meeting in 2002 an amendment and restatement of the 2001 Plan was approved to increase the plan by 800,000 shares,
from 950,000 to 1,750,000. At the annual stockholders meeting in 2003 an amendment and restatement of the 2001 Plan was
approved to increase the plan by an additional 2,000,000 shares, from 1,750,000 to 3,750,000. As of December 31, 2003, 1,252,018
shares remained available for grant under the Plans.

Options granted under the Plans vest over a three-year period and, in certain limited instances, fully vest upon a change in control
of the Company. In addition, such options are generally exercisable for 10 years after the date of grant, subject in some cases, to
earlier termination in certain circumstances. The exercise price of ISOs granted under the Plans will not be less than 100% of the fair
market value on the date of grant (110% for ISOs granted to more than a 10% stockholder).

As of December 31, 2003 and 2002, the exercisable portion of outstanding options was 1,628,002 shares and 1,096,071 shares,
respectively. Stock option activity under the Plans through December 31, 2003 is as follows:
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Average

Share

Options Price
Balance, December 31,2000........................... 2,188,472 $4.1756
Granted.........oeeviiiiiii 1,087,000 $8.3392
Canceled........cooooeiiiii (215,999)  $3.4262
EXercised........ocoeviiiiiiiiiiiiiiii (510,831)  $4.2416
Balance, December 31,2001..................ooenean.. 2,548,642 $5.7929
Granted...........oooieeiniiiiiii 633,000 $13.6739
Canceled........coooviiiii (184,663)  $5.6851
EXercised........ocoeveiiiiiiiiiiiiiii (349,095)  $4.4445
Balance, December 31,2002............c.ccceovennenn.. 2,647,884 $7.8702
Granted........o.vvvniiiiniiii i 1,180,000 $6.7335
Canceled........ooooviiiiiiii (181,330)  $9.0294
EXErcised.....o.ovveviniiiiiiiiieeicee e, (136,396)  $4.5626
Balance, December 31,2003.................cceee.t. 3,510,158 $7.5568

On April 17, 1998, the Company granted a former officer an option to purchase 1,000,000 shares of Common Stock at $4.50
(then-current market price) in connection with his employment agreement to become the Company’s President and Chief Operating
Officer. This option was not granted under the Plan. During 2001, all of the options granted to the former officer were exercised.

The 1996 Directors Stock Incentive Plan, (the "Directors Plan") was adopted to attract and retain qualified individuals to serve as
non-employee directors of the Company ("Outside Directors"), to provide incentives and rewards to such directors and to associate
more closely the interests of such directors with those of the Company's stockholders. The Directors Plan provides for the automatic
granting of 20,000 non-qualified stock options to Outside Directors upon his or her initial appointment or election to the Board. The
exercise price of such options is equal to the fair market value of the Common Stock on the date of grant. Options granted under the
Directors Plan vest over three years. In 2002, an amendment and restatement of the Directors Plan was approved at the annual
stockholders meeting to add 200,000 shares to the 300,000 shares previously authorized and provide automatic annual grants of 5,000
options to each non-employee director of the Company. Following the approval, 5,000 options at an exercise price of $9.94 were
granted to each of the six Directors. In addition, in 2003, 20,000 shares at an exercise price of $8.77 were granted to a newly
appointed director of the Company. As of December 31, 2003, options to purchase 225,000 shares are outstanding at an average
exercise price of $6.89. At December 31, 2003, 130,002 shares under the Directors Plan were exercisable.

Accounting for Stock-Based Compensation

Because the fair value method prescribed by SFAS No. 123 has not been applied to options granted prior to January 1, 1995, the
resulting pro forma compensation expense may not be representative of the amount of compensation expense to be recorded in future
years. As pro forma compensation expense for options granted is recorded over the vesting period, future pro forma compensation
expense may be greater as additional options are granted.

The fair value of each option grant was estimated on the grant date using the Black-Scholes option-pricing model with the
following weighted-average assumptions:

2003 2002 2001
Volatility 98.4% 104.6% 104.4%
Risk-free interest rate 2.00% 2.79%% 1.25%
Expected life of options 5 years 6 years 4 years

The Black-Scholes option-pricing model was developed for use in estimating the fair value of traded options that have no vesting
restrictions and are fully transferable. In addition, option-pricing models require the input of highly subjective assumptions including
expected stock price volatility. Because the Company's employee stock options have characteristics significantly different from those
of traded options, and because changes in the subjective input assumptions can materially affect the fair value estimate, in
management's opinion, the existing models do not necessarily provide a reliable single measure of the fair value of its employee stock
options.

