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DEFENDANTS’ MOTION TO STRIKE THE  
TESTIMONY AND EXPERT REPORT OF ROBERT JAMES CIMASI 

 
Defendants Addus Healthcare, Inc., W. Andrew Wright, Mark Heaney, Courtney 

E. Panzer, and James A. Wright (collectively “Addus”), by their undersigned attorneys, 

respectfully request that the Court strike the testimony of and expert report ( “Report”) submitted 

by Robert James Cimasi (“Cimasi”) in connection with the trial of this adversary action.  In 

support of this Motion, Addus states as follows: 

INTRODUCTION 

1. Cimasi utilizes three methodologies for valuing Addus: (1) the Discounted 

Cash Flow Method; (2) the Guideline Company Valuation Method; and the (3) Direct Market 

Comparable Transactions Method.  As more fully described below, Cimasi’s Report is replete 

with fatal flaws as to each of these methodologies.  These errors are frequently buried throughout 

the Report and in the related Schedules.  In addition, as a result of Cimasi’s unsupported and 

arbitrary assumptions and distinctions, the Report unfairly, improperly and arbitrarily distorts 

and grossly deflates the value of Addus.  Because the Report is rife with such defects, the 

conclusions reached in the Report are factually inaccurate and fail to aid this Court as the trier of 

fact.   

2. This Motion identifies flaws with respect to the following items in 

Cimasi’s Report:  (a) the Benchmarking Analysis; (b) the calculation of a control premium and 

discount for lack of marketability; (c) the Discounted Cash Flow Method; (d) the Company 

Guideline Valuation Method; (e) the Direct Comparable Market Transaction Method; and (f) 

other key considerations omitted by the Report. 

3. In addition, even if the Court determines not to strike all of Cimasi’s 

testimony or the Report, those portions of the Report and testimony regarding the valuation of 
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the payment made in connection with the option agreement should be stricken in light of the fact 

that Cimasi’s testimony reveals that Cimasi himself no longer stands behind his valuation and 

Chartwell has itself renounced Cimasi’s methodology. 

ARGUMENT 

I. CIMASI’S BENCHMARKING ANALYSIS, AS SET FORTH IN SCHEDULE 3, IS 
FATALLY FLAWED. 

4. Cimasi’s Benchmarking/Ratio Analysis (the “Benchmarking Analysis”), 

as set forth in Schedule 3 of the Report — which purports to compare Addus’ financial 

performance to that of 13 public companies and two industry surveys — is based on unsupported 

assumptions, unjustified distinctions and unsubstantiated conclusions.   

5. This Benchmarking Analysis has ramifications well beyond just Schedule 

3 of the Report and is indispensable to a number of Cimasi’s calculations and conclusions 

reached in his three valuation determinations.  Indeed, when peeling back the multiple layers of 

Cimasi’s dense and often abstruse report, it becomes clear that the Benchmarking Analysis lies at 

the very core of Cimasi’s Report and serves as the foundation for many of Cimasi’s misguided 

calculations.   

6. For example, Cimasi utilizes the Benchmarking Analysis for the 

following: 

• His calculation of the “Subject Entity Specific Risk Premium” in the 
Discounted Cash Flow Method.  (Report, § 5.12.5.1) (adding a three 
percent risk factor as a result of alleged operational performance risk 
based on the Benchmarking Analysis.) 

• His calculation of the industry averages in his 1/3 vs. 2/3 weighting in the 
Discounted Cash Flow Method  (Report, Schedules 6-9) (purportedly 
normalizing Addus’ financials by giving 67 percent weight of 
consideration to industry averages calculated in Schedule 3.) 

• His justification for use of low multiples in the Guideline Company 
Valuation Method.  (Report, Schedule 10, notes 2 and 3.) 
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7. Yet, the Benchmarking Analysis is fatally flawed for no less than five 

reasons.   

8. First, the Benchmarking Analysis relies exclusively on information 

regarding Addus and other publicly held companies that was not available as of January 8, 2002.  

For example, Addus’ 2001 audited financial statements, from which all of the information in 

Column R of Schedule 3 was derived, were not available as of January 8, 2002.  Indeed, the 

audited financials were not complete for another eleven months, until November 2002.  

