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#1 Owner and operator of 
inpatient rehabilitation 
hospitals in terms 
of patients treated, 
revenues and number 
of hospitals

Number of 
states in which 
we operate

39
and Puerto Rico
  

173 Inpatient rehabilitation 
hospitals

Encompass Health Corporation

*as of December 31, 2025



We are well positioned 
for future growth

6 to 10
de novos per year

80 to 120
bed additions per year

6% to 8%
discharge CAGR

2023-2027 GROWTH TARGETS

Disclosures, including reconciliations to the most comparable 
GAAP financial measure, for non-GAAP financial information can 
be found in Appendix A to the Proxy Statement herein and at the 
end of the letter from the Chairman and CEO in this Annual Report.

Financial highlights 2025

$5,935.2
million in net operating 
revenue – up 10.5% 
from 2024

$1,267.9
million in adjusted EBITDA – 
up 14.9% from 2024

$817.9
million in adjusted free cash 
flow - up 18.5% from 2024

1.9x
net leverage ratio,
down from 2.2x in 2024



Operational highlights 2025

Capacity expansion 

• Opened 8 hospitals, adding 390 beds
• Added 127 beds to existing hospitals
• A total of 517 beds added to IRF 

capacity across 8 states and Puerto Rico

Total discharge growth

• Total discharge growth of 6.0%
• Treated approximately 7.5% of 

patients recovering from a stroke 
in the United States

Advanced technology

We expanded in-house hemodialysis service
to a total of 127 hospitals. Providing our 
patients dialysis on site without interrupting 
therapy or requiring travel improves patient 
satisfaction and lowers our cost of treatment.

Quality

We operate 149 hospitals 
that hold one or more of the 
following Joint Commission 
Disease-Specific Care 
Certifications in rehabilitation: 
stroke, hip fracture, cardiac, 
pulmonary, brain injury, 
amputee, Parkinson’s disease 
and spinal cord injury.

Clinical innovation

In 2021, we initiated our fall 
prevention model which 
combines predictive modeling 
with our core clinical practice 
protocols. Since then we have 
seen our fall rates per 1,000 
patient days improve 32%.



The information contained here includes forward-looking statements that reflect Encompass Health’s 
current outlook, views and plans with respect to future events, including the business outlook and growth 
targets. These forward-looking statements are based on assumptions the Company believes, as of the 
date hereof, are reasonable. Inevitably, there will be differences between such estimates and actual 
events or results, and those differences may be material. There can be no assurance any estimates, 
projections or forward-looking statements will be realized.

All such estimates, projections and forward-looking statements speak only as of the date hereof. 
Encompass Health undertakes no duty to publicly update or revise the information contained herein.

You are cautioned not to place undue reliance on the estimates, projections and other forward-looking 
statements here as they are based on current expectations and general assumptions and are subject to 
various risks, uncertainties and other factors, including those set forth in the Form 10-K for the year ended 
December 31, 2025, many of which are beyond Encompass Health’s control, that may cause actual 
events or results to differ materially from the views, beliefs and estimates expressed herein.

Forward-looking statements

We continued to provide 

high-quality care by placing   

our patients first.

84.6%

Discharge to community

6.1%

Discharge to SNF

8.6%

Discharge to acute

Encompass 
Health

Benchmark

82.0% Higher is better

8.3% Lower is better

8.9% Lower is better



Dear fellow shareholders,

Encompass Health produced strong financial results in 2025, generating revenue growth of 10.5% and 
adjusted EBITDA growth of 14.9%.1 These results reflect the skill and dedication of our workforce and our 
long-term investments in clinical initiatives and capacity expansion. We continue to believe these efforts 
have established important and sustainable competitive advantages.  

Our value proposition resonates with referral sources, payors and patients. In 2025, we cared for more than 
260,000 patients, resulting in total discharge growth of 6.0%. 