Performance Shares

Under the Plans, the Company’s Board of Directors may grant stock to key employees. The Board of Directors may make the
issuance of common stock subject to the satisfaction of one or more employment, performance, purchase or other conditions. As of
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December 31, 2003, the Company has 151,000 restricted stock grants (the “Performance Shares”) that vest and become exercisable 8
years from the date of grant or earlier, if the Company exceeds certain earnings per share levels in 2001 and 2002. During 2002, the
Company did not meet the earnings per share levels to accelerate vesting of the Performance Shares. The Company has recorded
cumulative compensation expense of $552 related to these Performance Shares through December 31, 2003 based on the fair market
value at the date of grant.

Performance Units

Under the Plans, performance units may be granted by the Company’s Board of Directors to key employees. The terms and
conditions of the performance units including the performance goals, the performance period and the value for each performance unit
are established by the Company’s Board of Directors. If the performance goals are satisfied, the Company shall pay the key employee
an amount in cash equal to the value of each performance unit at the time of payment. In no event shall a key employee receive an
amount in excess of $1,000,000 in respect of performance units for any given year. During 2003, 2002 and 2001, performance units
were not granted, thus there were no amounts paid to employees related to performance. As of December 31, 2003, there were no
performance units outstanding.

NOTE 14 - CONCENTRATION OF CREDIT RISK

The following table outlines contracts with Plan Sponsors having revenues and/or accounts receivable that individually exceeded
10% of the Company’s total revenues and/or accounts receivable during the applicable time period:

Plan Sponsor

A B C D E
Year ended December 31, 2001
% of total revenue 14% 14% 11% * *
% of total accounts receivable at period end * 23% 17% * *
Year ended December 31, 2002
% of total revenue * * 12% 13% *
% of total accounts receivable at period end * * * * *
Year ended December 31, 2003
% of total revenue * * * * 16%
% of total accounts receivable at period end * * * * *

* Less than 10%.

These customers are in the PBM Services segment.
NOTE 15 - PROFIT SHARING PLAN

The Company maintains a deferred compensation plan under Section 401(k) of the Internal Revenue Code. Under the plan,
employees may elect to defer up to 50% of their salary, subject to Internal Revenue Service limits. The Company may make a
discretionary matching contribution. The Company recorded matching contributions of $161, $102, and $86 for the years ended
December 31, 2003, 2002, and 2001, respectively.

NOTE 16 - SEVERANCE AND EXIT COSTS

In association with a cost structure review related to the loss of the TennCare” PBM business the Company notified 55 employees
employed in the PBM Services segment that their employment with the Company would be involuntarily terminated. As a result the
Company recorded $1,590 of selling, general and administrative expenses for employee separation costs, primarily severance and
contract related termination payments in the second and third quarters of 2003. All the employees left active payroll by October 31,
2003. In the fourth quarter of 2003, $84 of these charges were reversed as certain severance benefits were overestimated. There are
no further TennCare® related severance charges planned or expected.
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2003 Severance and Exit Costs
($ in thousands)

Consulting
Severance Contract Other Exit
Benefits Termination Costs Total
Beginning liability at January 31, 2003 $ - 8 - 8 - 8 -
Provisions $ 1,035 §$ 350 $ 121 $ 1,506
Payments $ (880) $ (350) $ (121) $  (1,351)
Ending liability at December 31,2003 § 155 § - - 8 155

NOTE 17 - SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

A summary of quarterly financial information for fiscal 2003 and 2002 is as follows:

First Quarter Second Quarter  Third Quarter  Fourth Quarter

2003:
Revenues $ 162,152 § 161,230 § 129,644 $ 135,744
Gross profit $ 18,601 $ 19275 $ 15395 $ 15,250
Net income $ 3,405 $ 3,516 $ 1,250 $ 959
Basic earnings per share $ 0.15 § 0.16 $ 0.06 $ 0.04
Diluted earnings per share $ 0.15 § 0.16 $ 0.06 $ 0.04
2002:
Revenues $ 151,652 §$ 135,732 § 138,529 § 150,683
Gross profit $ 16,028 $ 17,448 $ 17,964 $ 19,158
Net income $ 5206 $ 4,605 $ 4491 § 4,383
Basic earnings per share $ 023 § 020 $ 020 § 0.19
Diluted earnings per share $ 022 § 0.19 § 0.19 $ 0.19