Similarly, the audited financial statements for the public company comparables, from which the 

information in Columns A-N of Schedule 3 was derived, were not available as of January 8, 

2002.  In fact, a number of these public companies restated their 2001 financial statements long 

after the SPA was executed. 

9. Second, while Cimasi adjusted for non-recurring events with respect to the 

comparable public companies, he failed to do the same for Addus.  (Report, Schedule 3, note 9.)  

Cimasi failed to exclude any deductions caused by non-recurring events despite the fact that 

Chartwell’s own expert, R. Todd Nielson, determined that between $3.5 and $6 million of 

Addus’ adjustments in 2001 were non-recurring.  (Nielson Report, Schedules 16 and 17.) 

10. Had Cimasi excluded the admittedly non-recurring portion of Addus’ 

2001 adjustments in his Benchmarking Analysis, Addus would have compared considerably 

more favorably to the benchmark companies.1 

                                                 
1 Cimasi’s explanation for his failure to exclude non-recurring items in his Benchmarking Analysis – that 

he accounted for the non-recurring portion later in his report – falls flat.  First, the Benchmarking Analysis 
underpins so much of his analysis and provides the support for so many of his conclusions that it cannot possibly be 
balanced out by his so-called “normalization” process in Schedule 5.  Second, Cimasi’s “normalization” does not in 
any way take into account the fact that a significant percentage of the 2001 adjustments relate back to prior years.  
Indeed, if anything, Cimasi’s so-called “normalization” further exaggerates the impact of the non-recurring portion 
of the 2001 adjustments by giving 50 percent weighting to Addus’ financials in 2001 and only 30 percent to 2000 
and 20 percent to 1999.  (Report, Schedule 5.) 
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11. Third, the Benchmarking Analysis is rife with decisions to exclude certain 

data points that are, at best, arbitrary and, at worst, designed to bolster the industry averages at 

the expense of Addus.  The following are just some examples of how Cimasi’s exclusion of so-

called outliers resulted in an inaccurate and biased, if not worthless, analysis: 

• Cimasi did not exclude outliers when compiling industry averages in lines 
1-23 of Schedule 3, but did exclude outliers when calculating the so-called 
“industry average” ratios in lines 24-46.  Cimasi provides no explanation 
for why he chose to exclude outliers in one instance, but not the other.   

• According to note 8 in Schedule 3, in calculating the industry average 
ratios, Cimasi excluded ratios more than one standard deviation away 
from the mean.  Yet, later in his report, Cimasi sometimes excluded 
outliers two standard deviations away from the mean and sometimes did 
not exclude outliers at all.  (See, e.g., Schedule 10 (no exclusion of 
outliers) and Schedule 11 (exclusion of ratios two standard deviations 
away from the mean).)   

• In addition to excluding ratios more than one standard deviation away 
from the mean, Cimasi excluded all negative ratios in calculating the 
industry average for the working capital ratio (Schedule 3, line 40 and 
note 7.)  Cimasi’s decision to exclude the negative ratios comes without 
any explanation and appears designed solely to increase the industry 
average ratio for working capital. 

• Cimasi’s exclusion of outliers and negative ratios resulted in the 
elimination of almost all comparables with numbers lower than Addus’ 
numbers.  For example, the Benchmarking Analysis eliminated four of the 
six comparables with lower working capital ratios than Addus and 
eliminated every comparable lower than Addus with respect to the debt 
ratio and the interest-bearing debt ratio.  (Report, Schedule 3, lines 40, 45 
and 46.) 

• Cimasi’s decision to exclude outliers in the calculation of industry 
averages resulted in so-called benchmark companies being used primarily 
for those categories in which they exceeded Addus’ 2001 numbers.  For 
example, in Column C of Schedule 3, Cimasi excluded from his 
calculations American Homepatient’s current ratio, working capital ratio, 
total asset turnover, debt ratio, and interest-bearing debt/total 
capitalization ratio – all categories in which Addus significantly 
outperformed American Homepatient.  Cimasi, however, kept in his 
calculations American Homepatient’s operating margin and other ratios 
for which American Homepatient outperformed Addus.  Cimasi’s picking 
and choosing which ratio to use and which to exclude does not provide a 
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complete or accurate picture of the benchmark companies.  Indeed, it 
presents a picture of companies like American Homepatient outperforming 
Addus in almost all the categories when, in fact, Addus outperformed 
American Homepatient and the other benchmark companies in a number 
of categories.  Indeed, the reality for Addus and all the benchmark 
companies is that they perform better in some categories than others and, 
in fact, may perform well in a certain category despite, or even because, 
they perform less well in other categories.   

