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VALUATION

We are initiating coverage of Tri-Isthmus Group Inc. with a Buy rating and nearterm price range
of $0.56 to $0.71 per diluted share, implying a return between 10% and 38% above current price
levels. The stock has been quite volatile, ranging from $0.83 in June end to $0.31 in mid August.
We understand the stock will continue to be volatile due
to sparse trading volumes affecting the price levels, and

hence have broadened our price range fo fit the opti- 350 309 166
mum. We also believe in the potential of the company 5,4 :
to grow quickly through acquisitions, but have included
a considerable discount for illiquidity to our FY 2008 £ 242,483
estimates. ]
ol 180,285
The company has just begun its operations and most of ]
its numbers are in the red owing to the expenses from 150~
integration and upgrading of facilities. While we expect
TIGroup fo break even in the coming year, we believe 10G
earnings do not reflect the true picture at the present mo-
ment. The price currently is a reflection of the ability of 29
the company to grow its revenues. Hence we are using . .
the price to sales multiple to project a future price. 0 2011E 2012E 2013E

A $0.78 to $0.84 share price range implies a multiple of 1.9x to 2.4x our estimated 2008 sales per
share of $0.29. These multiples are between the lower to average range of the peer groups. Despite
TIGroup's growth rate at a significant premium to the peer group, we are assuming the lower end
of peer group P/S multiple ranges primarily owing to the extremely low trading volume and much
smaller business size.

Over the next year as TIGroup scales its business and gains economies of scale with each new ac-
quisition, bottom lines are expected to grow stronger. We believe the shares should trade at a par to
premium to the peer group. We have used the average to middle of the upper end of P/S multiple for
2009, in the range $1.19 to $1.59 per share, keeping in mind the listing probability of the company
on any national stock exchange (NYSE/AMEX). Once the company begins trading on a national
exchanges, we believe the stock price will move more fluidly, owing to better visibility and volumes.

We recommend the stock as a Buy in spite of the illiquidity factor because once the market under-
stands the underlying economics of the company’s business model, the opportunity to buy low may
well be lost. While the pending listing will provide a positive catalyst for price escalation, the real
push will come from its accelerating revenue line.

Also, on the current P/S level, the stock trades at the upper limits of the peer group. With strategic
partners in place and a sound festing of the new business model with three acquisitions, the company
is prepared and poised to spread its wings for flight. We believe revenues will escalate immensely
over the coming quarters, and as TIGroup finds economies from scale and efficiencies with its strate-
gic partners, a robust bottom line will be rewarding to the owners of this healthy business.
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P/E to Growth Analysis for Publicly Traded General Hospital and Surgery Companies ($ 000s)

Price as Multiple of:
Stock 5YearEst.  FY08 FY 09
LH””a _gwnua Change EPS2008 EPS2009  Price  TIMEPS “ﬁw mﬁmo BS P PE
Company (Ticker) 9/5/08 Growth  Growth  Growth
Community Health Sysytems ((YH) 4365576  7,12749% 3% 23 29 3451 108.5x 15.1x 12.1x 14% 1.08x 0.86x
Lifepoint Hospitals Inc. (LPNT) 2439700 2,630,100 8% 26 27 33.95 14.5¢ 13.1x 124 10% 129 1.2
Health Management Associates (HMA) 4,056,599 4,392,086 8% 04 05 576 7.5 13.1x 11.3x 10% 1.27x 1.10x
SunLink Health Systems (SSY) 135,576 143,645 6% NA NA 275 10.3x NA NA 21% NA NA
Amsurg Corp. (AMSG) 464,592 531,085 14% 16 1.7 26.86 18.6x 17.3x 15.7x 13% 13k 119
High 63% 108.5¢ 17.3x 15.7x 21% 13% 1.2
Average 20% 31.9x 14.x 129 14% 1.24x 1.0
Low 6% 1.5¢ 13.1x 1.3 10% 1.08x 0.86x
Tri-Isthmus Group Inc. (TISG) 245 8750  257% 0.75 - 12.5x 5.8% 76% 0.16x 0.08x
% Premium (Discount) to Avg 1189% -15% -55% 454% -87% -93%
(alender vear
) 2008 Range 2009 Range
Applying Avg PEG 13.0x T R 1Y R
P/EMultiple 078 W04 B $1%
Share Price 40% 0% 0%  160.0%




