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HMS HOLDINGS CORP. ANNOUNCES THIRD QUARTER 2009 RESULTS; 2009 REVISED
GUIDANCE AND INITIAL 2010 GUIDANCE

* Q32009 Revenue of $59.2 million (+21%y/y), EPS $0.30 (+30% y/y)
= 2009 EPS Guidance I ncreased to $1.08 from $1.05 (+35% yly)
= 2010 Initial EPS Guidance of $1.34 (+24% yly)

NEW YORK, N.Y., October 30, 2009—HMS Holdings Co(NASDAQ: HMSY) today announced its
financial results for the third quarter of 2009.

For the quarter ended September 30, 2009 reventeaged 20.8% toF9.2 million, compared with
$49.0 million for the same period a year ago. Nebime for the quarter was $ 8.4 million (+36.4%) or
$0. 30 (+30.4%) per diluted common share comparertt income of $6.1 million or $0.23 per diluted
common share for the same period a year ago.

For the nine months ended September 30, 2009, Hd&ted revenue of $162.9 million, an increase
of $30.8 million or 23.3% from the $132.1 millioarfthe same period a year ago. HMS reported net
income of $ 20.7 million (+44.7%) or $0. 75 (+41.pper diluted common share for the nine months
ended September 30, 2009, compared to net inco®®4o8 million or $0.53 per diluted common
share for the same period a year ago.

“Customers in each of our markets are benefitioghfthe scope and quality of our coordination of
benefits and program integrity offerings,” saidlBiicia, CEO of HMS. “We see broad opportunities i
the marketplace, and continue to offer our cliemtisjue program savings initiatives that will become
even more critical as the nation seeks to finaneeskpansion of healthcare coverage.”

Guidance for 2009 and 2010

The Company announced it has increased its 20@gce from $222.0 million in revenue, $67.5
million in adjusted EBITDA and $1.05 in fully diled EPS to $228.5 million (+23.9% yly) in revenue,
$70.4 million (+35.4% yl/y) in adjusted EBITDA and.®8 (+35.0% y/y) in fully diluted EPS.

The Company also announced its initial guidanc&€dr0. Revenue is projected to grow to $280.5
million (+22.8% over revised 2009 guidance). AdSEBITDA is expected to increase to $83.8 million
(+18.9% over 2009 revised guidance), and fullytdduEPS is projected to increase to $1.34 (+24.1%
over 2009 revised guidance).

Liquidity and Capital Resources

The Company reported cash balances at the endptéiBeer 2009 of $69.5 million, an increase of $12.6
million from the end of the second quarter of 2008sh balances are invested in low-risk, highlysec
money market funds. On October 28, 2009, the Cognpait down in its entirety its outstanding term
loan balance of $12.6 million. The Company has owdwings under its $25 million revolving credit
facility, which expires in September 2011.

HMS will be hosting its third quarter 2009 conferercall with the investment community on Friday,
October 30, 2009 at 9:00 am Eastern Time. The cenée call number is US/Cana(&66) 394-8630
Int'l/Local Dial-In: (706) 758-0082 Conference IB6157807. A slide presentation will accompany the
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conference call and may be accessed through owiteeti
http://www.hms.com/investor_relations/investors rtgrdy results.asp

A conference call replay will be available begirmi@ctober 30, 2009 at 10:00 AM ET through
November 6, 2009 11:59 PM ET. To listen to theagf the call, dial: US/Canada: (800) 642-1687
Int'l/Local Dial-In: (706) 645-9291 Conference 1B6157807 or visit our website at
http://www.hms.com/investor_relations/investors rterdy results.asp

Our Form 10-Q for the quarter ended September @O il be filed with the Securities and Exchange
Commission (SEC) and available on our websitev.hms.comon or about November 14, 2009, and

will contain additional information about our retsubf operations for the fiscal year-to-date. Tprisss
release and the interim financial statements hevéibe available ahttp://www.hms.confor at least a
12-month period. Shareholders and interested iokeste welcome to contact HMSY Investor Relations
at 212-857-5986. Following the filing of the For®-@Q, corporate executives will be available to cegp

to inquiries from shareholders and interested itores

HMS Holdings Corp. (NASDAQ: HMSY) is the leaderdnordination of benefits and program integrity
services for government healthcare programs. Thgaay’s clients include health and human services
programs in more than 40 states, 100 Medicaid nmethagre plans, the Centers for Medicare and
Medicaid Services (CMS), and Veterans Administratecilities. HMS helps ensure that healthcare
claims are paid correctly and by the responsibteypAs a result of the company’s services, govesnim
healthcare programs recover over $1 billion anguathd avoid billions of dollars more in erroneous
payments.

i

This press release includes presentations of egmibefore interest, taxes, depreciation and amatitn