• Cimasi’s exclusion of outliers resulted in so few comparables that there is 
little if any meaning to the results.  For example, in lines 40 and 46 of 
Schedule 3, Cimasi eliminated seven comparables as outliers, leaving a 
sample of only six companies. 

12. Fourth, even assuming that the industry averages calculated by Cimasi are 

valid, these averages do not support the conclusions reached by Cimasi.  For example, Cimasi 

concluded that Addus was less efficient than its peers, even though Schedule 3 illustrates that:  

(1) Addus performed the same or better than the industry average in two of the four ratios under 

the category Operating Efficiency and Activity Ratios (Report, Schedule 3, lines 41 and 42); (2) 

Addus performed only slightly worse than average in one of the ratios (and performed 

considerably better than the companies in the Integra survey) (Id., line 43); and (3) Cimasi has 

admitted that the fourth ratio, depreciation and amortization/revenue, is too dependent on the 

facts and circumstances, and he “would probably not see it as a negative. . . .”  (Id., line 44; 

8/26/05 Tr. 173:5-8.)  In other words, the very efficiency ratios selected and calculated by 

Cimasi demonstrate that Addus was, at worst, an average company in terms of efficiency. 

13. Fifth, Cimasi concluded that Addus was less solvent than the benchmark 

companies even though, as evidenced by Schedule 3, Addus performed better than the industry 

average with respect to one of the two Liquidity/Solvency ratios.  (Report, Schedule 3, line 39.)  

The other ratio – working capital – is practically meaningless given the small sample size of even 

comparable companies and Cimasi’s unsupportable decision to exclude all companies with 

negative working capital.  (Id., Schedule 3, line 41 and note 7.)  Indeed, had Cimasi not excluded 
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the negative ratios and so-called outliers, the industry average ratio would be 2.93 percent – 

considerably below Addus’ working capital ratio of 4.07 percent.  In other words, the 

liquidity/solvency ratios indicate that, if anything, that Addus performed better than average. 

14. Therefore, not only is Cimasi’s Benchmarking Analysis full of 

unsupported assumptions and selective use of data points, even his flawed Benchmarking 

Analysis does not support Cimasi’s conclusions that Addus was not performing as well as its 

peers.  Because this flawed Benchmarking Analysis supports so much of Cimasi’s opinion, his 

entire Report and testimony should be stricken.   

II. CIMASI’S CALCULATIONS OF A CONTROL PREMIUM AND DISCOUNT 
FOR LACK OF MARKETABILITY ARE UNSUPPORTED AND UNFAIR. 

A. Cimasi’s Application of a Ten Percent Control Premium Lacks Any 
Empirical or Other Support.  

15. Cimasi’s decision to apply a ten percent control premium lacks any 

empirical or other support.  (Report, § 5.11.1.)  Not only has Cimasi manipulated the empirical 

data on which he purportedly relies, but even his manipulated data does not support the use of 

such a low control premium. 

16. First, while Cimasi purports to rely on two studies of empirical data, he 

manipulated the data in at least one of those studies and presented a lower mean and median 

control premium than such study actually reflects.   

17. In Table 5-1, Cimasi purports to present data compiled by Applied 

Financial Application, L.P. in a publication entitled “MERGERSTAT REVIEW.”  (Report, Table 5-1, 

note 1.)  Cimasi, however, did not provide all the data reported in the MERGERSTAT REVIEW.  