Valuation Analysis of Public General Hospital and Surgery Industry - September 5, 2008 Data

Valuation Statistics
Valuation Multiples Market Cap Price/EPS Price Enterprise Enterprise Value/TTM
(Dollars in millions ex stock price) Stock Price MN$ ™ Forward Sales Value Revenues EBITDA
RURAL & ASC's
Community Health Systems Inc. (CYH) $34.51 3,310 108.52 121 0.33 $11,990 1.18 10.08
Lifepoint Hospitals Inc. (LPNT) $33.95 1,810 14.45 12.39 0.67 $3,320 1.23 7.43
Health Management Associates Inc. (HMA) $5.76 1,410 7.45 11.29 0.31 $4,550 1.02 7.01
SunLink Health Systems (SSY) §2.75 22 10.34 0.14 $39 0.25 3.4
AmSurg Corp. (AMSG) $26.86 850 18.61 15.71 1.47 $1,030 1.78 4.57
High $34.51 3,310 108.52 15.71 147 $11,990 1.78 10.08
Mean $20.77 1,480 31.87 12.88 0.58 $4,186 1.09 6.51
Low §2.75 22 7.45 11.29 0.14 $39 0.25 3.44
URBAN/RURAL
Universal Health Services Inc. (UHS) $62.36 3,170 17.65 14.7 0.64 4,200 0.85 117
Tenet Healthcare Corp. (THC) $6.31 3,010 NA 52.58 0.33 7,470 0.82 10.05
MedCath Corp. (MDTH) $21.26 416 20.66 16.11 0.63 448 0.67 4.94
Rehabcare Group Inc. (RHB) $19.01 343 18.62 15.58 0.47 393 0.55 8.00
Dynacq Healthcare Inc. (DY) $4.85 76 5.56 NA 1.29 47 0.78 2.73
Integrated Healthcare Holdings (IHCH.0B) $0.12 19 NA NA 0.05 113 0.30 13.22
High $62.36 3,170 20.66 52.58 1.29 $7,470 0.85 13.22
Mean $18.99 1,172 15.62 24.75 0.57 $2,112 0.66 7.69
Low $0.12 19 5.56 14.71 0.05 $47 0.30 2.73
TOTAL INDUSTRY AVERAGE
Tri-Isthmus Group Inc (TISG.0B) $0.75 7 NA NA 1.91 NA NA NA
High $62.36 3,310 108.52 52.58 1.47 $11,990 1.78 13.22
Mean $19.79 1,312 24.65 18.81 0.58 $3,054 0.86 7.15
Low $0.12 19 5.56 11.29 0.05 $39 0.25 2.73




Tri Isthmus Group Inc (0TCBB: TISG)