(EBITDA) and adjusted EBITDA. Adjusted EBITDA reygrets EBITDA adjusted for share-based compensation
expense. EBITDA is a measure commonly used byfiglcmarkets to value enterprises. Interest, saxe
depreciation and amortization can vary significgritetween companies due in part to differencesaoanting
policies, tax strategies, levels of indebtedneskiaterest rates. Excluding these items providsglt into the
underlying results of operations and facilitatesrggarisons between HMSY and other companies. EBISR&s0 a
useful measure of the Company’s ability to serdiglet and is one of the measures used for detergiaeit
covenant compliance. In addition, because of #rging methodologies for determining share-basedmensation
expense, and the subjective assumptions involvéebée determinations, we believe excluding shaset
compensation expense from EBITDA enhances théyadiilmanagement and investors to compare our core
operating results over multiple periods with thad@ther companies. Management believes EBITDAaalngsted
EBITDA information is useful to investors for thesasons. Both EBITDA and adjusted EBITDA are nétA8
financial measures and should not be viewed adtenmative to GAAP measures of performance. Manag¢m
believes the most directly comparable GAAP findnmoieasure is net income and has provided a reciaticih of
EBITDA and adjusted EBITDA to net income in thisgsrrelease.

Certain statements in this press release constifotavard-looking statements” within the meaningtbg Private
Securities Litigation Reform Act of 1995 (the “ReficAct”). Such forward-looking statements involvewn and
unknown risks, uncertainties, and other factord thay cause the actual results, performance, oieagments of
HMSY, or industry results, to be materially differérom any future results, performance, or achiegats
expressed or implied by such forward-looking statetss The important factors that could cause acteslilts to
differ materially from those indicated by such fardrlooking statements include, but are not limited(i) the
information being of a preliminary nature and thine subject to further adjustment; (ii) the uneeénties of
litigation; (iii) HMSY’s dependence on significanistomers; (iv) changing conditions in the healtecadustry
which could simplify the reimbursement process aaversely affect HMSY’s business; (v) governmentlagory
and political pressures which could reduce the @tgrowth of healthcare expenditures and/or disege the
assertion of claims for reimbursement against aalhylthe ultimate receipt of payment from thirdtggrayors;
(vi) competitive actions by other companies, intlgdhe development by competitors of new or sopsgrvices
or products or the entry into the market of new petitors; (vii) all the risks inherent in the despment,
introduction, and implementation of new productd arrvices; and (viii) other risk factors descrilfeaim time to
time in HMSY’s filings with the SEC, including HMSKForm 10-K for the year ended December 31, 2088ISY
assumes no responsibility to update the forwardilog statements contained in this release as atre$mew

non

information, future events or otherwise. When/égdum this release, the words “focus”, "believe¢dnfident”,
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“anticipate”, “expected”, “strong”, “potential”’, an d similar expressions are intended to identify fmivlooking
statements, and the above described risks inhénengin.



HMS HOLDINGS CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

For the Three and Nine-Months Ended September 300P9 and 2008
(In thousands, except per share amounts)

(unaudited)

Three months ended Sept 30,

Nine months ended Sept 30,

2009 2008 2009 2008
Revenue $ 59,164 $ 48,965 $ 162,920 182,091
Cost of services:
Compensation 19,191 15,862 54,537 43,960
Data processing 3,476 2,793 10,113 8,022
Occupancy 2,540 2,519 B76 7,286
Direct project costs 7,446 7,310 21,170 19,749
Other operating costs 3,617 2,711 ®82 7,970
Amortization of acquisition related software
and intangibles 1,211 1,205 364 3,530
Total cost of services 37,481 32,400 107,061 90,517
Selling, general & administrative expenses 7,322 5,794 20,196 16,272
Total operating expenses 44,803 38,194 127,257 106,789
Operating income 14,361 10,771 35,663 25,302
Interest expense (254) (371) (820) (1,137)
Interest income 46 191 199 520
Income before income taxes 14,153 10,591 35,042 24,685
Income taxes 5,774 4,448 14,319 10,368
Net income $ 8,379 $ 6,143 $ 20,723 $14,317
Basic income per share data:
Net income per basic share $ 0.3: 0.2 $ 0.8( $ 0.5%
Weighted average common shares outstanding, basic ~ 26,22¢ 25,08 25,95: 24,96¢
Diluted income per share data:
Net income per diluted share $ 0.3( 0.2: $ 0.7¢ $ 0.5¢
Weighted average common shares, diluted 27,69 26,79 27,47¢ 26,77¢




HMS HOLDINGS CORP. AND SUBSIDIARIES
Consolidated Balance Sheets
(In thousands, except share and per share amounts)

