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PART |. FI NANCI AL | NFORVATI ON
Item 1. Financial Statenents
CHEMED CORPCORATI ON AND SUBSI DI ARY COVPANI ES
UNAUDI TED CONSCLI DATED BALANCE SHEET
(in thousands except share and per share data)

Sept ember 30, Decenber 31,
2002 2001~
ASSETS
Current assets
Cash and cash equival ents $ 15,603 $ 8,725
Accounts receivabl e | ess all owances of $3, 605
(2001 - $4,091) 14, 771 15, 128
I nventori es 10, 111 10, 424
Statutory deposits 12, 304 13, 331
Prepai d expenses 15, 092 16, 041
Current assets of discontinued operations 36, 555 36, 404
Total current assets 104, 436 100, 053
O her investnents 36, 768 38, 492
Properties and equi pnent, at cost |ess accumul at ed
depreci ati on of $63,470 (2001 - $61, 567) 49, 309 54, 549
Identifiable intangible assets | ess accunul at ed
anortization of $7,014 (2001 - $6, 545) 3,042 3,461
Goodwi | | | ess accunul ated anortization of $30, 448
(2001 - $30, 450) 131, 144 130, 402
Noncurrent assets of discontinued operations 43, 485 44,905
O her assets 26, 827 26,422
Total Assets $ 395,011 $ 398, 284
LI ABI LI TI ES
Current liabilities
Accounts payabl e $ 6,464 $ 9,126
Current portion of |ong-term debt 366 353
I ncone taxes 5, 859 2,312
Deferred contract revenue 20, 390 22,194
Current liabilities of discontinued operation 11,071 10, 422
O her current liabilities 37,970 40, 703
Total current liabilities 82,120 85, 110
Long-t erm debt 50, 728 61, 037
Noncurrent liabilities of discontinued operations 2,339 1,773
O her liabilities 24,341 27,842
Total Liabilities 159, 528 175,762

MANDATCRI LY REDEEMABLE CONVERTI BLE PREFERRED
SECURI TI ES OF THE CHEMED CAPI TAL TRUST

STOCKHOLDERS' EQUI TY
Capital stock-authorized 15,000,000 shares $1 par

14,186

14, 239

i ssued 13,460, 755 (2001 - 13,437,781) shares 13, 461 13, 438
Pai d-in capital 168, 359 167, 542
Ret ai ned ear ni ngs 152, 265 139, 163
Treasury stock-3,665,611(2001 - 3, 606,085) shares, at cost (112, 562) (110, 424)
Unear ned conpensati on (5,087) (7,436)
Def erred conpensation payable in conpany stock 2,266 3,288
Accumul at ed ot her conprehensive incone 3,541 4,214
Not es receivable for shares sold (946) (1,502)

Total Stockhol ders' Equity 221, 297 208, 283
Total Liabilities and Stockhol ders' Equity $ 395,011 $ 398, 284

* Reclassified for operations discontinued in 2002
See acconpanying notes to unaudited financi al
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CHEMED CORPORATI ON AND SUBSI DI ARY COVPANI ES
UNAUDI TED CONSCLI DATED STATEMENT OF | NCOVE
(in thousands except per share data)

Three Mont hs Ended Ni ne Mont hs Ended
Sept enber 30, Sept enber 30,
2002 2001 * 2002 2001 *
Cont i nui ng Operations
Servi ce revenues and sal es $ 75,322 $ 82,604 $235, 257 $253, 813
Cost of services provided and
cost of goods sold 44,314 49, 455 139, 446 151, 269
Sel ling and marketing expenses 10, 304 11, 540 33, 085 33,704
Ceneral and admi ni strative expenses 11, 537 13, 486 36, 699 42, 054
Depr eci ati on 3,424 3,604 10, 402 10, 772
O her charges - 4,031 - 4,031
Total costs and expenses 69, 579 82,116 219, 632 241, 830
I ncome from operations 5,743 488 15, 625 11,983
I nterest expense (709) (1, 373) (2, 245) (4, 324)
Distributions on preferred securities (268) (275) (809) (830)
O her i ncone- - net 268 455 3,810 3, 766
Income/ (1 oss) before income taxes 5,034 (705) 16, 381 10, 595
I ncone taxes (1, 856) 193 (5,953) (4,458)
I ncome/ (1 oss) from conti nui ng
operations 3,178 (512) 10, 428 6, 137
Di sconti nued QOperations 3,929 604 5,920 (74)
Net | ncone $ 7,107 $ 92 $ 16,348 $ 6,063
Ear ni ngs Per Conmon Share
I ncome/ (1 oss) from conti nui ng
oper ati ons $ 32 $ (.05) 1.06 $ 63
Net income $ 72 3 .01 § 166 % 62
Di | uted Earni ngs Per Share
I ncome/ (1 oss) from conti nui ng
oper ati ons $ 32 $ (.05) 1.06 $ 62
Net income $ 72 3 .01 § 165 9 62

Adj ust ed 1 ncone From Conti nui ng QOperations

Excl udi ng Goodwi Il Anorti zation
Adj ust ed i ncone
Adj ust ed ear ni ngs per share
Adj usted di |l uted earning per
share

Aver age Number of Shares Qutstanding

Ear ni ngs per share
Di | uted earni ngs per share

Cash Di vidends Paid Per Share

$ 3,178 $ 461 $ 10,428 $ 9, 057
3 .32 3 . 05 3 1. 06 3 .93
$ . 32 $ . 05 $ 1. 06 $ .92
9,861 9,690 9,854 9,721

9, 867 9,690 9, 882 9, 850
.11 .11 .33 .33

* Reclassified for operations discontinued in 2002
See acconpanying notes to unaudited financial statenents.
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CHEMED CORPCORATI ON AND SUBSI DI ARY COWVPANI ES
UNAUDI TED CONSCLI DATED STATEMENT OF CASH FLOWS
(i n thousands)