e . Transition 8 months Transition 8 months
Historical annd Projected
. Apr Jul Sep Dec Mar Jun Mar Jun Sep Jan Jan
(in Thousands of USD)
QA QA 04A Q1A QA A E m o_ E QE QE 04E 2006A | 2007A 2007 > 2008 m 2009 m 2010 m
Net Revenue 880 868 704 4744 6512 8,403 8,750 M3 139%6 17502 22491 0 700 245 28,409 65,052 120,996
SGSA Expense 1,01 1287 15%2 4826 @ 6833 9,516 9,188 11,000 | 13,040 16190 | 20,242 2,002 2225 3,890 30,363 60,472 105,872
Stock Compensation 54 3 n 18 62 56 65 5 50 65 m 147 198 250 201 25 375
Depreciation & Amortization 7 29 20 65 94 180 167 m 283 257 302 0 29 76 506 1,065 2,180
Non-recurring Items 0 0 28 0 0 0 0 0 0 0 0 26 1 228 0 0 0
Operating Income/Loss (EBIT) (272) (571) '+ (1,149) (165) @m (1,349 (670) (137) 574 991 1,835 @175 (1,751)  (1,992) (2,661) 3,263 12,570
Interest Income 0 1 1 3 52 187 150 95 15 125 100 5 3 2 412 395
Interest Expense 0 0 0 (193) (315) (201) (289) (302) (394) (557) (666) 0 0 0 (998) (1,918) (2,940)
Minority Interest 7 77 ) (80) (90) 2140 90 202 (67) (149) (468) 0 168 93 160 (482) (1,075)
Net Income (245) (493) | (1,159) (415) (830) | (1,123) (718) (141) 188 410 801 21700 | (1,580) | (1,897) (3,086) 1,257 8,555
Preferred Dividends 0 0 0 0| (1521) | (147) (13) 0 0 0 0 0 0 0 (3,391) 0 0
Income Available to Com. Shareholders (245) (493) ' (1,159) @s) | (2351) @ (@270 | (1,441) (141) 188 10 801 (21700 (1,580 | (1,897) (6,477) 1,257 8,555
Reported Basic EPS (0.07) (013 (031) (0.08 = (0.29 (0.25) (0.16) (0.02) 0.02 0.04 0.09 (0.91) (0.43) | (0.50) (0.81) 0.14 0.87
Basic Weighted Average Shares 3133 37718 3793 549 @ 8229 9,021 9,066 9,112 9,294 9313 9,359 2375 3,614 | 3,765 7,953 9,269 9,825
Non-recurring Expenses 0 0 28 0 0 0 0 0 0 0 0 26 1 28 0 0 0
Net Income, excluding extra items (245) (493) (931) (415) | (2351)  (2.270) | (1,441) (141) 188 410 801 (2,144)  (1,579) | (1,669) (6,477) 1,257 8,555
Basic EPS (Proforma) (0.07) 013) | (0.25) (0.08) | (0.29) (0.25) (0.16) (0.02) 0.02 0.04 0.09 (0.90) (043) | (0.44) (0.81) 0.14 087
Diluted Weighted Average Shares 313 3778 3793 549 @ 8229 9,021 9,021 9,112 9,294 9313 9,359 2375 3674 | 3,765 7,953 9,269 9,825
Stock Compensation 54 )X} B 18 62 56 65 25 50 65 112 147 198 250 201 25 375
Depreciation & Amortization 7 29 20 65 94 180 167 m 283 257 302 0 29 76 506 1,065 2,180
Interest Income 0 1 1 3 52 187 150 95 75 125 100 5 3 2 412 395 0
EBITDA (191) (418) (827) (59) (269) (926) (288) 206 982 148 2349 (1997) | (1,5200 @ (1,436) (1,542) 4974 15,125
Sequential Growth
Revenue NM -1.4% M NM 373% | 29.0% 41% 27.0% B55% - 255% | 28.5% NA 1058.6% | 129.0% 86.0%
SGSA Expense NM - 20.2% NM NM  416% @ 39.3% -3.5% 19.7% 185%  242% | 25.0% 11.1% 680.5% 99.2% 75.1%
Operating Income/Loss (EBIT) NM | 109.9% NM NM NM NM NM NM M NM NM -19.5% NM NM 285.3%
Net Income, excluding extra items NM - 101.2% NM NM NM NM NM NM NM NM NM -26.4% NM NM 580.4%
Basic EPS (Proforma) NM | 98.3% NM M NM NM NM NM NM NM M -52.4% NM NM 541.9%
EBITDA NM - 118.8% NM NM NM NM NM M M NM NM -3.9% NM NM 204.0%
% of Revenue
SGSA Expense 122% 148%  218% 102%  105% 113% 105% 99% 94% 93% 90% NMF 7% - 159% 107% 93% 88%
Operating Income/Loss (EBIT) NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF 5% 10.4%
Net Income NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF 2% 7%
Revenue per Share 3.57 7.02 1231
EBITDA per Share (0.19) 0.54 1.54

0.15
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RISKS, RATINGS AND ANALYST CERTIFICATION

Risks: There are many risks associated with investing in micro-cap stocks. Following are comments
regarding some of the risks inherent in an investment in TISG:

Bad Debts

Inability to acquire favorably

Competition from larger and better capitalized companies.

Adverse regulatory developments including reduced reimbursement rates.

