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EXPLANATORY NOTE

Matria Healthcare, Inc. (the “Company”) is filing this Amendment No. 1 on Form 10-Q/A (this “Amendment”) to its
Quarterly Report on Form 10-Q for the quarter ended September 30, 2006, which was originally filed with the
Securities and Exchange Commission (the “SEC”) on November 8, 2006 (the “Original Filing”), to amend and restate the
Company’s consolidated financial statements (the “Restatement”) for the three and nine months ended September 30,
2006. The Company is amending and restating its consolidated financial statements to record income tax expense
adjustments related to the quarterly period ended September 30, 2006.  In addition, the Company is restating its
consolidated financial statements to record adjustments to its Accrued liabilities and Goodwill as of September 30,
2006.

In 1999, the Company acquired substantially all of the assets of Gainor Medical Management, LLC (“Gainor”),
including its wholly owned subsidiary Facet Technologies, LLC ("Facet").   In connection with the purchase of
Gainor, the Company incorrectly calculated the purchase price allocation made for tax purposes in 1999. As a result,
when the Company disposed of Facet in September 2006, it incorrectly calculated the after-tax gain on the disposition
of Facet because the original purchase price allocation made in 1999 was incorrect. For the three months and nine
months ended September 30, 2006, the Company’s income tax expense on the gain on disposal of Facet was overstated
by approximately $7.3 million. Accordingly, the effects of the adjustments on the Company’s financial statements for
the three and nine months ended September 30, 2006 are an increase of $5.5 million to the long-term portion of
deferred tax assets, a decrease of $1.8 million to income taxes payable, and a corresponding decrease of $7.3 million
in income tax expense, which results in an increase to gain on disposal of Facet, net of income taxes, and an increase
in diluted earnings per share from discontinued operations of $7.3 million and $0.34, respectively, for the three and
nine months ended September 30, 2006. These adjustments do not affect the Company’s earnings from continuing
operations for these periods as previously reported.

In addition, the Company recorded adjustments to eliminate the contingent consideration liability, included in Accrued liabilities on the
consolidated condensed balance sheet, for the acquisition of WinningHabits, Inc. ("WinningHabits") as the contingency was not resolved and
additional consdieration was not issuable as of September 30, 2006.  The effects of the adjustments on the Company's consolidated balance sheet
as of September 30, 2006, were decreases in Goodwill and Accrued liabilities of $23.3 million.

For the convenience of the reader, this Amendment sets forth the Original Filing in its entirety. However, this
Amendment amends and restates Items 1, 2 and 4 of Part I, in each case as a result of, and to reflect, the Restatement
and related matters. For a description of the Restatement, see Note 2, “Restatement of Financial Statements,” to the
accompanying interim consolidated financial statements contained in this Amendment. In addition, Exhibits 31.1,
31.2, 32.1 and 32.2 of the Original Filing have been amended to contain currently dated certifications from the
Company’s Chief Executive Officer and Chief Financial Officer. No other information in the Original Filing is
amended hereby. The foregoing items have not been updated to reflect other events occurring after the filing of the
Original Filing or to modify or update those disclosures affected by subsequent events. Except for the amended
information related to the Restatement, the information in this Amendment is as of the date of the Original Filing and
the Company has not updated the disclosure contained herein to reflect events that occurred as of a later date.
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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements

Matria Healthcare, Inc. and Subsidiaries
Consolidated Condensed Balance Sheets

(Amounts in thousands, except per share amounts)
(Unaudited)

September 30, December 31,
2006 2005

(as restated)
ASSETS
Current assets:
Cash and cash equivalents $ 28,178 $ 22,758
Restricted cash 1,344 550
Trade accounts receivable, less allowances of $4,086 and
$3,886 at September 30, 2006 and December 31, 2005, respectively 55,888 33,996
Assets held for sale 30,322 132,455
Prepaid expenses and other current assets 8,631 6,588
Deferred income taxes 10,447 8,629
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