Ni ne Mbont hs Ended
Sept enber 30,
2002 2001~

Cash Flows From Qperating Activities
Net incone $ 16, 348 $ 6,063
Adj ustments to reconcile net inconme to net cash
provi ded by operating activities:

Depreci ation and anortization 10, 954 16, 070
Di sconti nued operations (5,920) 74
Gai ns on sale of investnents (1, 141) (993)
Provi sion for uncol |l ecti bl e accounts receivable 1,335 1, 651
Provision for deferred income taxes 397 (809)

Changes in operating assets and liabilities,
excl udi ng amounts acquired in business conbinations

Decrease in accounts receivable (918) (658)
(I'ncrease)/decrease in inventories 313 (728)
(I'ncrease)/ decrease in prepaid expenses 1, 141 (754)
Decrease in statutory deposits 1, 027 753

I ncrease/ (decrease) in accounts payable, deferred
contract revenue and other current liabilities (6,494) 2,606
I ncrease in incone taxes 4,538 290
O her - net 2,354 1,181
Net cash provided by continui ng operations 23,934 24,746
Net cash used by discontinued operations 5,287 4,896
Net cash provided by operating activities 29,221 29,642

Cash Flows From |l nvesting Activities

Capi tal expenditures (8,951) (10, 713)
Proceeds fromsale of investnents 1,917 1, 377
Busi ness comnbi nati ons--net of cash acquired (1, 230) (1, 358)
Net (proceeds)/outflows from di scontinued operations 569 (3,190)
O her - net 1,328 2, 365

Net cash used by investing activities (6,367) (11,519)

Cash Flows From Financing Activities

Repaynent of |ong-term debt (15, 296) (3, 306)
Proceeds from | ong-term debt 5, 000 -

Di vi dends paid (3, 252) (3,292)

Purchase of treasury stock (3,196) (1, 201)

O her - net 768 688

Net cash used by financing activities (15, 976) (7,111)
Increase In Cash And Cash Equival ents 6,878 11,012
Cash and cash equival ents at begi nning of period 8,725 9,978
Cash and cash equivalents at end of period $ 15,603 $ 20,990

*Recl assified for operations discontinued in 2002.
See acconpanying notes to unaudited financial statenents.
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CHEMED CORPORATI ON AND SUBSI DI ARY COVPANI ES

Not es to Unaudi ted Fi nanci al Statenents

1. The acconpanyi ng unaudited consolidated financial statenments
have been prepared in accordance with Rule 10-01 of SEC
Regul ation S-X. Consequently, they do not include all the
di scl osures required under generally accepted accounting
principles for conplete financial statenments. However, in
t he opi nion of the managenment of Chenmed Corporation (the
"Conpany"), the financial statenents presented herein contain
all adjustnments, consisting only of normal recurring
adj ustnents, necessary to present fairly the financial
position, results of operations and cash flows of the Conpany
and its consolidated subsidiaries ("Chened"). For further
information regardi ng Chened's accounting policies, refer to
t he consolidated financial statements and notes included in
Chenmed' s Annual Report on Form 10-K for the year ended
Decenber 31, 2001.

2. Service revenues and sal es and aftertax earnings by business
segnment follow below (in thousands):

Three Months Ended Ni ne Mont hs Ended
Sept enber 30, Sept enber 30,
2002 2001 2002 2001
Servi ce Revenues and Sal es
Rot o- Root er $ 60,234 $ 65,406 $188, 608 $200, 960
Service Anerica 15, 088 17,198 46, 649 52, 853
Tot al $ 75,322 $ 82,604 $235, 257 $253,813
Af tertax Earni ngs/(Loss)

Rot o- Root er $ 3,744 1,268 (a) $ 11,636 8, 930( a)
Service Anerica 166 (310) (b) 552 635(b)
Total segnent earnings 3,910 958 12, 188 9, 565

Cor por ate
Over head (844) (1, 387) (3,022) (4,018)
Gai ns on sal es of
i nvestment s - - 775 703
Net investing and
financi ng i ncone
/ (expense) 112 (83) 487 (113)
Di scontinued operations 3,929 604 5,920 (74)
Net income $ 7,107 $ 92 $ 16,348 $ 6,063
Adj usted Aftertax
Seqgnment Ear ni ngs
Rot o- Root er $ 3,744 $ 3,838(c,d)$ 11,636 $ 13,041(c,d)
Service Anerica 166 513(c, €e) 552 1,864(c,e)
Adj usted segnent earnings $ 3,910 $ 4,351 $ 12,188 $ 14,905

(a) Anpounts include Roto-Rooter’'s aftertax cost of its overtime wage settl enent
with the Departnment of Labor ($1, 800, 000).

(b) Anpunts include Service Anerica's aftertax inpairnent loss related to the
closing of its Tucson branch ($620, 000).

(c) Anmounts exclude the anortization of goodwi Il in 2001.

(d) Anpunts exclude Roto-Rooter’s aftertax cost of its overtime wage settl enent
with the Departnment of Labor ($1, 800, 000).

(e) Anpunts exclude Service Anerica's aftertax inpairnent loss related to the

closing of its Tucson branch ($620, 000).
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3. Ear ni ngs per conmon share are conputed using the wei ghted

aver age nunber of shares of capital

stock outstanding. The

i npact of the Trust Securities on earnings per share from

continuing operations is anti-dilutive for al

presented. Therefore,

peri ods

the Trust Securities are excl uded

fromdiluted earnings per share conputations.