NOTE 18- SUBSEQUENT EVENT SETTLEMENT

On March 1, 2004 the Company reached a tentative settlement with E. David Corvese, the founder and a former officer and
director of the Company under which the Company would pay Mr. Corvese $950 and either extend the term of its existing lease or
purchase the real property at which one of the Company’s facilities is located, the value of which would be determined by a certified
real estate appraiser. Mr. Corvese sued the Company in Delaware Chancery Court seeking indemnification of $2.4 million he paid to
settle certain claims and charges of the federal government and State of Tennessee and a declaration that he is not obligated to repay
the Company for legal fees, costs and expenses previously advanced by the Company to him to defend those claims and charges. The
Company answered the complaint denying that Mr. Corvese is entitled to indemnification and seeking repayment of the advanced
fees, costs and expenses. However, after considering the substantial costs of proceeding with this litigation and the significant
management time and attention that would be required, the Company believes that a settlement at this time would be in the
Company’s and its stockholders’ best interest. The settlement was reached after the balance sheet date but prior to the issuance of the
financial statements. Accordingly, the Company recorded a pre-tax charge of $950 at December 31, 2003.

The Company believes that it has rights of recovery for amounts paid in this settlement against third parties. The Company is
exploring its rights against these parties and will pursue recovery if it is ultimately deemed to be in the stockholders’ best interests.
The settlement is subject to documentation and approval by MIM’s Board and, if finalized, would include both parties’ full release of
the other.

NOTE 19- SUBSEQUENT EVENT (UNAUDITED)

On February 2, 2004, the Company announced that it has acquired Natural Living, Inc., a specialty pharmaceutical provider,
based in New York City for $15 million. Natural Living’s 2003 annual revenues were approximately $40 million and the acquisition
is expected to be slightly accretive in 2004. The acquisition will be accounted for under the purchase method of accounting and will
be consolidated starting in February, 2004. The Company has not yet completed the evaluation and allocation of the purchase price as
the appraisals associated with the valuation of certain tangible assets are not yet complete. The Company may be required to pay up to
$3,000 of additional cash consideration subject to specific performance targets by the end of the first year following the acquisition.

46



Year ended December 31, 2001
Accounts receivable

. ®
Accounts receivable, TennCare
Accounts receivable, other

Year ended December 31, 2002
Accounts receivable

. ®
Accounts receivable, TennCare
Accounts receivable, other

Year ended December 31, 2003
Accounts receivable

. ®
Accounts receivable, TennCare
Accounts receivable, other

) Amounts credited to the TennCare® reserve account and reductions in related liability accounts

MIM Corporation and Subsidiaries
Schedule IT — Valuation and Qualifying Accounts
For the years ended December 31, 2003, 2002 and 2001

(In thousands)

Balance at Charged to Balance at
Beginning of Write-Off of Costs and Other End of
Period Receivables Expenses Charges Period
$ 2,742 $ (1,286) $ 1,383 $ - $ 2,839
$ 5591 $  (2,887) $ (4760 Vs 2476 V'§ 2704
$ - $ - $ - $ - $ -
$ 2,839 $ (906) $ 1,193 $ - $ 3,126
$ 2,704 $  (2,347) $ @®s51) V8 851 g 357
$ - $ - $ - $ - $ -
$ 3,126 $ (1,325) $ 1,713 $ - $ 3513
$ 357 $ - $ - $ - $ 357
$ - $ - $ - $ - $ -
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

The information required by this item has been previously reported by the Company in a Current Report on form 8-K filed with the
Commission on May 29, 2002.

Item 9A. Controls and Procedures

The Company’s management, with the participation of the Company’s chief executive officer and chief financial officer,
evaluated the effectiveness of the Company’s disclosure controls and procedures as of December 31, 2003. Based on this evaluation,
the Company’s chief executive officer and chief financial officer concluded that as of December 31, 2003, the Company’s disclosure
controls and procedures were (1) designed to ensure that material information relating to the Company, including its consolidated
subsidiaries, is made known to the Company’s chief executive officer and chief financial officer by others within those entities,
particularly during the period in which this report was being prepared and (2) effective, in that they provide reasonable assurance that
information required to be disclosed by the Company in the reports that it files or submits under the Exchange Act is recorded,
processed, summarized and reported within the time periods specified in the SEC’s rules and forms.

