shares of stock held by them, and the right of HealthSouth to purchase the shares of stock held by those stockholders at any
time after December 31, 2019, or, prior to December 31, 2017, within 120 days of the termination of any such
stockholder’s employment with Encompass. The Stockholders’ Agreement also provides that certain members of the
Encompass management team recommended by the chief executive officer of Encompass and approved by our board’s
Compensation Committee may receive annual performance-based restricted stock grants under our long-term equity
incentive program.

Employment Agreements

As part of the acquisition negotiation, Ms. Anthony and certain other employees of Encompass agreed to and did
enter into amended and restated employment agreements, each with an initial term of three years, and related
noncompetition/nonsolicitation agreements, pursuant to which they agreed not to compete in the business of providing
home health or hospice care services or acquire any companies operating in those businesses during the five years
following the closing. In addition to standard salary, bonus and benefit terms, these agreements provide that the officers
may participate, at the designation of Ms. Anthony, in HealthSouth’s long-term equity incentive program and may receive
cash-settled stock appreciation rights tied to the value of Holdings. These agreements also provide for severance benefits,
including continuation of base salary and payment of COBRA premiums for up to one year upon termination for good
reason or without cause, subject to a release of claims. Ms. Anthony’s employment agreement is an exhibit to our 2015
Form 10-K.

Pre-existing Agreement with an Affiliate

At the time of the acquisition, EHHI was party to a client service and license agreement (the “HCHB Agreement”)
with Homecare Homebase, LLC (“HCHB”) for a home care management software product that includes multiple modules
for collecting, storing, retrieving and disseminating home care patient health and health-related information by and on
behalf of home health care agencies, point of care staff, physicians, patients and patient family members via hand-held
mobile computing devices and desktop computers linked with a website hosted by HCHB. Ms. Anthony along with others
created this software product and eventually sold it to HCHB. She currently owns more than 10% of HCHB and is that
company’s chief executive officer. A term of our negotiated acquisition of EHHI was that Ms. Anthony be allowed to
continue to dedicate a portion of her time to her duties with HCHB, which portion may not exceed that time commitment
provided for in her pre-existing employment agreement with EHHI and may not materially interfere with her duties and
responsibilities to the HealthSouth subsidiary going forward.

The HCHB Agreement continues until terminated by either party. Either party may terminate for a material breach
or an insolvency event. We may terminate the HCHB Agreement for convenience upon 90-days notice. Beginning on
December 19, 2026, HCHB may terminate the HCHB Agreement for convenience upon two-years notice.

Pursuant to the HCHB Agreement, we pay fees to HCHB based on, among other things, the software modules in
use, the training programs, and the number of licensed users. In 2016, the aggregate fees paid to HCHB by EHHI were
approximately $3.2 million.

Our board of directors reviewed and approved, as part of the acquisition negotiation and approval, the terms of the
HCHB Agreement, the Stockholders’ Agreement and Ms. Anthony’s continuing employment with HCHB. The board found
the terms of the HCHB Agreement are no less favorable to HealthSouth than those that could be obtained in arm’s-length
dealings by a third party.
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