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PART I. FINANCIAL INFORMATION
Iltem 1. FINANCIAL STATEMENTS
Consolidated Balance Sheets

ASSETS
CURRENT ASSETS
Cash and cash equivalel
Marketable securities, at fair val
Accounts and notes receivable, less allowancedabtiul accounts of $4,400,000 in 2009 and
$3,214,000 in 200
Prepaid income taxce
Inventories and supplie
Prepaid expenses and otl
Total current asse
PROPERTY AND EQUIPMENT
Laundry and linen equipment installatic
Housekeeping equipment and office furnit
Autos and truck:

Less accumulated depreciati

GOODWILL

OTHER INTANGIBLE ASSETS, Less accumulated amorimabf $3,581,000 in 2009 and $2,466,000
in 2008

NOTES RECEIVABLE- long term portion, net of discou

DEFERRED COMPENSATION FUNDING, at fair val

DEFERRED INCOME TAXE- long term portior

OTHER NONCURRENT ASSET

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:

Accounts payabl

Accrued payroll, accrued and withheld payroll ta

Income taxes payab

Other accrued expens

Deferred income taxe

Accrued insurance clain

Total current liabilities

ACCRUED INSURANCE CLAIMS- long term portior
DEFERRED COMPENSATION LIABILITY
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERY EQUITY:
Common stock, $.01 par value: 100,000,000 shartt®azed, 45,689,000 shares issued in 2009 a
45,563,000 in 200
Additional paid in capita
Retained earning
Common stock in treasury, at cost, 2,206,000 stiar2809 and 2,335,000 in 20
Total stockholder equity
TOTAL LIABILITIES AND STOCKHOLDERS EQUITY

See accompanying notes.
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(Unaudited)

September 3( December 31

2009 2008
$ 37,437,000 $ 37,501,00
51,594,00 49,414,00
104,721,00 96,558,00
— 2,838,001
16,804,00 16,079,00
7,077,001 4,225,001
217,633,00 206,615,00
1,672,00! 1,767,00!
16,636,00 16,365,00
278,00( 93,00(
18,586,00 18,225,000
14,321,00 14,296,00
4,265,001 3,929,001
17,054,00 15,020,00
9,319,001 5,033,001
5,394,00! 3,202,001
10,241,00 8,287,00!
7,713,00! 6,386,00!
68,00( 89,00(
$271,687,00 $248,561,00
$ 8,377,000 $ 9,301,00!
24,872,000 14,365,00
329,00( —
1,433,001 679,00(
812,00( 754,00(
4,802,001 3,943,00I
40,625,00 29,042,00
11,206,00 9,201,001
10,484,00 8,636,00!
457,00( 456,00(
90,699,00 84,421,000
138,011,00 137,741,00
(19,795,00)  (20,936,00)
209,372,00 201,682,00
$271,687,00 $248,561,00
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Consolidated Statements of Income
(Unaudited)

Revenue!
Operating costs and expens
Costs of services provide
Selling, general and administrati
Other Income
Investment and intere

Income before income tax

Income taxe:

Net Income

Basic earnings per Common Sh

Diluted earnings per Common Shi

Cash dividends per Common Sh

Basic weighted average number of Common Sharetaodisag
Diluted weighted average number of Common Sharéganding

See accompanying notes.

For the Three Months Ended September 3(

2009
$178,829,00

155,228,00
11,936,00

1,709,00!
13,374,00
5,149,00!

$ 0.1¢
$ 0.1¢
$ 0.1€
43,626,00

44,334,00

2008
$ 152,978,00

134,228,00
9,615,001

157,00()
8,978,001

3,456,001

$ 0.1:
$ 0.12
$ 0.1t

43,143,00

43,980,00
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Consolidated Statements of Income
(Unaudited)

Revenue!
Operating costs and expens
Costs of services provide
Selling, general and administrati
Other Income
Investment and intere

Income before income tax

Income taxe:

Net Income

Basic earnings per Common Sh

Diluted earnings per Common Shi

Cash dividends per Common Sh

Basic weighted average number of Common Sharetaodisag
Diluted weighted average number of Common Sharéganding

See accompanying notes.

For the Nine Months Ended September 3(

2009
$510,134,00

438,950,00
36,328,00

3,803,001
38,659,00
14,883,00
$ 0.5t
$ 0.54
$ 0.54

43,540,00

44,224,00

2008
$ 448,155,00

387,157,00
30,318,00

753,00(
31,433,00
12,102,00
3 10331,00
$ 0.4t
$ 0.44
$ 0.4z

43,078,00

44,050,00
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Consolidated Statements of Cash Flows

