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First Choice Healthcare Solutions, Inc. Rating: Speculative Buy  
 Howard Halpern 
FCHS $1.29 — (OTC) June 26, 2018 
 2015 A  2016 A 2017 A 2018 E 2019 E 
Total Revenue (in millions) $19.5 $29.5 $28.7 $38.2 $49.3 
Earnings (loss) per share ($0.17) $0.00* ($0.15) $0.05 $0.10 
 
52-Week range $1.54 – $0.90 Fiscal year ends: December 
Shares outstanding a/o 05/04/18 32.5 million Revenue/shares (ttm) $1.09 
Approximate float 19.5 million Price/Sales (ttm) 1.2X 
Market Capitalization $42.0 million Price/Sales (2019) E 0.9X 
Tangible Book value/shr $0.23 Price/Earnings (ttm) NMF 
Price/Book 5.6X Price/Earnings (2019) E 12.9X 
*Excludes $9.2 million gain on sale of property and improvements  
First Choice Healthcare Solutions, Inc., headquartered in Melbourne, Florida operates a network of localized, integrated care platforms comprised of non-physician-
owned medical centers (First Choice Medical Group, The B.A.C.K. Center, and Crane Creek Surgery Center).  The company is primarily focused on treating and 
servicing patients in orthopaedics and spinal surgeries, as well as related diagnostic imaging and ancillary services such as physical and occupation therapy.  
Key Investment Considerations:  

Initiating with Speculative Buy rating and 12-month price target of $2.00 per share. 
 
First Choice Healthcare Solutions has substantial growth potential from its patient care delivery platform in 
the areas of orthopaedic and spinal care.  At March 31, 2018, the company’s operations were in Brevard 
County Florida and surrounding areas.  With a population approaching 600,000 in Brevard County, the 
company has the potential to increase patient visits and surgical cases rapidly through 2019.  
 
Our 2019 forecast indicates that the company could increase annual patient visits to over 165,000 from 
100,000 reported in 2017 and managed surgical cases to 5,500 from 3,310 in 2017.  We anticipate the growth 
in its Brevard County centers should be driven by the increased productivity of its physicians and professional.  
 
In March 2018, FCHS finalized an agreement with a strategic partner, Steward Healthcare, the largest for-
profit private hospital operator in the US that owns and operates 36 hospitals.  The company will work toward 
deploying its patient care platform in the markets where Steward’s hospitals are located.  This relationship 
provides the company with the opportunity to capitalize on at least 75,000 cases throughout Steward’s network. 
 
In May 2018, the company announced it intends to expand into a second county in Florida, Indian River 
where Steward Healthcare owns and operates a hospital.  Management anticipates a minimum of 3,000 
surgery cases could be added to FCHS’s overall operations.   
 
For 2018, we project EPS of $0.05 on 32.8% revenue growth to $38.2 million. Our revenue growth forecast 
reflects 4,169 surgical procedures and over 135,000 managed patient visits.   
 
For 2019, we project EPS of $0.10 on 29.2% revenue growth to $49.3 million.  Our revenue growth forecast 
reflects 5,500 surgical procedures and at least 165,000 managed patient visits.  We project operating expense 
margin improving to 91.6% from an estimated 95.6% in 2018.  
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Appreciation Potential  
 
We are initiating coverage of First Choice Healthcare Solutions, Inc. with a Speculative Buy rating and 12-
month price target of $2.00 per share based on our projected 2019 earnings.  Our 2019 forecast reflects 5,500 
surgical procedures and at least 165,000 managed patient visits in the company’s operations in Brevard County, 
Florida.    
 
Our rating reflects anticipated growth from the operations in Brevard County, Florida, and expansion into Indian 
River County, Florida, which once completed should provide overall operations with a minimum of 3,000 addition 
surgical cases.  Additional growth could come from its strategic partnership with the largest private for-profit 
hospital operator in the US that owns and operates 36 hospitals, Steward Healthcare.  In March 2018, the strategic 
partnership was consummated with a capital investment of $7.5 million by Steward Healthcare in exchange for five 
million shares of First Choice Healthcare Solutions, Inc.  The Steward relationship provides the company with the 
opportunity to capitalize on at least 75,000 cases throughout Steward’s network.   
 
Our 12-month price target of $2.00 per share implies shares could appreciate in excess of 55% over the next 
twelve months.  The five comparative healthcare-related companies profiled in the chart below have a 2019 price-to-
earnings multiple of 24.1X with a 94.3% EPS growth rate and 2019 price-to-sales multiple of 0.9X.  Based on our 
2019 forecasts, FCHS 2019 price-to-earnings and price-to-sales multiples are 12.9X and 0.9X, respectively with an 
EPS growth rate of 100%.   
 
We anticipate investors should accord a 
multiple that approaches the peer group 
(see chart on the right) due to a 
comparable 2019 EPS growth rate.  We 
applied a 21X multiple to our 2019 EPS 
forecast of $0.10, discounted for execution 
risk, to obtain a year ahead price target of 
approximately $2.00 per share, implying a 
total year-ahead return in excess of 55%. 
 
First Choice Healthcare Solutions’ valuation is likely to move towards its industry peers as investors see consistent 
quarterly net patient service revenue growth, expense leverage, cash earnings, EBITDA growth, and sustained 
profitability.  We forecast FCHS to generate net patient service revenue of $47 million in 2019, up from an estimated 
$35.8 million in 2018 and $26.5 million in 2017.  Adjusted EBITDA should reach $5.9 million in 2019, up from an 
estimated $3.2 million in 2018.  We are forecasting operating income for 2018 and 2019 of $1.7 million and $4.2 
million, respectively, with cash earnings of $5.5 million in 2019, up from $4.4 million in 2018. 
 