No change in the Company’s internal controls over financial reporting occurred during the fourth quarter ended December 31,
2003, that has materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial reporting.

In designing and evaluating the Company’s disclosure controls and procedures, management recognized that any controls and
procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving their objectives and
management necessarily applied its judgment in evaluating the cost-benefit relationship of possible controls and procedures. Because
of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control issues and
instances of fraud, if any, within the Company will be or have been detected. These inherent limitations include the realities that
judgments in decision-making can be faulty, and that breakdowns can occur because of simple error or mistake. Additionally, controls
can be circumvented by the individual acts of some persons, by collusion of two or more people, or by management override of the
control. The design of any system of controls also is based in part upon certain assumptions about the likelihood of future events, and
there can be no assurance that any design will succeed in achieving its stated goals under all potential future conditions; over time,
control may become inadequate because of changes in conditions, or the degree of compliance with the policies or procedures may
deteriorate. Because of the inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur and
not be detected.
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PART III

Item 10. Directors and Executive Officers of the Registrant

The information required by this item is incorporated by reference from the information contained in our definitive proxy
statement to be filed with the SEC on or before April 29, 2004 in connection with the Company’s 2004 Annual Meeting of
Stockholders.
Item 11. Executive Compensation

The information required by this item is incorporated by reference from the information contained in our definitive proxy
statement to be filed with the SEC on or before April 29, 2004 in connection with the Company’s 2004 Annual Meeting of
Stockholders.
Item 12. Security Ownership of Certain Beneficial Owners and Management

The information required by this item is incorporated by reference from the information contained in our definitive proxy
statement to be filed with the SEC on or before April 29, 2004 in connection with the Company’s 2004 Annual Meeting of
Stockholders.
Item 13. Certain Relationships and Related Transactions

The information required by this item is incorporated by reference from the information contained in our definitive proxy

statement to be filed with the SEC on or before April 29, 2004 in connection with the Company’s 2004 Annual Meeting of
Stockholders.
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PART IV

Item 15. Exhibits, Financial Statement Schedules, and Reports on Form 8-K

(A) Documents Filed as a Part of this Report

Page
1. Financial Statements:
Report of Independent Auditors 25
Consolidated Balance Sheets as of December 31, 2003 and 2002 27
Consolidated Statements of Operations for the years ended December 31, 2003, 2002 and 2001 28
Consolidated Statements of Stockholders' Equity (Deficit) for the years ended
December 31, 2003, 2002 and 2001 29
Consolidated Statements of Cash Flows for the years ended December 31, 2003, 2002 and 2001 30
Notes to Consolidated Financial Statements 32
2. Financial Statement Schedules:
Valuation and Qualifying Accounts for the years ended December 31, 2003, 2002 and 2001 47

All other schedules not listed above have been omitted since they are not applicable or are not required, or because the required
information is included in the Consolidated Financial Statements or Notes thereto.
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3. Exhibits:

Exhibit
Number Description

Location

2.1 Agreement and Plan of Merger by and Among MIM
Corporation, CMP Acquisition Corp., Continental
Managed Pharmacy Services, Inc. and Principal
Shareholders dated as of January 27, 1998

3.1 Amended and Restated Certificate of Incorporation
of MIM Corporation.

32 Amended and Restated By-Laws of MIM Corporation
4.1 Specimen Common Stock Certificate

10.1  Indemnity letter from MIM Holdings, LLC dated
August 5, 1996.

10.2  Employment Agreement between MIM Corporation and
Richard H. Friedman dated as of December 1, 1998.

10.3  Employment Agreement between MIM Corporation and
Barry A. Posner dated as of March 1, 1999

10.4  Registration Rights Agreement-1V between MIM
Corporation and John H. Klein, Richard H.
Friedman, Leslie B. Daniels, E. David Corvese and
MIM Holdings, LLC dated July 31, 1996

10.5 Registration Rights Agreement-V between MIM
Corporation and Richard H. Friedman and Leslie B.
Daniels dated July 31, 1996

10.6 Amendment No. 1 dated August 12, 1996 to
Registration Rights Agreement-IV between MIM
Corporation and John H. Klein, Richard H.
Friedman, Leslie B. Daniels, E. David Corvese and
MIM Holdings, LLC dated July 31, 1996