Instead, for both 1999 and 2001, Cimasi excluded the highest data points from the Mergerstat 

data.  (See, Ex. 218, MERGERSTAT REVIEW 2002, at 166 (Cimasi excluded Med’s acquisition of 

TLC) and Ex. 232, MERGERSTAT REVIEW 2000, at 188 (Cimasi excluded Kohlberg Kravis 
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Roberts & Co.’s acquisition of Apollo Management LP.))  Notably, he did not exclude the lower 

data points and did not even disclose his selective exclusions in his Report.2  Had Cimasi not 

excluded the transactions with the higher control premiums, his Table 5-1 would differ as 

follows: 

 Table 5-1 (as set forth in Report)   Table 5-1 (Without Exclusions) 
 Control Premium   Control Premium 
Year Mean Base  Year Mean Base 
1994 46.5% 14  1994 46.5% 14 
1995 32.2% 11  1995 32.2% 11 
1996 31.2% 19  1996 31.2% 19 
1997 26.5% 24  1997 26.5% 24 
1998 39.8% 16  1998 39.8% 16 
1999 34.2% 9  1999 52.8% 10 
2000 49.5% 5  2000 49.5% 5 
2001 19.0% 4  2001 52.3% 5 
Mean 34.9%   Mean 41.4%  
Median 33.2%   Median 43.2%  
Weighted Mean 34.3%   Weighted Mean 47.5%  

 
18. In addition to the Mergerstat Review studies, Cimasi asserts that he relied 

on the “Control Premium Study.”  This study resulted in a mean control premium of 34.6 

percent, a median of 29.9 percent and weighted mean of 31.1 percent.  (Report, Table 5-2.)   

19. Despite the fact that the only empirical studies on which Cimasi relied 

resulted in mean control premiums of 41.4 percent (or, using Cimasi’s manipulated data, 34.9 

percent) and 34.6 percent, Cimasi chose to apply a control premium of only ten percent. 

20. Cimasi provides no support whatsoever for his use of such a low premium 

other than a vague assertion that he was trying to avoid “double dipping.”  (8/29/05 Tr. 188:5-

19.)  At best, Cimasi’s use of this extremely low number is arbitrary.  At worst, Cimasi’s 

decision is indicative of an attempt to back into an unreasonably low valuation calculation. 

                                                 
2 Indeed, Cimasi still refused to admit that he had monkeyed with the data in his deposition and, instead, 

tried to deny that he relied on the very report he cited in his Report.  (Dep. Tr. at 165-66.) 
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B. Cimasi’s Application of a 30 Percent Discount for Lack of Marketability is 
Also Without Any Empirical or Other Support. 

21. Just as Cimasi’s control premium is too low, his discount for lack of 

marketability is too high.  (Report, § 5.11.2.)  Cimasi’s application of a 30 percent discount for 

lack of marketability is improper for at least three reasons. 

22. First, Cimasi utilized empirical studies as the “starting point” for his 

calculation of a lack of marketability discount.  (Report, § 5.11.2.4.)  Yet, the very treatise on 

which he relies makes clear that such studies have no applicability to discounts for lack of 

marketability in the context of control transactions.  See SHANNON PRATT, BUSINESS VALUATION 

DISCOUNTS AND PREMIUMS 166-67 (2001).   

23. Mr. Pratt takes the position that such empirical studies, while they may 

apply in calculating lack of marketability discounts in connection with acquisition of minority 

interests, have no application in connection with the acquisition of controlling interests.  Id. 

24. In support of his position, Mr. Pratt cites the following statements of Chris 

Mercer (whom Cimasi also frequently cites):   

The marketability discount applicable to minority interests is 
clearly different than any “illiquidity discount” or “marketability 
discount” applicable to controlling interests. 

By obvious inference, market evidence applicable to minority 
interests, which comes from publicly traded minority interests, 
would not be relevant in assessing the magnitude of any 
“illiquidity discount” or “marketability discount” applicable to 
controlling interest transactions, which occur in a different market 
entirely than the public securities markets. 

Id.  (quoting Z. CHRISTOPHER MERCER, QUANTIFYING MARKETABILITY DISCOUNTS: DEVELOPING 

AND SUPPORTING MARKETABILITY DISCOUNTS IN THE APPRAISAL OF CLOSELY HELD BUSINESS 

INTERESTS 344 (1997)). 
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25. Mr. Pratt takes Mr. Mercer’s comment one step further and states that, to 

rely on empirical studies, constitutes a “common error” and an “unacceptable leap of faith.”  Id. 

at 318. 