We believe First Choice Healthcare Solutions, Inc. is most suitable for risk tolerant investors that seek 
exposure to a micro company specializing in patient care primarily in orthopaedic and spinal surgery, as well 
as diagnostic imaging and physical and occupational rehabilitation space. 
 
Overview  
 
First Choice Healthcare Solutions, Inc., headquartered in Melbourne, Florida operates a network of localized, 
integrated care platforms comprised of non-physician-owned medical centers (First Choice Medical Group, The 
B.A.C.K. Center, and Crane Creek Surgery Center).  The company is primarily focused on treating and servicing 
patients in orthopaedics and spinal surgeries, as well as related diagnostic imaging (X-rays and MRI’s) and ancillary 
services such as physical and occupation therapy. 
 
As a publicly traded company, FCHS provides investors with a unique business model that is centered on its team of 
physician employees.  Having physician employees should enable First Choice Healthcare Solutions the ability to 
optimize revenue generation from both physicians and ancillary services.  This business model allows for the 
company’s employed care providers to refer patients to its own on-site diagnostic and ancillary services locations.   
 

Name Symbol
Price   

06-25-18

Market 
Cap in 

$Mil

Price to 
Sales 
2019E

2019 E 
EPS 

Growth

Price to 
Earnings 

2019E
LifePoint Health Inc. LPNT 51.35 1991 0.3
U.S. Physical Therapy Inc. USPH 97.75 1238 2.7
Surgery Partners Inc. SGRY 15.90 778 0.4
RadNet Inc. RDNT 14.25 687 0.7
Civitas Solutions Inc. CIVI 16.70 612 0.4

4.2% 11.5
9.8% 36.5

369.0% 26.1
60.5% 23.4
28.1% 22.9

Average 0.9

Company 
First Choice Healthcare Soultions Inc.FCHS 1.29 42 0.9
Source: Taglich Brothers estimates and estimates reported by Thompson Reuters - EiKon    

94.3% 24.1

100% 12.9
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In 2017, the company managed over 100,000 patient visits through its Melbourne System that serves Florida’s Space 
Coast region (located in one of the fast growing areas around the Kennedy Space Center on the East Coast of Florida 
in Brevard County) through its First Choice Medical Group, The B.A.C.K. Center, and Crane Creek Surgery Center.  
At March 31, 2018, the company owned and operated three ancillary service locations.  
 
The company’s aim is to transform healthcare delivery through a patient-centric approach (see chart below).  The 
company’s centers are designed to provide a culture that is an inviting, easily accessible, peaceful, healing, and in a 
way that alleviates patient fear, anxiety, and discomfort.  The company’s lobbies and diagnostic and treatment rooms 
are also designed to reinforce an image of quality, and patient-centered care. 
 
The company continues to evolve as it integrates toward 
a mix of orthopaedic surgeries including spine and 
related diagnostic imaging and non-surgical services 
such as physical and occupational therapy services.  The 
company’s centers use state-of-the-art equipment, 
technologies, and methods to ensure patients have 
access to musculoskeletal and rehabilitative care via its 
team of surgeons, physicians and care specialists.  Some 
of the diagnostic includes magnetic resonance imaging 
(MRI), x-ray, durable medical equipment, and 
physical/occupational therapy (see chart on the right).  
The integrated and coordinated approach by the 
company’s professionals through diagnosis, treatment, 
and recovery, should overtime improve patient outcomes and provide cost effective healthcare. 
 
In order to replicate the operational platform it has created in Brevard County, Florida, the company has designed its 
systems to eliminate its staff of physicians from the business administration responsibilities associated with operating 
a medical practice or clinic so that they are strictly focused on caring for their patients.  Its information technology 
infrastructure is designed to provide economies of scale in billing, collections, purchasing, advertising, and 
compliance.   
 

 History 
The company was incorporated in the State of Colorado on May 2007.  In February 2012, a merger was completed 
with First Choice Healthcare Solutions, Inc., a Delaware corporation formed exclusively for the purpose of merging 
with the company, pursuant to the company’s state of incorporation changing from Colorado to Delaware and the 
name changing from Medical Billing Assistance, Inc. to First Choice Healthcare Solutions, Inc. 
 
Operating Subsidiaries 
The three operating subsidiaries that comprise the company’s integrated medical services platform are described 
below. 
 
FCID Medical, Inc. – owns and operates First Choice Medical Group of Brevard, LLC.  This subsidiary specializes 
in the delivery of orthopaedics, sports medicine, and interventional pain medicine (for joint injections and pain), as 
well as diagnostic imaging and ancillary services such as physical and occupational therapy and durable medical 
equipment such as braces for joint pain and stability.  
      
TBC Holdings of Melbourne, Inc. – operates and controls Brevard Orthopaedic Spine and Pain Clinic, Inc., doing 
business as The B.A.C.K. Center.   The center was established in 1981 and operates two offices in Melbourne and 
Merritt Island, Florida that offer advanced orthopaedic, spine and pain care treatments including non-operative spine 
procedures, as well as Interventional pain management and an Osteoporosis clinic.  
      
CCSC Holdings, Inc. – owns a substantial interest in Crane Creek Surgery Center, an AAAHC accredited (a health 
care organization meets or exceeds nationally-recognized standards for quality of care and patient safety) facility 
dedicated to delivering ambulatory care in a convenient, comfortable outpatient environment.  The center operates a 

Source: Company Presentation – April 2018 
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modern 18,000+ square foot facility located in Melbourne, FL.  The facility includes four state-of-the-art operating 
rooms and a procedure room with the capacity to host upward of 5,000 orthopaedic, spine, and interventional pain 
and general surgical procedures each year. 
 