10.7 Amendment No 2 dated June 16, 1998 to
Registration Rights Agreement-IV between MIM
Corporation and John H. Klein, Richard H.
Friedman, Leslie B. Daniels, E. David Corvese and
MIM Holdings, LLC dated July 31, 1996

10.8  Lease between Alchemie Properties, LLC and
Pro-Mark Holdings, Inc., dated as of December 1,
1994.

10.9  Lease Agreement between Mutual Properties
Stonedale L.P. and MIM Corporation dated April 23,
1997.

10.10 Agreement between Mutual Properties Stonedale L.P.
and MIM Corporation dated as of April 23, 1997.

10.11 Lease Amendment and Extension Agreement between
Mutual Properties Stonedale L.P. and MIM
Corporation dated December 10, 1997.
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(1) (Exh. 2.1)

(2) (Exh. 3.1)

3)

(1) (Exh. 4.1)

(2) (Exh. 10.36)

(4) (Exh.10.14)

(4) (Exh.10.17)

(2) (Exh. 10.34)

(2) (Exh. 10.35)

(5) (Exh.10.29)

(4) (Exh.10.31)

(2) (Exh. 10.27)

(6) (Exh.10.41)

(6) (Exh.10.42)

(6) (Exh.10.43)



10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

Lease Amendment and Extension Agreement-II between
Mutual Properties Stonedale L.P. and MIM
Corporation dated March 27, 1998.

Lease Agreement between Mutual Properties
Stonedale L.P. and Pro-Mark Holdings, Inc., dated
December 23, 1997

Amendment No. 1 to Employment Agreement,
dated as of October 11, 1999 between
MIM Corporation and Richard H. Friedman

Form of Performance Shares Agreement
Form of Performance Units Agreement
Form of Non-Qualified Stock Option Agreement*

Corporate Integrity Agreement between the Office of
the Inspector General of the Department of Health and
Human Services and MIM Corporation, dated as of
June 15, 2000

Loan and Security Agreement, dated November 1, 2000,
between MIM Funding LLC and HFG Healthco-4 LLC.

Receivables Purchase and Transfer Agreement, dated as of
November 1, 2000, among MIM Health Plans, Inc.,
Continental Pharmacy, Inc., American Disease Management
Associates LLC and MIM Funding LLC.

Lease Agreement, dated as of February 24, 2000, by and
between American Duke-Weeks Realty Limited Partnership
and Continental Managed Pharmacy Services, Inc.

First Lease Amendment, dated as of February 24, 2000,
by and between Duke-Weeks Realty Limited Partnership
and Continental Managed Pharmacy Services, Inc.

Lease Agreement, dated as of July 22, 1996, by and between
American Disease Management Associates, LLC ("ADIMA")
and Regent Park Associates.

First Amendment of Agreement of Lease, dated as of June 15,
1999, by and between ADIMA and Five Regent Park Associates.

Second Amendment of Agreement of Lease, dated as of February
11, 2000, by and between ADIMA and Five Regent Park
Associates.

Asset Purchase Agreement, dated April 4, 2001 among
Continental Managed Pharmacy Services Inc., Community
Prescription Service, Inc., and its Stockholders

Purchase Agreement among American Disease Management Associates,
L.L.C., its Members and Certain Related Partners, MIM Health Plans,
Inc. and the Registrant, dated as of August 3, 2000 (incorporated by
reference to Exhibit 2.1 to the Registrant's Current Report on Form 8-K
filed August 10, 2000).

Registration Rights Agreement between the Registrant and
Livingston Group LLC dated as of August 3, 2000 (incorporated by
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(6) (Exh.10.44)

(6) (Exh.10.45)

(7) (Exh.10.60)

(7) (Exh.10.61)

(7) (Exh.10.62)

(7) (Exh.10.63)

(8) (Exh. 10.2)

(9) (Exh. 10.1)

(9) (Exh. 10.2)

(10) (Exh. 10.68)

(10) (Exh. 10.69)

(10) (Exh. 10.70)

(10) (Exh. 10.71)

(12) (Exh. 10.72)

(11) (Exh. 10.74)

(12) (Exh. 4.2)



10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36

10.37

10.38

10.39

10.40

10.41

10.42

10.43

10.44

10.45

reference to Exhibit 4.1 to the Registrant's Current Report on Form 8-K
filed August 10, 2000).