Di | uted earnings per share are conputed bel ow (in thousands
except per share data):

I ncone from Continui ng Qperations

Net | ncone

I ncone Shar es I ncone I ncone Shar es I ncone
(Nuner at or) (Denonmi nator) Per Share (Nuner at or) (Denomi nator) Per Share
For the Three Months
Ended Sept enber 30,
2002
Ear ni ngs $ 3,178 9, 861 $ .32 $ 7,107 9, 861 $ .72
Dilutive stock -
options - 6 - 6
Di | ut ed Ear ni ngs $ 3,178 9, 867 $ .32 $ 7,107 9, 867 $ .72
2001
Ear ni ngs/ (1 oss) (a) $ (512) 9,690 $ (.05 $ 92 9, 690 $ .01
For the Nine Months
Ended Sept enber 30,
2002
Ear ni ngs $10, 428 9, 854 $ 1.06 $ 16, 348 9, 854 $ 1.66
Dilutive stock -
options - 28 - 28
Di | uted Ear ni ngs $10, 428 9, 882 $ 1.06 $ 16,348 9, 882 $ 1.65
2001
Ear ni ngs $ 6,137 9,721 $ .63 $ 6, 063 9,721 $ .62
Nonvest ed st ock -
awar ds - 112 - 112
Dilutive stock
options - 17 - 17
Di | ut ed Ear ni ngs $ 6,137 9, 850 $ .62 $ 6, 063 9, 850 $ .62

For the Periods Ended
Sept enber 30, 2001

Adj usted Earnings from Conti nuing Operations Excluding Goodwill Anortization

For the Three Months Ended

For the Nine Mnths Ended

Ear ni ngs $ 461 9, 690 $ . 05 $ 9, 057 9,721 $ .93
Nonvest ed st ock -
awar ds - -(a) - 112
Dilutive stock
options - -(a) - 17
Di | ut ed Ear ni ngs $ 461 9, 690 $ . 05 $ 9, 057 9, 850 $ .92

(a) Since inconme fromcontinuing operations is a loss for the three nmonths endi ng Septenber 30, 2001, the

i mpact of stock awards and stock options is anti-dilutive.

Therefore, nonvested stock awards and stock

options are excluded fromdiluted earnings per share conputations.

4. The Conpany’s tota

conpr ehensi ve i ncome conprises the follow ng

(1 n thousands):
Three Mont hs Ended
Sept enber 30,

2002 2001
Net | ncome $ 7,107 $ 92
O her Conpr ehensi ve
i ncone/ (| oss) (664) 75
Total conprehensive income $ 6,443 $ 167

Ni ne Mont hs Ended
Sept enber 30,

2002 2001
$ 16, 348 $ 6,063
(673) (1,165)
$ 15,675 $ 4,898

The ot her conprehensive incone relates to the cunmul ative unrealized
appreci ati on/ depreci ation on the Conpany’s avail abl e-for-sale

securities.
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On Cctober 11, 2002, the Conpany conpleted the sale of Patient

Care, Inc. (“Patient Care”), a wholly owned subsidiary, to an

i nvestor group that includes Schroeder Ventures Life Sciences

G oup, QGak Investnent Partners, Prospect Partners and Sali x
Ventures. Patient Care provides hone-healthcare services primarily
in the New York-New Jersey-Connecticut area.

The cash proceeds to the Conpany fromthe sale of Patient Care
total $57.5 mllion, of which $5 mllion was placed in escrow
pendi ng settlenment of specified contingencies. |In addition, the
Conmpany received a senior subordinated note receivable (“Note”) for
$12.5 mllion and a comopn stock purchase warrant for the purchase
of 2% of the outstanding stock of the purchasing conpany. The Note
is due Cctober 11, 2007 and bears interest at the annual rate of
7.5% t hrough Septenber 30, 2004, 8.5%from Cctober 1, 2004 through
Septenber 30, 2005 and 9.5%thereafter. The warrant has an
estimated fair value of $1.4 mllion.

The Conpany will record a small gain on the sale of Patient Care in
the fourth quarter of 2002. Data relating to discontinued
operations include the followi ng (in thousands):

Three Months Ended Ni ne Mont hs Ended
Sept enber 30, Sept enber 30,
2002 2001 2002 2001
Servi ce Revenues and Sal es
From Di sconti nued Operations $ 37,515 $ 36,451 $ 111,184 $ 110,762
I ncone from Di sconti nued Qperations
Refund of incone taxes related to
the sale of The Omia Goup in
1997 $ 2,861 $ - $ 2,861 $ -
Operating results of Patient Care(a)
I ncone before incone tax 2,249 790 5,178 2,444
I ncone t axes (1,181 (186) (2,119 (545)
Net | ncome 1,068 604 3,059 1,899
Operating results of Cadre Computer
Loss before incone tax - (165) - (734)
I ncome tax benefit/(expense) - 58 - 255
Mnority interest - 6 - 46
Net Loss - (101) - (433)
Adj ustnent to loss/(loss on disposal)
of Cadre Conmputer
I ncore/ (1 oss) before incone
t ax - 155 - (2,369)
I ncome tax benefit/(expense) - (54) - 829
Net incone/ (| oss) - 101 - (1,540
Tot al discontinued operations $ 3,929 $ 604 $ 5,920 $ (74)
(a) During the third quarter of 2002, Patient Care recorded a favorable pretax adjustnment of
$1,041,000 to prior years' cost reports. |In addition, Patient Care recorded an unfavorable

pretax adjustment of $440,000 for expenses related to a 1997 business conbination. The net
aftertax inpact of these adjustnments increased net incone by $361, 000.

Sept enber 30, Decenber 31,
2002 2001
Asset and Liabilities of Discontinued Operations
Asset s
Accounts receivable, |ess allowances $ 34, 826 $ 34,110
O her current assets 1,729 2,294
Properties and equi pnent | ess accumnul at ed
depreci ation 11, 963 13, 039
Goodwi Il | ess accunul ated anorti zation 30, 458 30, 673
O her noncurrent assets 1, 064 1,193
Total Assets $ 80, 040 $ 81, 309
Liabilities
Account s payabl e $ 1, 148 $ 2,525
O her current liabilities 9,923 7,897
Deferred i ncone taxes 2,339 1,773
Total Liabilities $ 13,410 $ 12,195
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During 2002, one purchase business conbi nati on was conpleted within
t he Rot o- Rooter segnent for a purchase price of $1,230,000 in cash.
The busi ness acquired provides drain cleaning and pl unbing services
under the Roto-Rooter name. The results of operations of this

busi ness are not material.