(unaudited)
September 30, December 31,
2009 2008
Assets
Current assets:
Cash and cash equivalents $ 69,532 $ 49,216
Accounts receivable, net of allowance of $627 gt&aber 30, 2009

and $664 at December 31, 2008 57,794 45,155
Prepaid expenses and other current assets, inglnéindeferred tax assets
of $831 at September 30, 2009 and $ 1,697 at Dieeefi, 2008, respectively 7,384 5,541

Total current assets 134,710 99,912

Property and equipment, net 17,910 17,757
Goodwill, net 82,342 82,342
Deferred income taxes, net 1,256 2,040
Intangible assets, net 20,336 19,823
Other assets 983 639
Total assets $ 257,537 $ 222,513
Liabilities @hShareholders' Equity
Current liabilities:
Accounts payable, accrued expenses and otheiitiedil $ 23,473 $ 22,859
Current portion of long-term debt 6,300 6,300
Total current liabilities 29,773 29,159
Long-term liabilities:
Long-term debt 6,300 11,025
Other liabilities 4,371 3,967

Total long-term liabilities 10,671 14,992

Total liabilities 40,444 44,151
Shareholders' equity:

Preferred stock - $.01 par value; 5,000,000 shau#tsorized; none issued -

Common stock - $.01 par value; 45,000,000 sharémdned,;

27,986,107 shares issued and 26,323,261 shar¢aralitgy at September 30, 2009;

27,174,875 shares issued and 25,512,029 shar¢aralitey at December 31, 2008 280 272
Capital in excess of par value 163,925 146,145
Retained earnings 62,285 41,562
Treasury stock, at cost; 1,662,846 shares at Séptedd, 2009

and December 31, 2008 (9,397) (9,397)
Accumulated other comprehensive loss - (220)

Total shareholders' equity 217,093 178,362

Total liabilities and shareholders' equity $ 257,537 $ 222,513




HMS HOLDINGS CORP. AND SUBSIDIARIES
Consolidated Statements of Cash Flows

For the Nine Months Ended September 30, 2009 and

(in thousands)
(unaudited)

Operating activities:
Net income
Adjustments to reconcile net income to net cashigeal by
operating activities:
Loss on disposal of fixed assets
Depreciation and amortization
Share-based compensation expense
Decrease/(increase) in deferred tax asset
Changes in assets and liabilities:
Increase in accounts receivable
Increase in prepaid expenses and other currertsasse
Increase in other assets

Increase/ (decrease) in accounts payable, accrpethges and

other liabilities
Net cash provided by operating activities

Investing activities:
Purchases of property and equipment
Acquisition of IntegriGuard LLC
Acquisition of PrudentRx, Inc.
Investment in software
Net cash used in investing activities

Financing activities:
Proceeds from exercise of stock options
Repayment of long-term debt
Excess tax benefit from exercised stock options

Net cash provided by financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental disclosure of cash flow information:
Cash paid for income taxes

Cash paid for interest

Supplemental disclosure of noncash investing diegui
Accrued purchase price relating to the PrudentRiaition
Accrued property and equipment purchases

Nine months ended Sept 30,

200¢ 200¢
20,723 $ 14,317
6 53
10,014 8,834
4,482 2,351
1,649 (640)
(10,195) (7,380)
(2,653) (888)
(6) (18)
669 (4,293)
24,689 12,336
(6,544) (4,908)
(5,217) -
- (4,030)
(1,193) (735)
12,054) (9,673)
5,733 1,647
(4,725) (4,725)
7,573 10,738
8,581 7,660
20,316 10,323
49,216 21,275
69,532 $ 31,598
7,165 $ 1,813
674 $ 979
- $ 466
774 -




HMS HOLDINGS CORP. AND SUBSIDIARIES
Reconciliation of net income to EBITDA and adjustecEBITDA

(In thousands, except share and per share amounts)
(unaudited)

As summarized in the following table, earnings befoterest, taxes, depreciation and amortizatod,
share-based compensation expense (adjusted EBIWMa&$19.1 million for the third quarter of 2009, an
increase of 31.1% over the same period a yearFagdhe nine months ended September 30, 2009,
adjusted EBITDA was $50.0 million, an increase 0% over the nine months ended September 30,

2008.

Reconciliation of net income to EBITDA and adjustecEBITDA

Net Income

Net interest expense

Income taxes

Depreciation and amortization, net of deferred
financing costs included in net interest expense

Earnings before interest, taxes, depregiatio
and amortization (EBITDA)
Share-based compensation expense
Adjusted EBITDA

Three Months Ended

Nine months Ended

September 30, September 30,
2009 2008 2009 2008
$ 8,379 $ 6,143 $ 20,723 $ 14,317
208 180 621 617
5774 4,448 14,319 10,368
3,211 2,993 9,889 8,662
17,572 13,764 45,552 33,964
1,562 833 4,482 2,351
$ 19,134 $ 14,597 $ 50,034 $ 36,315