Distribution of Ratings and Recommendation History:

About Our Ratings:

Our ratings are divided into three classifications: Buy, Neutral and Sell. Our buy rating is divided
info to sub-classifications to reflect the degree of undervaluation reflected in the current stock
price. These sub-classifications include Accumulate and Strong Buy. Analysts may also elect to
withhold or suspend a rating on a company or publish informational reports on a company with-
out ratings, price targets or price ranges.

Strong Buy — The current price of the company represents a substantial discount from the market.
The company has strong fundamentals, an attractive valuation and should significantly outper-
form the Russell Micro Cap Index over the next 12 months.

Buy - The current price reflects a discount from the market over the next 12 months. The company
has positive long-term prospects and should outperform the Russell Micro Cap Index over the next
12 months.

Neutral — The current price reflects a fair valuation relative to the company’s peers and the
broader market. The company’s performance should be in-line with the Russell Micro Cap Index
over the next 12 months.

Sell — The current price may represent overvaluation of the company’s shares and an investment
should produce below market returns. The company’s fundamentals may be deteriorating and it
should underperform the Russell Micro Cap Index over the next 12 months.

Distribution of Ratings: Recommendation History:

# % Date Rating Price Target ‘08 Diluted EPS
Strong Buy 1 33 Dec. 12,2008  Buy $1.59 $0.56 - $0.71
Buy 2 66
Neutral 00
Sell 00

DISCLOSURES:

Analyst Certification:

|, Puja Jain, hereby certify that all views expressed in this report accurately reflect my personal
views about the company, and that no part of my compensation was or will be related to the
views expressed in this report.
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DISCLAIMER

AM I Research is a division of Hawk Associates, Inc, an investor relations firm at 227 Atlantic Blvd, Key
Largo, FL 33037.

The information in this report is infended solely to provide investors and interested parties with a fun-
damental understanding of the company covered herein including the company’s technology, business
model, financial condition and business prospects. The information contained in this report was ob-
tained and collected to a large degree with the assistance of the subject company, which paid $30,000
for the writing and production of this report. Hawk Associates provides limited investor relations services
to TISG for a cash retainer of $8,900 per month. Hawk Associates also holds warrants on 100,000
shares of TISG common stock priced at $0.40 as additional compensation for its IR services. The infor-
mation in this report is believed to be accurate and reliable.

AMI Research has made the strongest effort to provide factual information that will lead to a greater
understanding of the company but neither AMI Research, Hawk Associates nor the company covered
can guarantee the fotal accuracy of the information in this report. Neither AMI Research, Hawk Associ-
ates nor the company covered here assume any responsibility for the total accuracy of the information
in this report.

Hawk Associates has not independently verified the company's representations, much of which is based
on client filings with the Securities & Exchange Commission as well as with discussions with members of
the company’s management team and employees. Any opinions expressed are statements of judgment
as of the date of publication. We urge readers to carefully verify all representations within the report in-
dependently. Investing in microcap securities is highly speculative and carries an extremely high degree
of risk. It is possible that an investor’s investment may be lost or impaired due to the speculative nature
of the company profiled. Readers should not rely solely on the information contained in this report, but
should read all documents the company has filed with the Securities and Exchange Commission and
should consult with their own independent tax, business and financial advisors with respect to any in-
vestment opportunity, including any contemplated investment in the company herein represented.

The receipt of this publication shall not create, under any circumstances, any implication that there has
been no change in the affairs of the company covered since the date of publication.

The investment opinion of the writer and AMI Research as fo the suitability of the company’s stock as
an investment vehicle is only an opinion and does not constitute an offer to buy or sell any securities.
No information provided by AMI Research or Hawk Associates ever represents an offer to buy or sell
any security. Neither AMI Research nor Hawk Associates is a registered investment advisor or a broker
dealer.

It is a strict internal Hawk policy that no Hawk employee or affiliate will trade in the stocks of our clients
other than the exercise of expiring options or the possible long-term exercise of warrants, options or in
some cases 144 stock held beyond the expiration of the 144 legend. At no time will any Hawk em-
ployee or affiliate undertake any activity that could be regarded in any fashion as improper or illegal.

Hawk Associates operates within the guidelines of Standards of Practice for Investor Relations set by the
National Investor Relations Institute (NIRI).
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