26. Second, while relying heavily on the work of Shannon Pratt to support 

much of his report, Cimasi conveniently ignores Mr. Pratt’s statement that discounts for lack of 

marketability in connection with acquisitions of controlling interests are typically “much 

smaller” than those for minority interests.  Id. at 167. 

27. Despite Mr. Pratt’s statement regarding the lower discounts in control 

transactions and despite the fact that Mr. Pratt and others whom Cimasi deems to be experts in 

the valuation field argue that the empirical studies are inapplicable, Cimasi uses the empirical 

studies as his “starting point” and chose to apply a lack of marketability discount of 30 percent – 

a figure that is even higher than the means reported by two of the studies on which he relies.  

(Report, Table 5-3 (reporting an average discount of 27.87 percent) and Table 5-6 (reporting a 

mean discount of 15.93 percent).) 

28. Third, Cimasi attempts to justify his use of such a high discount by 

arguing that he considered “other factors” such as Addus’ financial performance.  (Report, § 

5.11.2.4.)  Again, however, Cimasi is himself “double dipping.”  Cimasi repeatedly takes into 

account Addus’ financial condition elsewhere in analysis and it should thus not factor into the 

lack of marketability discount.  (See, e.g., Report, § 5.12.5.33 (increasing Addus’ risk factor by 

200 basis points due to Addus’ financial condition).) 

                                                 
3 This section appears not to be numbered properly and likely should be numbered § 5.12.5.4. 
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III. CIMASI’S ANALYSIS UNDER THE DISCOUNTED CASH FLOW METHOD IS 
FLAWED. 

29. Cimasi’s use of the Discounted Cash Flow Method to calculate Addus’ 

value is defective because, as mentioned above, it relies heavily on his flawed benchmarking 

analysis and unsupportable calculation of discounts and premiums.  Cimasi’s use of the 

discounted cash flow method is also defective for at least three additional reasons.   

30. First, Cimasi engages in considerable double dipping in his calculation of 

the “specific risk factor” in determining cost of equity.  While his “specific risk factor” appears 

to consist of five distinct components, there is significant overlap within these components.  For 

example, Addus’ operational performance not only factors into the “Operational Performance 

Risk” (§ 5.12.5.1), but also factors into “Depth of Management” (§ 5.12.5.2), “Financial 

Condition” (§ 5. 12.5.3) and “Reimbursement Risk” (§ 5.12.5.5). 

31. Second, Cimasi arbitrarily adds 1200 basis points when determining the 

weighted average cost of capital because Wright personally guaranteed Addus’ debt.  (Cimasi 

Report, § 5.13.)  There is no reason to think a hypothetical purchaser would pay an additional 

twelve percentage points in interest simply because of a personal guarantee.4  Moreover, 

according to Section 1.4.1 of the Report, Fair Market Value assumes a hypothetical purchaser 

will pay cash for a company (i.e., would not have to assume or replace any of Addus’ debt). 

32. Third, Cimasi’s calculation of projected net cash flow in Schedule 8 is not 

based in reality.  (Report, Schedule 8.)  Cimasi’s projections are based on his assumption that a 

hypothetical purchase would not continue performing as Addus had, but would instead achieve a 

                                                 
4 Cimasi even admits that a hypothetical purchaser would likely not have to pay an additional twelve 

percentage points in interest, but argues that his addition was justified because a purchaser should not pay for what it 
“brings to the table.”  (8/29/05 Tr. at 139:22 – 140:3; 153:3-8.)  Cimasi, however, fails to explain how this translates 
into adding 1200 basis points the cost of equity.   
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weighted performance based on one-third of Addus’ 2001 performance and two-thirds of the 

industry average.  He, therefore, applies a one-third/two-third weighting to each post-acquisition 

year in Schedule 8.   

33. Yet, assuming a hypothetical purchaser can in fact move Addus to the 

“industry average,” such purchaser would do it gradually, not all at once.  Therefore, the 

numbers for the column designated PAY 5 should be higher than the numbers for column 

designated PAY 1.  (Report, Schedule 8.)  Higher PAY 5 numbers would result in a higher 

residual cash flow number (which accounts for 72 percent of the indicated value calculated in 

Schedule 8).  In other words, had Cimasi based his assumption on a more realistic model, his 

ultimate value calculation under the Discounted Cash Flow Method would have been 

considerably higher. 