The purchase price was allocated as follows (in thousands):

| dentifiable intangible assets $ 50
Goodwi | | 1, 104
O her assets 76

Tot al $ 1,230

The Conpany is party to lawsuits in the normal course of business,
none of which is expected to have a material inpact on its
operating results. This includes a class action lawsuit filed in
the Third Judicial Crcuit Court of Madison County, Illinois in
June of 2000 by Robert Harris, alleging certain Roto-Rooter

pl unmbi ng was perfornmed by unlicensed enpl oyees. The Conpany
contests these allegations and believes them baseless. Due to the
conpl ex | egal and other issues involved, it is not presently
possible to estimate the amount of liability, if any, related to
this matter.

Effective July 1, 2001, Chened adopted the provisions of Statenent
of Financial Accounting Standards (“SFAS’) No. 141, Busi ness

Combi nations, for all business conbinations initiated after June
30, 2001. Effective January 1, 2002, Chened adopted the provisions
of SFAS No. 141 for all business conbinations initiated after
Decenber 31, 2001. The adoption of the provisions of SFAS No. 141
did not materially inpact the Conpany’s financial statenents.

Ef fective January 1, 2002, Chened adopted the provisions of SFAS
No. 142, Goodwi |l and O her Intangi ble Assets. The adoption of
SFAS No. 142 elimnates the anortization of goodwi ||l as of the
effective date of adoption. For continuing operations,
anortization of goodw Il for the third quarter of 2001 is

$1, 026, 000 ($973,000 net of incone tax benefit), and is included in
cost of services and cost of goods sold in the consoli dated
statenent of incone. For the first nine nonths of 2001,
anortization of goodwi Il for continuing operations is $3,081, 000
(%2, 920, 000 net of incone tax benefit).

In addition, SFAS No. 142 requires goodw || be eval uated annually
for inpairnment beginning in 2002 for each conponent of an operating
segnent. The first, or transition, evaluation was performed as of
January 1, 2002 and conpleted during the second quarter. As of
January 1, 2002, the Conpany determned its reporting conponents to
be Service Anerica, Patient Care, Roto-Rooter Services (plunbing
and drain cleaning services), Roto-Rooter Franchising and Products
(manuf acturing, sale and franchising of Roto-Rooter products and
servi ces) and Rot o- Root er HVAC/ non- Rot o- Root er brands (heating,
ventilating and air conditioning repair services and non- Rot o-

Root er - branded drai n cl eaning and pl unbi ng services). The
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Conpany’s inpairnent test indicates that none of the goodw Il for
any of its reporting conponents is inpaired.

On January 1, 2002, Chened adopted the provisions of SFAS No. 144,
Accounting for the Inpairnment or D sposal of Long-Lived Assets.
The adoption of SFAS No. 144 did not materially inpact the
Conpany’s financial statenents.

I n August 2001, the Financial Accounting Standards Board approved
t he i ssuance of SFAS No. 143, Accounting for Asset Retirenent

ol igations. This statenment becane effective for fiscal years
begi nni ng after June 15, 2002, and requires recognizing |egal
obligations associated with the retirenment of tangible Iong-Ilived
assets that result fromthe acquisition, construction, devel opnent
or normal operation of a long-lived asset. Since the Conpany has
no material asset retirenent obligations, the adoption of SFAS No.
143 in 2003 will not have a material inpact on Chened’ s financi al
st at ement s.

In April 2002, the FASB approved the issuance of SFAS No. 145,
Reci ssion of FASB Statenents No. 4, 44 and 64, Amendnent of FASB
Statenent No. 13 and Technical Corrections. This statenent is
generally effective for transactions occurring after May 15, 2002.
The adoption of SFAS No. 145 is not expected to have a materi al

i npact on Chened’ s financial statenents.

In July 2002, the FASB approved the issuance of SFAS No. 146,
Accounting for Costs Associated with Exit or D sposal Activities.
Ceneral ly, SFAS No. 146 stipulates that defined exit costs

(it ncluding restructuring and enpl oyee term nation costs) are to be
recorded on an incurred basis rather than on a conm tnent basis as
is presently required. This statenent is effective for exit or

di sposal activities initiated after Decenber 31, 2002. The Conpany
currently anticipates that adoption of this statenent in 2003 w ||
not have a material inpact on its financial statenents.
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Item 2. Managenent’'s Di scussion and Anal ysis
of Financial Condition and Results of Operations

Fi nanci al Conditi on

There are no unusual changes in the bal ance sheet accounts during
the first nine nonths of 2002.

At Septenber 30, 2002, Chened had approxinmately $29.2 mllion of
lines of credit with various banks. In addition to the $15.6 mllion
bal ance in cash and cash equival ents at Septenber 30, 2002, $52.5 cash
was received in Cctober 2002 fromthe sale of Patient Care. Managenent
believes its liquidity and sources of capital are satisfactory for the
Conpany’s needs in the foreseeable future. Proceeds fromthe sale of
Patient Care will be used for acquisitions and ot her corporate purposes.

Results of Operations

Data relating to (a) the decrease in service revenues and sal es
and (b) aftertax earnings/(loss) as a percent of service revenues and
sales for each segnent are set forth bel ow

Servi ce Revenues Aftertax Earnings as a % of Revenues
and Sales - % (Aftertax Margin)
Decr ease 2001 2001
2002 vs. 2001 2002 Reported Adjusted(a)
Three Mont hs Ended
Sept enber 30,
Rot o- Root er (8)% 6. 2% 1.9% 5. 9%
Service Anerica (12) 1.1 (1.8) 3.0
Tot al (9) 5.2 . 5.3
Ni ne Mont hs Ended
Sept enber 30,
Rot o- Root er (6) % 6. 2% 4. 4% 6. 5%
Service Anerica (12) 1.2 1.2 3.5
Tot al (7) 5.2 3.8 5.9
(a) Adjusted to exclude anortization of goodwi ||, Roto-Rooter’s wage settlenent with

t he Departnent of Labor, and Service America’ s inpairnent |oss.