Growth Strategy  
 
The company aims to build a national footprint of integrated, non-physician-owned, medical centers through strategic 
partnerships and organically.   
 
Platform 
In order to achieve patient growth, the company’s number one priority is to provide patients with clinically superior, 
patient-centric care that is coordinated across their care needs.  The company’s patient care platform is built upon a 
collaborative doctor-patient experience that should provide an accurate diagnoses resulting in care coordination, 
development of an effective treatment plan, faster recoveries, and reduced costs for the patient and insurance 
provider.  Growth in operations should occur through the development of the company’s business platform, centered 
on its team of physician employees, permitting FCHS to optimize revenue generation from both physicians and 
ancillary services, while also enabling the employed care providers the ability to refer patients to the company’s on-
site diagnostic and ancillary services. 
 
Patient Growth 
By 4Q19, the company aims to drive the number of surgical cases to an annualized run rate of approximately 6,000.  
Supporting growth was the company reaching 350 cases in April 2018 for an annualized run rate of approximately 
4,200.  The company had 3,300 cases in 2017.  We project an annualized run rate of approximately 4,800 cases in 
4Q18.  The growth in cases should be driven by the productivity of current and future physicians employed by the 
company, as well as cultivating patients from the population in Florida’s Space Coast (Brevard County, Florida).  
The US Census Bureau estimated the population of Brevard County approaching nearly 600,000 in 2017, up from 
nearly 545,000 in 2017.  The surrounding areas include Palm Bay–Melbourne–Titusville, FL.   
 
The residual impact of increasing the number of cases through the company’s centers will be growth of diagnostic 
imaging and ancillary services provided to patients.  We anticipate the company’s operations in Brevard County will 
manage at approximately 165,000 patient visits in 2019, up from 100,000 in 2017.  Those visits will contribute to the 
increased usage of the company established ancillary services.  Future ancillary services might include pharmacy and 
home health services.  The growth plan includes expanding the number of physical/occupational therapy centers to 
five (from three) in order to provide greater convenience for patients.  In April 2018, the company reported nearly 
1,000 physical therapy patients were seen per week, up from approximately 800 patients in 1Q18.  In 2017, the 
company treated 3,800 patients at their Physical/Occupational therapy centers. 
 
Strategic Partnerships 
Future revenue growth should be driven engagements with strategic partners.  Strategic partnerships should enable 
the company to expand locations in the same areas in order maximize purchasing power, reimbursements from the 
partners insurance contracts, and patient care in new First Choice Health Solutions facilities. 
 
The company’s first strategic partnership is with Steward Healthcare, the largest for-profit private hospital operator 
in the US that is comprised of 36 hospitals. The company will work toward deploying its patient care platform in the 
markets where Steward hospitals are located.   This relationship provides the company with the opportunity to 
capitalize on at least 75,000 cases annually throughout Steward’s network. 
 
In order to leverage the partnership with Steward Healthcare, the company plans to expand operations into Indian 
River County Florida (surrounding area is Vero Beach and Sebastian Florida), where Steward operates a hospital.  
The company aims to work closely to maximize the efficiencies of its operations while providing the best patient care 
in that county.  In order to expand, the company has identified a property that will house its physicians, an 
orthopaedics department, and physical therapy operations.  Expansion within Indian River should continue with at 
least two additional physical therapy locations in order to provide access to patients.  An additional benefit in 
choosing to expand into the County of Indian River is that it is south of the company’s current locations and will 
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bring in slightly higher Medicare reimbursement rates.  Management anticipates once this first expansion in Indian 
River is completed, it should add a minimum of 3,000 surgery cases to the company’s overall operations. 
 
Geographic Expansion 
The company plans on replicating and establishing their 
patient care platform in other high growth geographic 
regions outside of Florida.  The chart on the right 
indicates potential locations for future expansion.  Some 
are likely to be locations where Steward hospitals 
operate, while others would be areas that the company 
could provide its healthcare delivery services platforms.  
Growth into new locations are likely to require at least  
$7 million in capital expenditures, but should be 
supported by the hiring of Orthopaedic physicians 
practicing within a new market and seeking an 
alternative to owning and operating their own private 
practice or being employed by local hospitals.  According to IBISWorld, approximately 33% of US physicians are 
currently independent (not affiliated with any group medical or hospital practice), compared with 57% in 2000.  That 
trend of physicians not wanting to be independent is likely to continue within the healthcare environment.  The 
acquisition of established Orthopaedic physician practices and medical groups will drive growth and provide the 
basis for providing facilities that offer patients ancillary services such as physical and occupational therapy and 
diagnostic imaging tests such as MRI’s and X-Ray’s.   
 
A top priority as to when and where to expand operations will likely include finding locations that provide 
opportunities to support economies of scale in billing, collections, purchasing, advertising, and compliance.  If 
achieved, expansion could provide incremental leverage that will reduce expenses and provide accelerated growth. 
 
Projections  
 
Basis of Forecast 
Our forecasts reflect the company reaching least 5,500 surgical procedures in 2019, up from an estimated 4,150 in 
2018.  In 2017, the company performed 3,310 surgical procedures and managed approximately 135,000 patient visits.  
In 2019, the company’s centers should manage approximately 165,000 patient visits.   
 