34. Because Cimasi’s use of the Discounted Cash Flow Method is based on so 

many flawed and unsupported assumptions, this Court should strike all portions of Cimasi’s 

report and testimony related to his valuation under this method. 

III. CIMASI’S ANALYSIS UNDER THE GUIDELINE COMPANY VALUATION 
METHOD, AS SET FORTH IN SCHEDULE 10, IS FLAWED. 

35. Like his use of the Discounted Cash Flow Method, Cimasi’s analysis 

under the Guideline Company Valuation Method relies heavily on Cimasi’s flawed 

Benchmarking Analysis and incorporates the unsupportable control premium and lack of 

marketability discount.  The Guideline Company Valuation Method, as used by Cimasi, is 

defective for an additional reason – Cimasi’s failure to support his use of extremely low 

multiples. 

36. As discussed above, Cimasi’s Benchmarking Analysis does not support 

his conclusion that Addus was a “below average” company.  To the contrary, his benchmarking 
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analysis establishes that Addus performs as well or better than its peers in most categories that 

Cimasi himself deemed relevant.  Therefore, Cimasi’s selection of such low multiples is 

unjustified.  

37. Moreover, even assuming that Addus compared less favorably than its 

peers, Cimasi himself is inconsistent with his multiple selection.   

38. In Schedule 10, Cimasi uses two multiples to come up with a value 

determination:  MVIC/Revenue and MVIC/EBITDA.5  Both multiples are based on Addus’ 

operating margin as compared to benchmark companies.  (Report, Schedule 13, notes 2 and 3.)  

39. Despite relying on the exact same calculations to support his selection of 

the MVIC/Revenue and MVIC/EBITDA multiples, Cimasi chose to base these multiples on 

different percentiles.  With respect to the MVIC/Revenue multiple, Cimasi chose to use a 

multiple equal to the lowest ratio of the guideline companies.  (Report, Schedule 13, note 2.)  

With respect to the MVIC/EBITDA multiple, Cimasi did not choose the lowest ratio and instead 

chose the 14.20 percentile of the ratios of the guideline companies.  (Id., Schedule 13, note 3.)  

Cimasi provides no explanation for this seemingly arbitrary distinction. 

40. Because Cimasi’s use of the Guideline Company Valuation Method is 

based on flawed and unsupportable assumptions, this Court should strike all portions of Cimasi’s 

Report and testimony related to his valuation under this method. 

IV. CIMASI’S DIRECT MARKET COMPARABLE TRANSACTION METHOD, AS 
SET FORTH IN SCHEDULE 11, IS DEFECTIVE. 

41. Like Cimasi’s analysis under the Guideline Company Valuation Method 

and Discounted Cash Flow Method, Cimasi’s analysis under the Direct Market Comparable 

                                                 
5 MVIC refers to the market value of invested capital.  (Report, § 5.15.) 
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Transaction Method is equally defective.  (Report, § 5.16.)  Not only does his analysis rely in 

part on the flawed benchmarking analysis, but it is further plagued by at least three other 

problems. 

42. First, Cimasi’s selection of comparable transactions is undeniably and 

deeply flawed.  Cimasi relies on so-called “comparables” that are not even remotely analogous to 

Addus.  As set forth in Schedule 11, Column F, the revenues of the purported comparable 

companies range from $700,000 to $87 million – compared to Addus with $234 million in 

revenues in 2001.  (Report, Schedule 11, Column F.)   

43. The purchase price for these “comparables” ranges from $180,000 to $120 

million.  Yet, Cimasi excluded the $120 million transaction as an “outlier,” leaving the next 

highest purchase price at only $57.5 million.  (Report, Schedule 11, Column G and Note 1.) 

44. Cimasi appears to take the position that these “comparables” were the best 

he could do.  Addus’ expert, however, performed a transaction analysis which included 

transactions much more comparable to Addus.  (Peltz Report, Schedule C-2.) 