We generate significant levels of free cash flow. In 2025, our adjusted free cash flow of approximately  
$818 million1 funded our capacity investments; the repurchase of $158.0 million of our common stock; and 
cash dividends on our common stock totaling $71.1 million. Our year-end net leverage was 1.9x.1  

Our quality and patient outcome scores improved yet again and remain ahead of industry averages. For 
2025, our full-year discharge-to-community rate was 84.6% — up 100 basis points from 2024 — and our 
discharge-to-acute-care rate decreased 50 basis points to 8.6%. We are helping more patients recover and 
return home without subsequent 30-day acute care hospital readmissions. Acute care hospitals know they 
can reliably send complex patients to us when the time is right, reducing the number of unnecessary patient 
days in the relatively expensive acute setting. Our attractiveness as a partner is evidenced by the fact that 
67 of our 173 hospitals operated as joint ventures.

Encompass Health’s use of data analytics and Artificial Intelligence (AI) continues to benefit our patients 
and our company. In 2015, we began implementing predictive analytics to assess clinical variables related 
to acute care transfer risk and to generate action items, including clinician intervention when appropriate.  
We fully implemented our acute care transfer risk reduction model in 2017 and have achieved more than 
a 200-basis point decline in our acute care transfer rate since then. We have expanded this platform to 
provide clinicians with near-real-time evaluations of each patient’s fall risk. Since implementation of our fall 
risk model in 2021, our patient fall rate has decreased by 32%. In 2025, we leveraged our relationship with 
Palantir to focus on AI initiatives to streamline admission documentation and enhance our responses to 
claim denials. We recently extended and expanded our strategic relationship with Palantir and look forward 
to additional successes in 2026 and beyond. 

Further on the technology front, in 2025 we converted our Enterprise Resource Planning system to Oracle 
Fusion. Fusion provides us with a flexible and sustainable, cloud—based IT infrastructure to support our 
growing business.  

Our investment in new hospitals and bed additions exceeded $525 million in 2025. We opened eight 
new hospitals with 390 beds and added 127 beds to existing hospitals, providing a total of 517 beds of 
new patient capacity. In 2026, we expect to open eight new hospitals and add approximately 175 beds to 
existing hospitals. In addition to our two-pronged capacity expansion strategy — de novo hospitals and bed 
additions — we will begin opening small-format hospitals in 2027. This third modality of capacity expansion 
will facilitate a hub-and-spoke strategy in larger and growing markets.



There remains a significant unmet need for inpatient rehabilitation services in the U.S. The population in our 
average Medicare patient age range of 75 to 79 is growing approximately 4% annually, yet the supply of 
licensed inpatient rehabilitation facilities (IRFs) has grown only modestly since 2010. As a result, demand for 
intensive inpatient rehabilitative care for complex medical conditions, such as stroke, remains significantly 
underserved.   

Encompass Health is one of very few providers with the means to alter this equation. We treat more 
IRF-appropriate patients than any other provider, enabling us to develop and refine best-in-class clinical 
protocols that are implemented across our hospitals. Our state-of-the-art information systems, including 
our IRF-specific electronic medical record, support the identification, development and deployment of 
these clinical protocols. Our scale and clinical capabilities position us as a low-cost provider of high-quality 
inpatient rehabilitation care — exactly where we aim to be within the value chain.   

Encompass Health has never had greater opportunity, and we have never been better positioned to 
capitalize on it.

Thank you for your continued support.

Sincerely,

Greg Carmichael     Mark Tarr
Chairman, Board of Directors    President and Chief Executive Officer

1 Adjusted EBITDA and Adjusted free cash flow are non-GAAP financial measures, and the net leverage ratio referenced is defined as the ratio 
of consolidated total debt, net of cash on hand, to Adjusted EBITDA for the trailing four quarters. The corresponding GAAP financial measures, 
including reconciliations to those financial measures, can be found in Appendix A to the Proxy Statement herein and below.  