While our forecast does include expenses for the expansion into Indian River County Florida, it does not include 
revenue until the patient centers are launched in conjunction with its Steward Healthcare partnership.  
 
Our operating expense forecast anticipates the company will be able to leverage its centralized system of back office 
operations, which should provide cost and productivity efficiencies as revenue ramps through growth in patient cases.  
In 2019, we project operating expense margin declining to 91.6%, from an estimated 95.6% in 2018, and 115% in 
2017. 
 
Orthopaedic Market Statistics  
In April 2018, orthoworld.com reported that Orthopaedic industry product revenue increased 3.7% to $49.4 billion 
worldwide in 2017, up from $47.6 billion in 2016.  Growth in certain segments that should support FCHS growth 
include the global spine market increasing 2.2% to $9.1 billion, as well as knee and hip products increasing 2.9% and 
2.2%, respectively, to $8.8 billion and $7.2 billion worldwide.  The two largest segments by revenue, joint 
reconstruction and spine surgery products, combine to account for 55% of total orthopaedic product sales. 
 
The 2016 American Acadamy of Orthopaedic Surgeons survey shows that Wyoming, New Hampshire, Montana, 
Vermont, and Alaska had the highest surgeon density with more than 13 orthopaedic surgeons per 100,000 people.  
In the company’s primary area of operations in Florida, there are approximately 10 orthopeadic surgeons per 100,000 
people. 
 

Source: Company Presentation – April 2018 
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The 2016 survey reported that the top six areas of focus identified for orthopaedic surgeons were sports medicine, 
total joint replacement, hand and adult spine surgery, followed by trauma and pediatric cases. 
 
Operations – 2018 
We project total revenue growth of 32.8% to $38.2 million due to a 35.4% increase in net patient service revenue to 
$35.8 million and a $48,000 increase in rental revenue to $2.3 million.  Our net patient service revenue anticipates 
4,169 surgical procedures and approximately 135,000 managed patient visits reduced in part by a provision for bad 
debts related to potentially uncollectible patient service revenue.  
 
We project operating income of $1.7 million compared to a loss of $4.4 million as operating expense margin 
improves to 95.6% from 115% in 2017.  Operating margin should increase to 4.4% from (15.3%) in 2017.  We 
anticipate operating expenses increasing 10.1% to $36.5 million.  We project increases in salaries and benefits and 
operating expenses of 13.1% and 10.8%, respectively, to $18.4 million and $11.4 million due primarily to increasing 
patient volumes.  We project a 4% increase in G&A expense to $5.8 million reflecting increases in the centralized 
back office to support revenue growth.  We forecast a $140,000 decrease in depreciation and amortization expense to 
$802,000.  
 
Non-operating expense consists of interest expense of $99,000 and miscellaneous income of $40,000.  In 2017, the 
company had interest expense of $100,000 and miscellaneous income of $121,000. 
 
We project net income of $1.5 million or $0.05 per share compared to a loss of $3.9 million or ($0.15) per share.  
Our forecast includes the company recording minimal income tax expense in 4Q18 and a $24,000 reduction in 
income from non-controlling interest.   
 
At December 31, 2017, the company had approximately $1.1 million in federal net operating loss carryforwards, 
which based on our income forecast, could be used up before December 31, 2018. 
 
Finances – 2018   
We project cash earnings of $4.4 million and an increase in working capital of $375,000.  The increase in working 
capital is due primarily to an increase in receivables, partly offset by an increase in payables and accruals.  Cash from 
operations of $4.1 million and a $7.5 million investment from a strategic partner for 5 million shares of the 
company’s common stock should cover capital expenditures and repayment of debt.  We project cash will increase 
by $5.7 million to $7.7 million at December 31, 2018. 
 
Operations – 2019 
We project total revenue growth of 29.2% to $49.3 million on a 31% increase in net patient service revenue to $47 
million.  We anticipate rental revenue flat at $2.3 million.  Our net patient service revenue anticipates 5,550 surgical 
procedures and approximately 165,000 managed patient visits reduced in part by a provision for bad debts.  
 
We project operating income more than doubling to $4.2 million compared to $1.7 million as operating expense 
margin improves to 91.6% from an estimated 95.6% in 2018.  Operating margin should increase to 8.4% from 4.4% 
forecasted for 2018.  We anticipate operating expenses increasing 23.7% to $45.1 million.  We project increases in 
salaries and benefits and operating expenses of 27.5% and 22.3%, respectively, to $23.5 million and $14 million due 
to increasing in patient volumes and hiring additional staff.  We project an 18.3% increase in G&A expense to $6.9 
million in order to support revenue growth and expansion into a second County in Florida, Indian River.  We forecast 
a $42,000 decrease in depreciation and amortization expense to $760,000.  
 
Non-operating expense should consist of $100,000 in interest expense.  In 2018, we project interest expense of 
$99,000 and miscellaneous income of $40,000.   
 
We project net income of $3.1 million or $0.10 per share, after recording income tax expense of $895,000 for a rate 
of 22% and a $20,000 reduction in income from non-controlling interest.   
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Finances – 2019   
We project cash earnings of $5.5 million and an increase in working capital of $2.1 million.  The increase in working 
capital is due primarily to an increase in receivables.  Cash from operations of $3.4 million will not cover capital 
expenditures and repayment of debt.  We project cash decreasing $185,000 to $7.5 million at December 31, 2019. 
 