Third Quarter 2002 versus Third Quarter 2001

Servi ce revenues and sal es of the Roto-Rooter segnent for the
third quarter of 2002 total ed $60, 234, 000, a decline of 8% versus the
$65, 406, 000 recorded in the third quarter of 2001. Revenues of the
drai n cl eani ng busi ness and the pl unbing services business declined 6%
and 5% respectively, for the third quarter of 2002, as conpared with
revenues for 2001. Each of these businesses’ revenues accounts for 44%
and 41% respectively, of Roto-Rooter’s total revenues and sal es. The
aftertax margin of this segnment during the third quarter of 2002 was
6. 2% as conpared with 5.9% on an adjusted basis (excluding the cost of
t he wage settl enent and excluding anortization of goodw Il) during the

Page 11 of 24



third quarter of 2001. Mst of this increase is attributable to a
hi gher gross profit margin in the 2002 quarter.

Service revenues and sal es of the Service Anerica segnent
declined 12% from $17,198,000 in the third quarter of 2001 to
$15,088,000 in the third quarter of 2002. This decline is attributable
to a decline in contract renewals in 2002, lower retail sales in 2002
and the divestnent of the Tucson branch in the fourth quarter of 2001.
The aftertax margin of this segment was 1.1%in the third quarter of
2002 as conpared with 3.0% on an adjusted basis (excluding goodw ||
anortization and excluding the Tucson branch closing costs) in the third
quarter of 2001. This decline is attributable to a |ower gross profit
margin in the 2002 quarter, primarily as the result of higher |abor
costs (as a percent of revenues) in 2002.

| nconme from operations increased from $488,000 in the third
quarter of 2001 to $5,743,000 in the third quarter of 2002. On an
adj ust ed basi s, excluding goodwi ||l anortization ($1, 026, 000), the cost
of Roto-Rooter’s wage settlenment ($3,000,000) and the cost of Service
Anerica’s branch closing ($1,031,000), inconme fromoperations for 2001
was $5, 545, 000. Earnings before interest, taxes, depreciation and
anortization before capital gains (“EBITDA") declined from $9, 801,000 in
the third quarter of 2001 to $9,591,000 in the third quarter of 2002.

I nt erest expense declined from$1,373,000 in the third quarter of
2001 to $709,000, as a result of refinancing |ong-termdebt at | ower
interest rates in Decenber 2001. Lower debt levels during 2002 al so
contributed to this decline.

O her income-net declined from $455,000 in the third quarter of
2001 to $268,000 in the third quarter of 2002 primarily as the result of
| ower interest rates on invested cash in the third quarter of 2002, as
conpared with interest rates in 2001.

The effective inconme tax rate during the third quarter of 2002
was 36.9% as conpared with 27.4%during the third quarter of 2001
Excl uding the anortization of goodw Il in 2001, the effective tax rate
for the third quarter of 2001 was 43.6% which is primarily attributable
to favorable tax adjustnents, the domestic dividend exclusion and a
relatively low level of adjusted pretax earnings in the 2001 quarter.

| nconme/ (1 oss) from continuing operations increased froma | oss of
$512, 000 ($.05 per share) in the third quarter of 2001 to i ncone of
$3, 178,000 ($.32 per share) in the third quarter of 2002. Excl uding
anortization of goodw Il ($973,000 aftertax), adjusted income from
continuing operations for the third quarter of 2001 was $461, 000 ($.05
per share). |If the cost of Roto-Rooter’s wage settlenent and the cost
of Service Anerica’s branch closing (a conbined aftertax total of
$2, 420,000, or $.25 per share) are al so excluded fromearnings for the
third quarter of 2001, adjusted earnings for 2001's third quarter were
$. 30 per share.
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Net income increased from $92,000 ($.01 per share) in the third
quarter of 2001 to $7,107,000 ($.72 per share) in the third quarter of
2002. The results for 2002 include discontinued operations of
$3, 929, 000 ($.40 per share), conprising a tax refund of $2,861, 000
related to the sale of The Omia Goup (sold in 1997) and earni ngs of
$1, 068,000 from Patient Care operations (sold in October 2002). The
results for 2001 include discontinued operations of $604,000 ($.06 per
share)fromthe earnings of Patient Care.

Ni ne Mont hs Ended Septenber 30, 2002 Versus Septenber 30, 2001

Service revenues and sal es of the Roto-Rooter segnent for the
first nine nmonths of 2002 total ed $188, 608, 000, a decline of 6% versus
t he $200, 960, 000 recorded in the first nine nonths of 2001. Revenues
of the drain cleaning business and the plunbing services busi ness
declined 3% and 6% respectively, for the first nine nonths of 2002, as
conpared with revenues for 2001. The aftertax margin of this segnent
during the first nine nonths of 2002 was 6.2% as conpared with 6.5% on
an adjusted basis (excluding anortization of goodw Il) during the first
nine nonths of 2001. Most of this decline is attributable to a | ower
gross profit margin as the result of increased | abor costs (as a
percent of revenues) in the 2002 peri od.