45. Moreover, Cimasi intentionally excluded two transactions of similar size 

and similar in time – Med’s acquisitions of TLC and Chartwell.  Cimasi fails to provide an 

adequate explanation for his exclusion of these comparable transactions. 

46. Second, not only are the “comparable” transactions not truly comparable, 

but Cimasi’s statistical analysis of the “comparable” transactions is seriously flawed.  When 

calculating the median in connection with the Guideline Company Valuation Method, Cimasi did 

not exclude any outliers.  In contrast, when calculating the median in connection with the Direct 

Market Comparable Transaction Method, Cimasi chose to exclude as an outlier the only 

transaction even arguably similar to the Addus transaction.  (Report, Schedule 11, note 1.)   
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47. There is no justification for excluding outliers when calculating a median 

– the purpose of which is to minimize the impact of outliers.  If Cimasi had not done so, the 

Median Price/Revenue Ratio would be .35 (not .23), resulting in a fair market value of 

$45,407,586 (not $20,830,171).  (Report, Schedule 11, lines 13 and 25.) 

48. Third, Cimasi’s calculation of a ten percent “lack of marketability 

discount” (as a proxy for transaction costs) in connection with the Direct Market Comparable 

Transaction Method has no support.  (Report, § 5.16.1; Schedule 11, Line 24 and note 7.)  

Because the purchase prices for the “comparable” transactions do not exclude transaction costs, 

Cimasi should not subtract transaction costs to determine the value of the Addus transaction.  To 

do so is to compare apples and oranges. 

49. Moreover, even if it were proper to subtract some number for transaction 

costs, there is no support in the literature or case law supporting Cimasi’s application of ten 

percent discount. This number is at best arbitrary and at worst designed to further and 

unnecessarily reduce the value of Addus. 

50. Therefore, those portions of the Report and testimony addressing the 

Direct Market Comparable Transaction Method should be stricken. 

V. CIMASI IMPROPERLY CONCLUDES THAT NO SYNERGY VALUE COULD 
HAVE BEEN OBTAINED BETWEEN MED AND ADDUS. 

51. Cimasi concludes that no synergy value could have been achieved 

between Med Diversified and Addus and therefore argues that there is no reason to add a 

synergistic acquisition premium to the fair market value of Addus. 
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52. Cimasi’s conclusion that no synergistic acquisition premium could be 

achieved between Med and Addus is based solely on Med’s alleged track record of failed 

acquisitions.6  (Report, § 6.4.)  Cimasi’s conclusion, however, is flawed for at least four reasons. 

53. First, Med had not established a “track record” of failing to achieve 

synergies in the home health care business.  The bulk of Med’s acquisition activity cited by 

Cimasi involved acquisitions and/or partnerships with technology companies and financing 

arrangements.   (Report, § 6.4.)  Med’s only acquisitions of home health care companies (or any 

other non-technology company) were its acquisitions of TLC and Chartwell.  These two 

acquisitions hardly establish a “track record.” 

54. Second, the results of the TLC and Chartwell acquisitions were not known 

or knowable as of January 8, 2002.  Indeed, the TLC acquisition closed fewer than two months 

before the Stock Purchase Agreement was signed. 

55. Third, the TLC acquisition should not be compared to Addus.  The TLC 

acquisition involved a “non-control agreement” that hampered Med’s abilities to achieve 

synergies.  (Ex. 151, Brown & Brown Report, p. 1855.) In addition, TLC allegedly did not 

disclose a $50 million debt to the federal government prior to the acquisition.  (Id.)   

56. Fourth, while Cimasi states that Chartwell acquisition was “yet another 

example of a MED acquisition that resulted in significant challenges, while no financial or 

                                                 
6 Cimasi appears to have offered an additional opinion at trial – that Med could not have achieved the 

hoped-for synergies because it was insolvent at the time of the Stock Purchase Agreement.  (8/30/05 Tr. at 205:6-
19.)  This argument is unsupported factually and legally.  First, insolvent companies regularly acquire companies 
and often those acquisitions result in synergies.  Indeed, TLC completed an acquisition while in bankruptcy 
proceedings.  Certainly this acquisition would not have been proposed or approved had there not been a 
determination that TLC would benefit from this acquisition.  Second, if insolvent companies are, by definition, 
unable to achieve synergies, than a determination of reasonably equivalent value would never involve a 
determination of whether or not synergies were available to the transferee. 
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economic synergies became apparent,” the evidence and Plaintiffs’ own expert, Carl Jenkins, 

suggest the opposite.  (Report, § 6.4.) 