Employment letter, dated as of June 19, 2001, between MIM
Health Plans, Inc and Michael Sicilian

Purchase Agreement, dated as of January 9, 2002, among Vitality
Home Infusion Services, Inc., Marc Wiener, Barbara Kammerer
and MIM Corporation

Lease Agreement, dated as of January 31, 2002, between Bar-Marc
Realty, LLC, as landlord, and Vitality Home Infusion Services, Inc.,
as Tenant

Guaranty of Lease Agreement, dated January 31, 2002, made by
the Company in favor of Bar-Marc Realty, LLC

Employment Letter, dated October 15, 2001, between the Company
and Russell J. Corvese

Amendment to Employment Agreement entered into as of September 18,
2002 by and between the Company and Barry A. Posner.

Amendment to Employment Agreement effective as of December 31, 2001
by and between the Company and Richard H. Friedman.

Employment Letter, dated October 1, 2002, between the Company and
James S. Lusk.

Third Amendment of Agreement of Lease, dated June 24, 2002, between Five
Regent Park Associates and American Disease Management Associates.

Second Amendment and Consent, dated as of January 31, 2002, to the
Receivable Purchase and Transfer Agreement, dated as of November 1, 2000

Amendment No. 3, dated as of November 25, 2002, to the Receivables Purchase
and Transfer Agreement, dated as of November 1, 2000, each of the parties
named on Schedule I thereto, MIM Funding LLC and HFG Healthco-4 LLC

Amended and Restated 1996 Non-Employee Director’s Stock Incentive Plan
(effective April 17, 2002)

Amended and Restated Rights Agreement, dated as of December 3, 2002
between MIM Corporation and American Stock Transfer and Trust Company

Extension Agreement, dated as of June 30, 2003, to the Receivables Purchase
and Transfer Agreement dated as of November 1, 2000, among Scrip Solutions,
Inc., each of the parties named on Schedule I to the Original RPTA and

MIM Funding LLC and consented to by HFG Healthco-4 LLC

Extension Agreement, dated as of June 30, 2003, to the Loan and Security
Agreement dated as of November 1, 2000, between MIM Funding LLC and
HFG Healthco-4 LLC

Amendment, dated January 28, 2004, to Employment Agreement, dated as
of March 1, 1999, as amended to date, by and between MIM Corporation
and Barry A. Posner.

Amendment, dated October 13, 2003, to Employment Letter Agreement
entered into as of June 19, 2001, by and between Scrip Solutions, Inc. and
Michael J. Sicilian.
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(12) (Exh. 4.3)

(13) (Exh. 10.77)

(14) (Exh. 2.1)

(15) (Exh. 10.49)

(15) (Exh. 10.50)

(15) (Exh. 10.51)

(16)

(16)

(16)

(16)

(16)

(16)

(17

(18)

(19)

(19)

(20)

(20)



10.46

10.47

21

23.1

23.2

31.1

31.2

32.1

322

Amendment, dated September 19, 2003, to Employment Letter Agreement
entered into as of October 15, 2001, by and between Scrip Solutions, Inc. and
Russel J. Corvese. (20)

Lease Amendment and Extension Agreement, dated August 31, 2003, by and
between Scrip Solutions, Inc. and Mutual Properties Stonedale LLC (20)

List of Subsidiaries
Consent of Ernst and Young, LLP

Notice Regarding Consent of Arthur Andersen LLP

Certification of Richard H. Friedman pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act
0f 2002

Certification of James S. Lusk pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

Certification of Richard H. Friedman pursuant to 18 U.S. C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
0f 2002

Certification of James S. Lusk pursuant to 18 U.S. C. Section 1350,
as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

(1
)
)
4)
)
(6)
()
®)
©)
(10)
(11

(12)
(13)

(14)
(15)

(16)
(17

Incorporated by reference to the indicated exhibit to the Company's Registration Statement on Form S-4 (File No. 333-60647),
as amended, which became effective on August 21, 1998.

Incorporated by reference to the indicated exhibit to the Company's Registration Statement on Form S-1 (File No. 333-05327),
as amended, which became effective on August 14, 1996.

Incorporated by reference to Exhibit 3.2 to the Company’s Quarterly Report on Form 10-Q filed with the Commission on May
15, 2003.

Incorporated by reference to the indicated exhibit to the Company's Annual Report on Form 10-K for the fiscal year ended
December 31, 1998.

Incorporated by reference to the indicated exhibit to the Company's Annual Report on Form 10-K for the fiscal year ended
December 31, 1996.