Service revenues and sal es of the Service Anerica segnent
declined 12% from $52, 853,000 in the first nine nonths of 2001 to
$46,649,000 in the first nine nonths of 2002. This decline is
attributable to a decline in contract renewals in 2002, |ower retai
sales in 2002 and the divestnent of the Tucson branch in the fourth
gquarter of 2001. The aftertax margin of this segnent was 1.2%in the
first nine nonths of 2002, as conpared with 3.5% on an adjusted basis
(excl udi ng goodwi I | anortizati on and excl uding the cost of the Tucson
branch closing) in the first nine nonths of 2001. This decline is
attributable to a | ower gross profit margin in the 2002 quarter,
primarily as the result of higher |abor costs (as a percent of
revenues) in 2002.

| ncone from operations increased from $11,983,000 in the first
ni ne nmonths of 2001 to $15, 625,000 in the first nine nonths of 2002.
On an adjusted basis, excluding: goodwi |l anortization in 2001
($3,081,000); the cost of Roto-Rooter’s wage settlenent; and the cost
of the Tucson branch closing; incone fromoperations for the 2001
peri od was $19, 095, 000. The decline in adjusted operating incone from
2001 to 2002 is attributable to | ower operating profit recorded by both
Rot o- Root er and Service Anerica, partially offset by | ower corporate
overhead. For the sanme reasons, earnings before interest, taxes,
depreciation and anortization before capital gains (“EBITDA”) declined
12% from $33, 263,000 in the first nine nonths of 2001 to $29, 165,000 in
the first nine nonths of 2002.

| nt erest expense declined from$4,324,000 in the first nine
nmont hs of 2001 to $2, 245,000, as a result of refinancing |ong-term debt
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at lower interest rates in Decenber 2001. Lower debt levels during the
year 2002 also contributed to this decline.

O her income-net increased slightly from$3,766,000 in the first
ni ne nmonths of 2001 to $3,810,000 in the first nine nonths of 2002.

The effective inconme tax rate during the first nine nonths of
2002 was 36. 3% as conmpared with 42.1%during the first nine nonths of
2001. Excluding the anortization of goodw Il in 2001, the effective tax
rate for the first nine nonths of 2001 was 33.8% The higher rate in
2002 (versus the adjusted rate in 2001) is primarily attributable to
| arger favorable tax adjustnents in the 2001 peri od.

| ncome from continuing operations increased from $6, 137, 000
($.63 per share and $.62 per diluted share) in the first nine nonths of
2001 to $10, 428,000 ($1.06 per share) in the first nine nonths of 2002.
Excl udi ng anortization of goodw Il (%$2,920,000 aftertax), adjusted
i ncome from continuing operations was $9, 057,000 ($.93 per share and
$.92 per diluted share) in the first nine nonths of 2001 as conpared
with $10, 428,000 ($1.06 per share) in the first nine nonths of 2002. If
capital gains ($775,000, or $.08 per share in 2001 and $703, 000, or
$.08 per share in 2002), the cost of Roto-Rooter’s wage settlenent and
the cost of Service Anerica’ s branch closing (conbined aftertax total
of $2,420,000, or $.25 per share) are also excluded from earnings for
the first nine nonths of the respective years, adjusted earnings for
2001's third quarter were $.98 per share.

Net income increased from $6, 063,000 ($.62 per share) in the
first nine nonths of 2001 to $16, 348,000 ($1.66 per share and $1. 65 per
diluted share) in the first nine nonths of 2002. The results for 2002
i ncl ude di scontinued operations of $5,920,000 ($.60 per share and $.59
per diluted share), conprising a tax refund of $2,861,000 related to
the sale of The Omia Goup (sold in 1997) and earni ngs of $3,059, 000
from Patient Care operations (sold in October 2002). The results for
2001 include a net |oss on discontinued operations of $74,000 ($.01 per
share and nil per diluted share). Discontinued operations in 2001
i ncl ude $1, 899,000 fromthe operations of Patient Care, a | oss on the
sal e of Cadre Computer of $1,540,000 and a | oss from Cadre Conputer
oper ations of $433, 000.

Recent Accounti ng Statenents

I n August 2001, the Financial Accounting Standards Board
(“FASB”) approved the issuance of SFAS No. 143, Accounting for Asset
Retirement Obligations. |t beconmes effective for fiscal years
begi nni ng after June 15, 2002, and requires recognizing |egal
obligations associated with the retirenment of tangible Iong-Ilived
assets that result fromthe acquisition, construction, devel opment or
normal operation of a long-lived asset. Since the Conpany has no
mat eri al asset retirenment obligations, the adoption of SFAS No. 143 in
2003 will not have a material inpact on Chened s financial statenents.
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In April 2002, the FASB approved the issuance of SFAS no. 145,
Reci ssion of FASB Statenents No. 4, 44 and 64, Amendnent of FASB
Statenment No. 13 and Technical Corrections. It is generally effective
for transactions occurring after May 15, 2002. |Its adoption is not
expected to have a material inpact on Chened s financial statenents.

In July 2002, the FASB approved the issuance of SFAS No. 146,
Accounting for Costs Associated with Exit or D sposal Activities.
Generally, SFAS No. 146 stipulates that defined exit costs (including
restructuring and enpl oyee term nation costs) are to be recorded on an
incurred basis rather than on a conmtnent basis, as is presently
required. This statenent is effective for exit or disposal activities
initiated after Decenber 31, 2002. The Conpany currently antici pates
its adoption in 2003 will not have a material inpact on its financial
statenents

Saf e Harbor Statenent under the Private Securities Litigation
Ref orm Act of 1995 Regardi ng Forward-Looki ng | nfornmation

This report contains statenents which are subject to certain
known and unknown risks, uncertainties, contingencies and other factors
that could cause actual results to differ materially fromthese
statenents and trends. The Conpany’s ability to deal with the unknown
out cones of these events, many of which are beyond its control, may
affect the reliability of its projections and other financial matters.
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ltem 4. Controls and Procedures

The Conpany mai ntains disclosure controls and procedures that
are designed to ensure that information required to be disclosed in the
Conpany’ s Exchange Act reports is recorded, processed, summari zed and
reported within the tinme periods specified in the SEC s rules and
forms, and that such information is accunmul ated and conmuni cated to the
Conpany’ s managenent to allow tinely decisions regarding required
di scl osure. Managenent necessarily applies its judgnent in assessing
the costs and benefits of such controls and procedures which, by their
nature, can provide only reasonabl e assurance regardi ng managenent’s
control objectives.