(Millions) 2025 2024

Net cash provided by operating activities 1,175.6$     1,002.8$     

Impact of discontinued operations 1.4            3.1            

Net cash provided by operating activities of continued operations 1,177.0      1,005.9      

Capital expenditures for maintenance (209.5)        (184.6)        

Distributions paid to noncontrolling interests of consolidated affiliates (152.1)        (125.0)        

Items not indicative of ongoing operating performance:
Transaction costs and related liabilities 2.5            (6.0)           

Adjusted free cash flow 817.9$      690.3$      







PRO
X

Y





PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents

Marketing / Brand Development x x x x

Healthcare /  Medical x x x x x x x x

Governance x x x x x x

Financial / Accounting x x x x x x x x

Legal / Compliance / Risk
Management

x x x x x x x x x

Public Policy / Regulatory / 
Government Relations

x x x x x x x x x

Technology / Cybersecurity x x x

Human Capital Management x x x x x x x

Stakeholder Relations x x x x x x x

M
r. 

C
ar

m
ic

ha
el

M
r. 

C
hr

is
tie

M
r. 

H
ay

es
M

s. 
H

er
m

an
M

s. 
K

at
z

M
r. 

O
’C

on
no

r
M

r. 
R

ei
dy

M
s. 

Sc
hl

ic
ht

in
g

M
r. 

Ta
rr

M
r. 

W
ill

ia
m

s



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of ContentsTable of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



Table of Contents



PRO
X

Y
Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



FO
RM

 10-K
Table of Contents



Table of Contents



Board of Directors
 

Chairman of the Board
Encompass Health Corporation

EDWARD M. CHRISTIE, III
resident and Chief 

Executive Officer Spirit Airlines, Inc.

JOAN E. HERMAN
President and Chief Executive Officer
Herman & Associates, LLC

LESLYE G. KATZ
Former Senior Vice President 
and Chief Financial Officer
IMS Health, Inc.

KEVIN O’CONNOR

 Corporation

CHRISTOPHER R. REIDY
Director
Embecta Corp.

NANCY M. SCHLICHTING
Director
Baxter International Inc.

MARK J. TARR
President and Chief Executive Officer
Encompass Health Corporation

TERRANCE WILLIAMS
President and Chief Executive Officer
TruStage Financial Group, Inc.

Executive Officers
MARK J. TARR
President and Chief Executive Officer

DOUGLAS E. COLTHARP
Executive Vice President and
Chief Financial Officer

PATRICK DARBY
Executive Vice President,
General Counsel and Secretary

ELISSA J. CHARBONNEAU, D.O.
Chief Medical Officer

ANDREW L. PRICE
Chief Accounting Officer

EDMUND M. FAY
Senior Vice President and Treasurer

Stockholder Information
PRINCIPAL CORPORATE OFFICES
Encompass Health Corporation
9001 Liberty Parkway
Birmingham, AL 35242
205.967.7116

INDEPENDENT REGISTERED PUBLIC 
ACCOUNTING FIRM
PricewaterhouseCoopers LLP
569 Brookwood Village, Suite 851
Birmingham, AL 35209

TRANSFER AGENT AND REGISTRAR
Written requests:
Computershare
P.O. Box 43006
Providence, RI 02940-3006

By overnight delivery:
150 Royall Street, Suite 101
Canton, MA 02021
1.877.456.7913 (U.S.)
1.781.575.4686 (non-U.S.)
web.queries@computershare.com

STOCK LISTING
Encompass Health Corporation common 
stock trades on the New York Stock 
Exchange under the symbol “EHC.”

STOCKHOLDER INFORMATION  
AND INQUIRIES
Stockholders and investors seeking 
information concerning stock 
ownership or Encompass Health 
generally are invited to contact 
Encompass Health’s Investor Relations 
by calling 205.969.4600 or sending 
an email to investorrelations@
encompasshealth.com.

Information concerning Encompass 
Health can also be obtained through our 
website at www.encompasshealth.com.

ANNUAL MEETING  
OF STOCKHOLDERS
The annual meeting will be held on
May , 202  at 11:00 a.m., central time, 

CERTIFICATIONS
Our chief executive officer and chief 
financial officer have filed with the 
Securities and Exchange Commission 
the certifications required by Section 
302 of the Sarbanes-Oxley Act of 2002 
as Exhibits 31.1 and 31.2 to the 
Company’s Annual Report on Form 10-K 
for the fiscal year ended
December 31, 202 .