57. Contrary to Cimasi’s statements, the Chartwell acquisition resulted in 

considerable positive net income to Med.  (Ex. 237, Med’s Form 10-K for the year ended March 

31, 2002, at 40.)  Indeed, the Brown & Brown report does not characterize the Chartwell 

acquisition as negatively impacting Med and, to the contrary, expressly distinguishes the 

Chartwell acquisition from other acquisitions.  (Ex. 151, Brown & Brown Report, p. 1853 

(“Other than Chartwell, Med’s revenue producing companies never generated significant usable 

cash flow”) and p. 1857 (“With few exceptions, such as Chartwell, the transactions generally had 

a negative impact upon cash flow”).) 

58. In other words, the sole basis for Cimasi’s decision not to include a 

synergistic acquisition premium – Med’s so-called “track record” – is unsupported by the 

evidence and is even contradicted by Chartwell’s insolvency expert. 

VI. CIMASI FAILS TO CONSIDER NON-SYNERGISTIC COMPONENTS OF THE 
“INVESTMENT VALUE” OR REASONABLY EQUIVALENT VALUE OF THE 
ADDUS ACQUISITION. 

59. Even assuming that Med could not have achieved the hoped-for synergies 

had it acquired Addus, Cimasi fails to evaluate non-synergistic components of the “Investment 

Value” of Addus. 

60. In his Report, Cimasi states that the Investment Value usually includes a 

synergistic premium.  (Report, § 1.4.2.)  Investment Value, however, is not limited to synergies 

and varies from Fair Market Value based on other non-synergistic factors. 

61. For example, unlike Investment Value, Fair Market Value assumes that 

the “hypothetical purchaser” will pay cash.  (Report, § 1.4.1.)  Here, cash was only a small 

component of the agreement to purchase Addus, which consisted primarily of notes and stock.  
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While Cimasi admits that this fact should increase the price, he makes no upward adjustment to 

the Investment Value of Addus. 

62. In addition, Fair Market Value assumes that the hypothetical purchaser has 

no specific motivations and represents a mix of horizontal consolidators and vertical integrators.  

(Report, § 1.4.1.)  Yet, Cimasi makes no adjustment whatsoever to the Investment Value of 

Addus to reflect Med’s motivations (including motivations unrelated to any hoped-for synergies) 

or the fact that Med is not a mix of horizontal consolidators and vertical integrators, but is a 

specific purchaser. 

63. In other words, Cimasi’s decision to end his analysis of reasonably 

equivalent value with his conclusion that synergies could not be achieved was both premature 

and unsupported by his own definition of fair market value. 

VII. AT A MINIMUM, THOSE PORTIONS OF CIMASI’S REPORT AND 
TESTIMONY ADDRESSING VALUATION OF THE OPTION AGREEMENT 
SHOULD BE STRICKEN. 

64. Even if the Court determines not to strike all of Cimasi’s testimony or 

Report, those portions of Cimasi’s Report and testimony regarding the valuation of the payment 

made in connection with the option agreement should be stricken. 

65. Cimasi’s testimony reveals that he no longer stands behind his valuation.  

(8/29/05 Tr. 314:12- 315:3.)  Indeed, Chartwell has itself renounced Cimasi’s methodology.7 

                                                 
7 The transcript for the date on which oral argument was presented by Chartwell concerning the Black 

Scholes methodology was not available as of the date of this Motion. 
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CONCLUSION 

66. Cimasi’s Report is replete with fatal flaws.  Buried throughout the Report 

and the related Schedules are numerous unsupported and arbitrary assumptions and distinctions 

as well as faulty analyses and conclusions.  The end result is an unfair and grossly deflated 

valuation of Addus that is of no assistance to this Court.   

WHEREFORE, for the foregoing reasons, Addus respectfully requests that the 

Court strike Cimasi’s Report and testimony. 
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