Wthin 90 days prior to the date of this report, the Conpany
carried out an evaluation, under the supervision of the Conpany’s
President and Chief Executive Oficer, with the participation of its
Executive Vice President and Treasurer and its Vice President and
Controller, of the effectiveness of the design and operation of the
Conpany’s di sclosure controls and procedures pursuant to Exchange Act
Rul e 13a-14. Based upon this evaluation, the Conpany’s President and
Chi ef Executive O ficer, Executive Vice President and Treasurer and
Vi ce President and Controller concluded the Conpany’ s discl osure
controls and procedures are effective in tinely alerting themto
material information relating to the Conpany and its consol i dated
subsidiaries required to be included in the Conpany’'s Exchange Act
reports. There have been no significant changes in internal controls
or in other factors that could significantly affect internal controls
subsequent to the date the Conpany carried out its eval uation.
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PART |1 OTHER | NFORMVATI ON

Item 6. Exhi bits and Reports on Form 8-K

(a) Exhibits

Exhi bi t No. Description

99.1 Certification by Kevin J. McNamara pursuant to
Section 906 of The Sarbanes-Oxl ey Act of 2002.

99.2 Certification by Tinmothy S. O Tool e pursuant
to Section 906 of The Sarbanes-Oxl ey Act of
2002.

99. 3 Certification by Arthur V. Tucker, Jr. pursuant
to Section 906 of The Sarbanes- Oxl ey Act of
2002.

(b) Reports on Form 8-K

A Current Report on Form 8-K, dated Cctober 11, 2002, was
filed October 18, 2002. The report disclosed the October 11,
2002 sale of Patient Care, Inc. (“Patient Care”), fornerly a
whol | y owned subsidiary of the Conpany. Pro forma financi al
statenments contained therein present the financial position
and results of operations of the Conpany excluding Patient
Care as of June 30, 2002, for the six nonths ended June 30,
2002 and 2001, and for the year ended Decenber 31, 2001.

SI GNATURES
Pursuant to the requirenents of the Securities and Exchange Act of
1934, the Registrant has duly caused this report to be signed on
its behalf by the undersigned thereunto duly authorized.

Chened Corporation
(Regi strant)

Dat ed: Novenber 12, 2002 By Kevin J. McNanara
Kevin J. MNamara
(President and Chief
Executive O ficer)

Dat ed: Novenber 12, 2002 By Tinothy S. O Toole
Timothy S. O Tool e
(Executive Vice President and
Tr easurer)

Dat ed: Novenber 12, 2002 By Arthur V. Tucker, Jr.
Arthur V. Tucker, Jr.
(Vice President and Controller)
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CERTI FI CATI ONS PURSUANT TO RULE 13A -14 OF THE EXCHANGE ACT OF 1934
|, Kevin J. McNamara, certify that:

1. | have reviewed this quarterly report on Form 10-Q of Chened
Cor por ati on;

2. Based on ny know edge, this quarterly report does not contain
any untrue statenment of a material fact or omt to state a

mat eri al fact necessary to nake the statenments nade, in |ight of
t he circunstances under which such statenents were nmade, not

m sl eading with respect to the period covered by this quarterly
report;

3. Based on ny know edge, the financial statenents, and ot her
financial information included in this quarterly report, fairly
present in all material respects the financial condition, results
of operations, and cash flows of the registrant as of, and for,
the periods presented in this quarterly report;

4. The registrant’s other certifying officers and | are
responsi bl e for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rul es 13a-14 and 15d-
14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure
that material information relating to the registrant, including
its consolidated subsidiaries, is nade known to us by others
within those entities, particularly during the period in which
this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure
controls and procedures as of a date within 90 days prior to the
filing date of this quarterly report (the “Evaluation Date”);
and

c) presented in this quarterly report our concl usions about the
ef fecti veness of the disclosure controls and procedures based on
our evaluation as of the Eval uation Date;

5. The registrant’s other certifying officers and | have

di scl osed, based on our nost recent evaluation, to the
registrant’s auditors and the audit conmttee of registrant’s
board of directors:

a) all significant deficiencies in the design or operation of
internal controls which could adversely affect the registrant’s
ability to record, process, summarize and report financial data
and have identified for the registrant’s auditors any materi al
weaknesses in internal controls; and
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Dat e:

b) any fraud, whether or not material, that involves managenent
or ot her enpl oyees who have a significant role in the
registrant’s internal controls; and

6. The registrant’s other certifying officers and |I have
indicated in this quarterly report whether or not there were
significant changes in internal controls or in other factors that
could significantly affect internal controls subsequent to the
date of our nost recent evaluation, including any corrective
actions with regard to significant deficiencies and materi al
weakness.

Novenber 12, 2002 Kevin J. McNamara
Kevin J. MNamara
(President and Chief
Executive Oficer)

|, Tinothy S. O Toole, certify that:

1. | have reviewed this quarterly report on Form 10-Q of Chened
Cor por ati on;

2. Based on ny know edge, this quarterly report does not contain
any untrue statenment of a material fact or omt to state a

mat eri al fact necessary to nake the statenments nade, in |ight of
t he circunstances under which such statenents were nade, not

m sl eading with respect to the period covered by this quarterly
report;

3. Based on ny know edge, the financial statenents, and ot her
financial information included in this quarterly report, fairly
present in all material respects the financial condition, results
of operations, and cash flows of the registrant as of, and for,
the periods presented in this quarterly report;