Medical Group Practice Management  
 
Medical group practices are defined as three or more physicians engaged in the practice of medicine as a legal entity 
sharing business management, facilities, records and personnel.  First Choice Healthcare Solutions, Inc. is uniquely 
positioned as a publicly traded practice management company that is focused on providing orthopeadic patients out-
patient surgical and therapy care, as well as providing a venue for orthopeadic physicians and surgeons to practice 
medicine without the burden of operating a medical practice. 
 
In April 2018, IBISWorld reported that the Medical Group 
Practice Management industry anticipates 1.9% 
annualized revenue growth to $323 billion over the five-
year period to 2018 due primarily to more physicians 
integrating into larger provider networks.  According to 
IBISWorld, the traditional healthcare delivery model has 
been gradually transforming.  Younger physicians are 
opting out of private practices and instead joining 
hospitals or other medical groups due in part to the 
medical school debt incurred and the ability to seek 
regular hours.  Physicians that are joining larger medical 
practice groups have negotiating power with insurance 
carriers, greater purchasing power, operating efficiencies, and the ability to withstand any demand fluctuations of 
patient cases.   
 
IBISWorld projects industry revenue to increase at an annualized rate of 2.4% reaching $380 billion in 2024 (from 
2018).  The primary growth drivers should be healthcare reform provisions and the aging population.  Healthcare 
reform includes Medicare bundled payments, where billing is based on the total treatment received.  The new 
payment approach is designed to encourage healthcare providers of various disciplines to control costs, eliminate 
unnecessary care and improve the quality of service and outcomes, as well as to create affiliation with health insurers 
and managed-care plans.  This aligns with the type of patient care FCHS is striving to provide.   According to the US 
Census Bureau, the number of Americans aged 65 and older is projected to be 88.5 million by 2050, more than 
double the 40.2 million in 2010.  The chart above indicates the segment breakdown of revenue for 2018 with surgery 
services and other comprising nearly 49% of total revenue. 
  
Consolidation of Physician Practices 
The typical physician practice partnership model assists physicians with a limited set of services, such as scheduling, 
billing and payroll, in exchange for an administrative fee. 
 
According to the 2017 Intrepid Healthcare newsletter from the Investment Banking firm Intrepid, the US healthcare 
industry has undergone consolidation through 
mergers and acquisitions that resulted in the 
consolidation of hundreds of independent physician 
practices.  The report concludes that practice 
consolidation helps physicians mitigate cost 
pressures, provides access to preferred managed care 
contracts, as well as freeing physicians from practice 
administrative burdens so they can focus on treating 
their patients.  Larger groups should be in a position 
to enhance their market position, expand their 
geographic reach, and create new revenue streams. Source: Intrepid Healthcare 2017 - Private Equity Groups Continue Consolidating U.S. Physician Practices Report 

2018 Total Revenue $323 billion 
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The newsletter provided physician data (see chart on bottom of prior page) from the Centers for Medicare and 
Medicaid Services that indicate the ratio of small-to-large physician medical groups have inverted.  The number of 
larger groups is increasing while smaller groups are contracting and continuing to shift toward larger practices. 
 
Physical Therapy and Diagnostic Imaging  
 
According to IBISWorld, the role of physical therapists have increased in promoting health and wellness, especially 
as the population ages and people over the age of 50 are requiring physical rehabilitation in order to improve 
mobility, relieve pain, and prevent or limit physical disabilities.   Research indicates some physical therapists work 
with other healthcare providers and assist patients with chronic illnesses by creating individually tailored wellness 
programs. 
 
According to IBISWorld, the Physical Therapy Rehabilitation Centers industry comprises both inpatient and 
outpatient therapy facilities that provide physical therapy, speech pathology and occupational therapy services.  The 
industry is expected to grow annually by 3.3% to $43.3 billion in 2024, up from an estimated $34.5 billion in 2018.  
IBISWorld predicts industry growth to be driven by an aging population and increasing acceptance of the benefits of 
physical therapy services.  Adults aged 65 and older should support growth since seniors are more likely to require 
physical therapy services due to the increased prevalence of injuries, illnesses and chronic conditions  
 
IBISWorld observed that physical therapy is considered one of the most secure professions in the healthcare sector 
due to its high demand.  According to the March 2018 report by IBISWorld, the unemployment rate among physical 
therapists is extremely low.  It is anticipated that demand for physical therapists will remain strong in large and 
medium sized cities.  IBISWorld predicts the number of centers providing services could reach nearly 50,000 in 
2023, up from nearly 43,000 in 2018. 
 
US diagnostic imaging centers typically provide X-ray and 
ultrasound services, but may offer more complex and 
costly imaging services, such as computed tomography 
scans and magnetic resonance imaging (MRI’s).   
According to IBISWorld, the industry is highly 
competitive due primarily to pricing pressures and volume 
pressure from external competitors, such as hospitals and 
physicians' offices that acquire their own imaging 
capabilities.  The latter is where FCHS should benefit from 
their integrated approach to orthopaedic patient care. 
 
US industry revenue is anticipated to reach $19.8 billion, up from an estimated $18.5 billion in 2018.   The increase 
in diagnostic imaging center revenue should be driven by modest economic growth and the realization of physicians 
and insurers that they can using imaging as a cost-effective and noninvasive diagnostic alternative to investigative 
surgery.  The chart above indicates the breakdown in revenue percentages in each segment of diagnostic imaging. 
 
1Q18 Results 

 
1Q18 total revenue increased 13.8% to $8.8 million due primarily to a 14.9% increase in net patient service revenue 
to $8.2 million and a $5,000 increase in rental revenue to $583,000.  Net patient service revenue reflects a 17.6% 
increase in First Choice Medical Group sales to $3.4 million, a 17.6% increase in sales from its The B.A.C.K. Center 
to $3.6 million, and a 1.3% increase in sales from its Crane Creek Surgical Center to $1.2 million.  Restraining 1Q18 
total revenue growth was a $279,000 provision for bad debts compared to $265,000 in the year-ago period. 
 