Incorporated by reference to the indicated exhibit to the Company's Annual Report on Form 10-K for the fiscal year ended
December 31, 1997.

Incorporated by reference to the indicated exhibit to the Company's Quarterly Report on Form 10-Q for the fiscal quarter ended
September 30, 1999.

Incorporated by reference to the indicated exhibit to the Company's Quarterly Report on Form 10-Q for the fiscal quarter ended
June 30, 2000.

Incorporated by reference to the indicated exhibit to the Company's Quarterly Report on Form 10-Q for the fiscal quarter ended
September 30, 2000.

Incorporated by reference to the indicated exhibit to the Company's Annual Report on Form 10-K for the fiscal year ended
December 31, 2000.

Incorporated by reference to the indicated exhibit to the Company's Quarterly Report on Form 10-Q for the fiscal quarter ended
March 31, 2001.

Incorporated by reference to the indicated exhibit to the Company's Current Report on Form 8-K filed on August 10, 2000.
Incorporated by reference to the indicated exhibit to the Company's Quarterly Report on Form 10-Q for the fiscal quarter ended
June 30, 2001.

Incorporated by reference to the indicated exhibit to the Company's Form 8-K filed on February 5, 2002.

Incorporated by reference to the indicated exhibit to the Company’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2001.

Incorporated by reference to the indicated exhibit to the Company’s Annual Report Form 10-K for the year ended December
31, 2002.

Incorporated by reference from the Company’s definitive proxy statement for its 2002 annual meeting of stockholders filed
with the Commission April 24, 2002.
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(18) Incorporated by reference to Exhibit 4.1 to Post-Effective Amendment No. 3 to the Company's Form 8-A/A dated December 4,
2002.

(19) Incorporated by reference to Exhibit 10.1 to the Company's Quarterly Report on Form 10-Q filed with the Commission on
August 13, 2003.

(20) Filed with this Annual Report on Form 10-K

(B) Reports on Form 8-K

Current Report on Form 8-K filed with the Commission on October 29, 2003.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized, on March 15, 2004.

MIM CORPORATION

/s/ James S. Lusk

James S. Lusk

Executive Vice President and
Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
behalf of the registrant and in the capacities and on the dates indicated.

Signature Title(s) Date
Chairman and Chief Executive Officer March 15, 2004
/s/ Richard H. Friedman (principal executive officer)

Richard H. Friedman

Executive Vice President and

Chief Financial Officer March 15, 2004
/s/ James S. Lusk (principal financial officer)
James S. Lusk
/s/ Louis T. DiFazio Director March 15, 2004
Louis T. DiFazio, Ph.D.
/s/ Louis A. Luzzi Director March 15,2004
Louis A. Luzzi, Ph.D.
/s/ Richard A. Cirillo Director March 15, 2004
Richard A. Cirillo
/s/ Charlotte W. Collins Director March 15, 2004
Charlotte W. Collins
/s/ Michael Kooper Director March 15, 2004
Michael Kooper
/s/ Ronald Shelp Director March 15, 2004
Ronald Shelp
/s/ Harold Ford Director March 15, 2004
Harold Ford
/s/ Jack L. Salzman Director March 15,2004

Jack L. Salzman
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EXHIBIT INDEX

(Exhibits being filed with this Annual Report on Form 10-K)

10.44  Amendment, dated January 28, 2004, to Employment Agreement, dated as of March 1, 1999, as amended to date, by and
between MIM Corporation and Barry A. Posner.

10.45 Amendment, dated October 13, 2003, to Employment Letter Agreement entered into as of June 19, 2001, by and between
Scrip Solutions, Inc. and Michael J. Sicilian.

10.46  Amendment, dated September 19, 2003, to Employment Letter Agreement entered into as of October 15, 2001, by and
between Scrip Solutions, Inc. and Russel J. Corvese.

10.47 Lease Amendment and Extension Agreement, dated August 31, 2003, by and between Scrip Solutions, Inc. and Mutual
Properties Stonedale LLC

21 List of Subsidiaries
23.1 Consent of Ernst and Young, LLP
23.2 Notice Regarding Consent of Arthur Andersen LLP

31.1 Certification of Richard H. Friedman pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002

31.2 Certification of James S. Lusk pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002

32.1 Certification of Richard H. Friedman pursuant to 18 U.S. C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

32.2 Certification of James S. Lusk pursuant to 18 U.S. C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002
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