4. The registrant’s other certifying officers and | are
responsi bl e for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-14 and 15d-
14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure
that material information relating to the registrant, including
its consolidated subsidiaries, is nade known to us by others
within those entities, particularly during the period in which
this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure
controls and procedures as of a date within 90 days prior to the
filing date of this quarterly report (the “Evaluation Date”);
and
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Dat e:

c) presented in this quarterly report our concl usions about the
ef fecti veness of the disclosure controls and procedures based on
our evaluation as of the Eval uation Date;

5. The registrant’s other certifying officers and | have

di scl osed, based on our nost recent evaluation, to the
registrant’s auditors and the audit conmttee of registrant’s
board of directors:

a) all significant deficiencies in the design or operation of
internal controls which could adversely affect the registrant’s
ability to record, process, summarize and report financial data
and have identified for the registrant’s auditors any materi al
weaknesses in internal controls; and

b) any fraud, whether or not material, that involves managenent
or ot her enpl oyees who have a significant role in the
registrant’s internal controls; and

6. The registrant’s other certifying officers and |I have
indicated in this quarterly report whether or not there were
significant changes in internal controls or in other factors that
could significantly affect internal controls subsequent to the
date of our nost recent evaluation, including any corrective
actions with regard to significant deficiencies and materi al
weakness.

Novenber 12, 2002 Tinothy S. O Tool e
Timothy S. O Tool e
(Executive Vice President and
Tr easurer)

|, Arthur V. Tucker, Jr., certify that:

1. | have reviewed this quarterly report on Form 10-Q of Chened
Cor por ati on;

2. Based on ny know edge, this quarterly report does not contain
any untrue statenment of a material fact or omt to state a

mat eri al fact necessary to nake the statenments nmade, in |ight of
t he circunstances under which such statenents were nmade, not

m sl eading with respect to the period covered by this quarterly
report;

3. Based on ny know edge, the financial statenents, and ot her
financial information included in this quarterly report, fairly
present in all material respects the financial condition, results
of operations, and cash flows of the registrant as of, and for,
the periods presented in this quarter report;
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Dat e:

4. The registrant’s other certifying officers and | are
responsi bl e for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-14 and 15d-
14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure
that material information relating to the registrant, including
its consolidated subsidiaries, is nade known to us by others
within those entities, particularly during the period in which
this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure
controls and procedures as of a date within 90 days prior to the
filing date of this quarterly report (the “Evaluation Date”);
and

c) presented in this quarterly report our concl usions about the
ef fectiveness of the disclosure controls and procedures based on
our evaluation as of the Eval uation Date;

5. The registrant’s other certifying officers and | have

di scl osed, based on our nost recent evaluation, to the
registrant’s auditors and the audit conmttee of registrant’s
board of directors:

a) all significant deficiencies in the design or operation of
internal controls which could adversely affect the registrant’s
ability to record, process, summarize and report financial data
and have identified for the registrant’s auditors any materi al
weaknesses in internal controls; and

b) any fraud, whether or not material, that involves managenent
or ot her enpl oyees who have a significant role in the
registrant’s internal controls; and

6. The registrant’s other certifying officers and |I have
indicated in this quarterly report whether or not there were
significant changes in internal controls or in other factors that
could significantly affect internal controls subsequent to the
date of our nost recent evaluation, including any corrective
actions with regard to significant deficiencies and materi al
weakness.

Novenber 12, 2002 Arthur V. Tucker, Jr.
Arthur V. Tucker, Jr.
(Vice President and
Controller)
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EXHBIT 99.1

CERTI FI CATI ON BY KEVIN J. MCNAMARA

PURSUANT TO SECTI ON 906 OF THE SARBANES- OXLEY ACT OF 2002.

Pursuant to Section 906 of the Sarbanes-Oxl ey Act of 2002, the
under si gned, as President and Chief Executive Oficer of Chened
Cor poration (“Conpany”), does hereby certify that:

1)

2)

Dat ed:

the Conpany’s Quarterly Report of Form 10-Q for the quarter
endi ng Septenber 30, 2002 (“Report”), fully conplies with the
requi renents of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

the information contained in the Report fairly presents, in
all material respects, the financial condition and results of
operati ons of the Conpany.

Novenber 12, 2002 By: Kevin J. McNamara

Kevin J. MNanmara
(President and Chief
Executive O ficer)
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EXH BIT 99.2

CERTI FI CATI ON BY TI MOTHY S. O TOOLE

PURSUANT TO SECTI ON 906 OF THE SARBANES- OXLEY ACT OF 2002.

Pursuant to Section 906 of the Sarbanes-Oxl ey Act of 2002, the
under si gned, as Executive Vice President and Treasurer of Chened
Corporation (“Conpany”), does hereby certify that:

1)

2)

Dat ed:

the Conpany’s Quarterly Report of Form 10-Q for the quarter
endi ng Septenber 30, 2002 (“Report”), fully conplies with the
requi renents of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

the information contained in the Report fairly presents, in
all material respects, the financial condition and results of
operati ons of the Conpany.

Novenber 12, 2002 By Tinothy S. O Toole

Timothy S. O Tool e
(Executive Vice President and
Tr easurer)
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EXH BIT 99.3

CERTI FI CATI ON BY ARTHUR V. TUCKER, JR
PURSUANT TO SECTI ON 906 OF THE SARBANES- OXLEY ACT OF 2002.

Pursuant to Section 906 of the Sarbanes-Oxl ey Act of 2002, the
undersi gned, as Vice President and Controller of Chenmed Corporation
(“ Conpany”), does hereby certify that:

1) the Conpany’s Quarterly Report of Form 10-Q for the quarter
endi ng Septenber 30, 2002 (“Report”), fully conplies with the
requi renents of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

2) the information contained in the Report fairly presents, in
all material respects, the financial condition and results of
operations of the Conpany.

Dat ed: Novenber 12, 2002 By Arthur V. Tucker, Jr.
Arthur V. Tucker, Jr.
(Vice President and Controller)
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