Operating expenses increased 11.9% to $8.5 million as all expenses (salaries and benefits, G&A, D&A, and other) 
increased.  Salaries and benefits increased 16.5% to $4.3 million due to the addition of physicians, physician 
assistants, and physical therapy professionals starting in 4Q16 and throughout 2017.  G&A expenses increased 15.3% 
to $1.4 million reflecting professional service fees relating to the strategic partnership with Steward Health Care and 
taking a controlling interest in the Crane Creek Surgery Center.  Other operating expenses increased 4.1% to $2.6 

2018 Total Revenue $18.5 billion 
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million stemming from patient service volume growth resulting in the addition of new personnel and one-time 
expenses related to setting up a new physical therapy location.  D&A expense increased 6.6% to $202,000. 
 
Operating income more than doubled to $268,000 from $111,000 in the year-ago period due to revenue growth and 
operating margin expense improving to 97% from 98.6% in 1Q17. 
 
Non-operating income was $17,000 compared to $18,000 in the year-ago period.  Interest expense decreased to 
$24,000 from $32,000 and miscellaneous income decreased by $10,000 to $40,000.   
 
1Q18 net income was $279,000 or $0.01 per share, compared to $203,000 or $0.01 per share.  In the current period, 
the company recorded a $6,000 decrease in non-controlling interest versus an increase of $73,000 in the year-ago 
period.   
 
Finances 
In 1Q18, cash earnings of $946,000 and a $1.4 million increase in working capital resulted in cash used in operations 
of $414,000.  The increase in working capital was due primarily an increase in receivables.  Proceeds from the sale of 
common stock from a strategic partner covered c ash used in operations and capital expenditures.  Cash increased 
$6.5 million to $8.5 million at March 31, 2018. 

 
Capital Structure 
At March 31, 2018, the company had total outstanding debt of $1.7 million consisting of $490,000 of short-term debt 
and $1.2 million long-term debt (notes and line of credit).   
 
The company has a long-term (accounts receivable) line of credit commitment for up to $2.5 million with an interest 
rate of 6% annually with CT Capital, Ltd.  The lender may convert up to $2 million of the outstanding principal 
amount or interest on the loan into common stock at a conversion price of $0.75 per share.  On December 27, 2017, 
the agreement was amended to extend the maturity date to December 31, 2019 and provide that neither the company 
nor lender shall effectuate any conversion of the loan to the extent that after giving effect to any such conversion, the 
lender would beneficially own in excess of 9.99% of the company’s common stock.  The obligations of the company 
under the agreement, as amended, are guaranteed by certain affiliates of the company, including a personal guarantee 
issued by the First Choice Healthcare Solutions CEO. 
 
As of March 31, 2018, the outstanding balance was $1.1 million with an available balance of $1.4 million. 
 
The company has a short-term line of credit with Florida Business Bank for up to nearly $1.4 million at prime plus 
1% with a floor of 2.75%. The agreement renews annually on June 30, 2018 and is secured by all the assets of The 
B.A.C.K. Center, as well as $950,000 secured by related parties of The B.A.C.K Center.  The advance rate is 60% of 
eligible accounts receivables and eligible receivables include all Medicare and Medicaid receivables less than 90 
days old, plus all other receivables less than 90 days old.  As of March 31, 2018, The B.A.C.K. Center was in 
compliance with its loan covenants and had an outstanding balance of $440,000. 
 
As of March 31, 2018, the company had notes payable totaling nearly $199,000 consisting of a $5,000 GE Arm and 
$194,000 equipment financing notes.  
 
In February 2018, the Company and Steward Health Care System entered into a stock purchase agreement, in which 
Steward acquired (in March 2018) five million shares of FCHS common stock for $7.5 million in cash.  The 
company has agreed that, upon demand from Steward after the six month anniversary, the company shall use its 
reasonable best efforts to prepare and file with the SEC, a registration statement that would be eventually declared 
effective, in order to permit the registered resale of common shares. 
 
In addition, the company has agreed that, on or after April 1, 2022, upon ninety days prior written notice, Steward 
may sell fifty percent of the common stock to the company one-time during each of the following two calendar years 
thereafter at a price equal to the purchase price under the purchase agreement.  The put option will terminate if the 
company’s market capitalization is equal to or exceeds $100 million at any time after the date of the purchase 
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agreement.  Due to the nature of the put agreement, the company has classified to temporary equity the net proceeds 
from the sale of the company’s common stock. 
 
Competition  
 
The healthcare industry is highly competitive, with competition among providers for patients intensifying within the 
US due primarily to regulatory and technological changes, increasing use of managed care payment systems, cost 
containment pressures, and a shift toward outpatient treatment.   The latter should be a competitive advantage for the 
company as it provides outpatient orthopaedic treatment through physical therapy and pain management even before 
surgical alternatives are required. 
 
In Florida, other healthcare facilities provide services comparable to those offered by the company.  Some 
competitors likely include hospitals that are owned by tax-supported governmental agencies or by nonprofit 
corporations.  The company’s strategic partnership with Steward Hospitals’ network of 36-hospitals in the US should 
assist it in maintaining a competitive advantage for orthopaedic and rehabilitative services provided to patients. 
 
Larger competitors are likely to have greater financial resources, be better equipped and offer a broader range of 
services.  The increase in outpatient treatment and diagnostic facilities, outpatient surgical centers and freestanding 
ambulatory surgical centers will provide additional competition.   
 
The company’s ancillary services include diagnostic imaging tests.  The market for outpatient diagnostic imaging 
services is highly competitive as providers compete locally for patients with groups of radiologists, established 
hospitals, clinics and other independent organizations that own and operate imaging equipment.  Diagnostic imaging 
competition is primarily based on reputation, the ability to provide multiple modalities at facilities, locations, quality 
of the services provided, and the ability to establish and maintain relationships.  An advantage for First Choice 
Healthcare Solutions is that they have established their own diagnostic imaging facilities within their group practice.  
 
Management  
 
Christian Romandetti – CEO, President and Chairman of the Board since 2010.  Since 2003, he has been the 
Managing Member of Marina Towers, LLC, and a Managing Member of C&K, LLC, a property holding company.   
Since 2007, Mr. Romandetti has consulted on building medical practices and MRI centers.  He previously was a 
founding director of Sunrise Bank, a community bank serving local businesses in Florida’s Space Coast and served 
as an executive officer for numerous companies in the real estate, marine, automotive and construction products 
industries.  As CEO of First Choice Healthcare Solutions, his responsibilities include articulating the company’s 
vision and executing strategies that include creating centers that provide a patient-centric approach to care, and 
generating improved clinical outcomes.    
 
Philip J. Keller – Chief Financial Officer since July 2017.  He previously served as senior vice president of 
Finance and CFO of RehabCare Inc., a provider of physical, occupational and speech-language rehabilitation services 
to hospitals, skilled nursing facilities and homecare settings in 47 states across the US  His prior experience includes 
serving as senior vice president of Finance of PharMerica, Inc. an institutional pharmacy and in a variety of executive 
positions including senior vice president of Finance and Principal Accounting Officer of BioScrip, Inc.  Holds a BS 
in Accounting from Loyola University, Chicago.    
 
Kris Jones – Vice President of Medical Operations since October 2011.  She previously served as Director of a 
multi-physician, multi-specialty and multi-location medical practice that employed a staff of 60.  Her prior 
experience includes serving as an international patient liaison for US oncology patients seeking treatment from 
Klinik St. Georg, a German-based hospital that earned global acclaim for its successful integrative approach to 
treating Cancer and Lyme disease.  As vice president of Medical Operations at First Choice Healthcare Solutions, she 
is responsible for developing and implementing effective systems, processes and controls that are capable of being 
successfully scaled and replicated across the company’s expanding clinical operations.  Earned a BA in 
Communications from the University of Central Florida.   
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Risks 
 
In our view, these are the principal risks underlying the stock. 
 
Limited Operating History 
The company has operated as a public company since 2012, and assumed management control of The B.A.C.K. 
Center, effective May 1, 2015, and of Crane Creek Surgery Center, effective October 1, 2015.  The company must 
continue to execute its business strategy in order to establish and extend the First Choice Healthcare Solutions brand 
into additional locations.  If the company is unable to grow net patient revenue and maintain profitability, operations 
may need to be curtailed. 
  
Dilution 
In February 2018, the company entered into a strategic partnership with Steward Health Care System to invest $7.5 
million in exchange for five million common shares.  In March 2018, the company issued those shares of common 
stock in exchange for cash proceeds of $7.5 million. 
 
Reimbursements 
The company needs to engage with third-party payors such as Medicare, TRICARE and commercial health insurance 
companies.  Those entities may change the rates or methods of reimbursement for the services the company provides 
or plans to provide.  Changes in reimbursement rates could significantly impact revenues.  If patients were to receive 
decreased reimbursement from third-party payors for their medical services and pay for the remainder of their 
medical services out of pocket, a reduced demand for the company’s services or downward pricing pressures could 
result. 
 
If legislation were to substantially changes the way healthcare is reimbursed by both governmental and commercial 
insurance carriers, it may negatively impact payment rates for certain medical services, which could restrain the 
company’s growth prospects. 
 
Retention of Medical Professionals 
The company generates revenues through physicians and medical professional employees that perform medical 
services and procedures.  The retention and hiring of physicians and medical professionals is critical to the company 
growing its medical multi-specialty centers.  If difficulties arise in hiring or retaining those professionals it could 
impact the company’s ability to expand its current operations and could restrain revenue growth. 
 
Liability  
While the company maintains professional liability insurance with coverage that is consistent with industry practice, 
any claim made against the company could be costly to defend against.  Any resulting substantial damage award 
could divert the attention of management from current operations.  
 
Regulation  
Companies in the healthcare industry are required to comply with numerous overlapping laws and regulations applied 
by federal, state and local governments.  These laws and regulations require entities to meet various requirements, 
including those relating to the adequacy and quality of medical care, privacy and security of health information, 
standards for equipment, personnel, operating policies and procedures, billing and cost reports, payment for services 
and supplies, maintenance of adequate records, and compliance with building codes and environmental protection, 
among other matters.  Many of the laws and regulations applicable to the healthcare industry are complex and may be 
violated inadvertently.  
 
The laws and regulations within the healthcare industry are constantly changing. In the future, different 
interpretations or enforcement of these laws and regulations could subject the company’s business practices to 
allegations of impropriety or illegality, or could require changes be made that could restrain growth prospects. 
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Health Information 
The company as part of its medical record keeping, third-party billing, research and other services, does collect and 
maintain protected health information in paper and electronic format. New protected health information standards, 
whether implemented pursuant to regulations such as HIPAA, HITECH, and congressional action that could have a 
significant effect on the manner in which the company handles healthcare-related data and communicates with 
payors.  Compliance with these standards could impose significant costs or limit the company’s ability to offer 
services, thereby negatively impacting business opportunities.  If the company was unable to comply with existing or 
new laws and regulations related to protected health information, it could be subject to remedies that include 
monetary fines, civil or administrative penalties, or criminal sanctions. 
 
Shareholder Control  
All executive officers and directors as a group, own approximately 24.3% of the outstanding voting stock (March 
2018).  One strategic partner owns 15.5% of the company’s outstanding voting stock.  These owners could greatly 
influence the outcome of matters requiring stockholder approval, which decisions may or may not be in the best 
interests of the other shareholders. 
 
Miscellaneous Risk 
The company’s financial results and equity values are subject to other risks and uncertainties, including competition, 
operations, financial markets, regulatory risk, and/or other events. These risks may cause actual results to differ from 
expected results. 
 
Trading Volume 
Based on our calculations, the average daily-volume in 2016 was 26,100 shares, which decreased to 21,400 in 2017.  
During the three months to June 25, 2018 volume decreased to 12,100.  The company has a float of 19.5 million 
shares and shares outstanding of 32.5 million. 
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Important Disclosures 

As of the date of this report, we, our affiliates, any officer, director or stockholder, or any member of 
their families do not have a position in the stock of the company mentioned in this report.  Taglich 
Brothers, Inc. does not currently have an Investment Banking relationship with the company mentioned 
in this report and was not a manager or co-manager of any offering for the company with in the last 
three years.  
 
All research issued by Taglich Brothers, Inc. is based on public information.  In May 2018, the 
company paid Taglich Brothers a monetary fee of $6,000 (USD) representing payment for the creation 
and dissemination of research reports for three months.  In October 2018, the company will begin 
paying Taglich Brothers a monthly monetary fee of $2,000 (USD) for the creation and dissemination of 
research reports. 
 

General Disclosures 
The information and statistical data contained herein have been obtained from sources, which we 
believe to be reliable but in no way are warranted by us as to accuracy or completeness. We do not 
undertake to advise you as to changes in figures or our views. This is not a solicitation of any order to 
buy or sell. Taglich Brothers, Inc. is fully disclosed with its clearing firm, Pershing, LLC, is not a 
market maker and does not sell to or buy from customers on a principal basis. The above statement is 
the opinion of Taglich Brothers, Inc. and is not a guarantee that the target price for the stock will be met 
or that predicted business results for the company will occur. There may be instances when 
fundamental, technical and quantitative opinions contained in this report are not in concert.  We, our 
affiliates, any officer, director or stockholder or any member of their families may from time to time 
purchase or sell any of the above-mentioned or related securities. Analysts and members of the 
Research Department are prohibited from buying or selling securities issued by the companies that 
Taglich Brothers, Inc. has a research relationship with, except if ownership of such securities was prior 
to the start of such relationship, then an Analyst or member of the Research Department may sell such 
securities after obtaining expressed written permission from Compliance.  
 
 

Analyst Certification 
I, Howard Halpern, the research analyst of this report, hereby certify that the views expressed in this 
report accurately reflect my personal views about the subject securities and issuers; and that no part of 
my compensation was, is, or will be directly or indirectly related to the specific recommendations or views 
contained in this report.  
 
 

Public Companies mentioned in this report: 
  
LifePoint Health Inc.  (NASDAQ: LPNT)  U.S. Physical Therapy Inc. (NYSE: USPH) 
Surgery Partners Inc.  (NASDAQ: SGRY) RadNet Inc.   (NASDAQ: RDNT) 
Civitas Solutions Inc.  (NYSE: CIVI) 
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Meaning of Ratings 

 
Buy – The growth prospects, degree of investment risk, and valuation make the stock attractive relative 
to the general market or comparable stocks.  
 
Speculative Buy – Long-term prospects of the company are promising but investment risk is 
significantly higher than it is in our BUY-rated stocks.  Risk-reward considerations justify purchase 
mainly by high risk-tolerant accounts.  In the short run, the stock may be subject to high volatility and 
could continue to trade at a discount to its market. 
 
Neutral – Based on our outlook the stock is adequately valued. If investment risks are within 
acceptable parameters, this equity could remain a holding if already owned.  
 
Sell – Based on our outlook the stock is significantly overvalued.  A weak company or sector outlook 
and a high degree of investment risk make it likely that the stock will underperform relative to the 
general market.  
 
Dropping Coverage – Research coverage discontinued due to the acquisition of the company, 
termination of research services, non-payment for such services, diminished investor interest, or 
departure of the analyst. 
 
 
 
 
 
 
 
Some notable Risks within the Microcap Market 
 
Stocks in the Microcap segment of the market have many risks that are not as prevalent in 
Large-cap, Blue Chips or even Small-cap stocks. Often it is these risks that cause Microcap stocks 
to trade at discounts to their peers. The most common of these risks is liquidity risk, which is 
typically caused by small trading floats and very low trading volume which can lead to large 
spreads and high volatility in stock price. In addition, Microcaps tend to have significant 
company-specific risks that contribute to lower valuations. Investors need to be aware of the 
higher probability of financial default and higher degree of financial distress inherent in the 
microcap segment of the market. 
 
 
 
 
From time to time our analysts may choose to withhold or suspend a rating on a company. We continue to 
publish informational reports on such companies; however, they have no ratings or price targets. In general, we 
will not rate any company that has too much business or financial uncertainty for our analysts to form an 
investment conclusion, or that is currently in the process of being acquired. 

 