(Unaudited)
For the Nine Months Ended
September 30,
2009 2008
Cash flows from operating activitie
Net Income $23,776,00  $19,331,00
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation and amortizatic 2,336,00! 2,152,001
Bad debt provisiol 1,956,00! 3,050,001
Deferred income tax benefi (1,269,001 (1,376,00i)
Stocl-based compensation expel 739,00( 529,00(
Amortization of premium on marketable securi 702,00(
Unrealized gain on marketable securi (589,000
Unrealized (gain) loss on deferred compensatiod famestment: (1,454,000 1,212,00!
Changes in operating assets and liabilit
Accounts and notes receival (10,119,00)  (14,788,00)
Prepaid income taxe 2,838,001 —
Inventories and supplie (449,000 (881,000)
Notes receivab- long term portior (2,192,00) 1,871,00!
Deferred compensation fundi (500,000 (162,000
Accounts payable and other accrued expe (261,00() (1,187,001
Accrued payroll, accrued and withheld payroll ta 10,025,00 10,198,00
Accrued insurance clain 2,864,00! 14,00(
Deferred compensation liabili 2,202,001 (773,000
Income taxes payab 329,00( (616,000
Prepaid expenses and other as 4,244,001 (148,000
Net cash provided by operating activit 35,178,00 18,426,00
Cash flows from investing activitie
Disposals of fixed asse 219,00( 6,00(
Additions to property and equipme (1,593,000 (1,046,001
Purchases of marketable securities, (2,294,00)
Cash paid for acquisitic (4,613,000
Net cash used in investing activiti (8,281,001 (1,040,001
Cash flows from financing activitie
Acquisition of treasury stoc — (4,666,00)
Dividends paic (23,506,00)  (18,077,00)
Repayment of debt assumed in acquisi (4,718,00)
Reissuance of treasury stock pursuant to Dividegid\Restment Pla 64,00( 46,00(
Proceeds from the exercise of stock opti 826,00( 3,054,001
Tax benefit from equity compensation pl: 373,00( 3,368,001
Net cash used in financing activiti (26,961,00)  (16,275,00)
Net decrease in cash and cash equiva (64,000 1,111,00!
Cash and cash equivalents at beginning of the ¢b 37,501,00 92,461,00
Cash and cash equivalents at end of the pi $37,437,00 $93,572,00
Supplementary Cash Flow Informatic
Cash payments for income taxes, net of reft $12,612,00 $ 5,883,00
Issuance of 66,000 shares of Common Stock relatadquisitior $ 4,494,000 $ —
Issuance of 49,000 shares of Common Stock in 206%4,000 shares of Common Stock in 2008
pursuant to Employee Stock Ple $ 777,000 $ 1,293,00

See accompanying notes.
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Consolidated Statements of Stockholders’ Equity

(Unaudited)
For the Nine Months Ended September 30, Z
Additional
Common Stocl Paic-in Retainec Treasury Stockholder’
Shares Amount Capital Earnings Stock Equity

Balance, December 31, 20 45,563,00 $456,00(  $84,421,000  $137,741,00 ($20,936,00) $201,682,00
Net income for the peric 23,776,00 23,776,00
Exercise of stock options and other

stock-based compensation, net ¢

5,000 shares tendered for paym 126,00( 1,00 758,00( 67,00( 826,00(
Share-based compensation expense —

stock options 532,00( 532,00
Tax benefit arising from Stock Plan

transaction: 373,00( 373,00(
Treasury shares issued for Deferred

Compensation Plan funding and

redemptions (21,000 share 331,00( 23,00( 354,00(
Shares issued pursuant to Employe

Stock Plans (49,000 shart 351,00( 426,00( 777,00(
Cash dividends - $.54 per common

share (23,506,00) (23,506,00)
Shares issued pursuant to Dividenc

Reinvestment Plan (4,000 shar 30,00( 34,00( 64,00(
Shares issued pursuant to acquisition

(66,000) 3,903,001 591,00( 4,494,00!
Balance, September 30, 20 45,689,00 $457,00(  $90,699,000 $138,011,00 $ (19,795,00) $209,372,00

See accompanying notes
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1 — Basis of Reporting

The accompanying financial statementsiasudited and do not include certain informatiod aote disclosures required by accoun
principles generally accepted in the United Stidesomplete financial statements. However, in @pinion, all adjustments (consisting of
normal recurring adjustments) considered neceseagyfair presentation have been included. Tharixad sheet shown in this report as of
December 31, 2008 has been derived from, and duiénaiude, all the disclosures contained in timaricial statements for the year ended
December 31, 2008. The financial statements shmuilgtad in conjunction with the financial statensearid notes thereto included in our
Annual Report on Form 10-K for the year ended Ddzem31, 2008. The results of operations for eitherquarter or nine month period
ended September 30, 2009 are not necessarily thaiaa the results that may be expected for thiefiical year.

As of September 30, 2009, we operate one whollyemsubsidiary, Huntingdon Holdings, Inc. (“Huntirgd). Huntingdon invests our cash
and cash equivalents, as well as manages our [imfonarketable securities. On March 1, 2009,sek our wholly-owned subsidiary
HCSG Supply, Inc. (“Supply”) for approximately $0(,000, financed principally through our acceptaoice secured promissory note which
is recorded in our notes receivable in the accoyipgrSeptember 30, 2009 balance sheet. As a refsiile Supply sale, we recorded an
immaterial gain in our 2009 first quarter consdi@hstatements of income.

On April 30, 2009, we executed an Asset Purchageédxgent to acquire essentially all of the asse@oaoitract Environmental Services, Inc.
(“CES"), a South Carolina based corporation whih provider of professional housekeeping, lauadiy food services to lorngrm care an
related facilities. We believe the acquisition &% expands and compliments our position of beirdalgest provider of such services to
long-term care and related facilities in the Unigtdtes. The aggregate consideration, subjectuosfuevision, was approximately
$16,279,000 consisting of approximately: (i) $4,808 in cash, (ii) a current issuance of approxalyab6,000 shares of our common stock
(valued at approximately $1,183,000) and a futsseance of approximately 265,000 shares (valuagmbximately $3,311,000) contingent
upon the achievement of certain financial targatsl, (iii) the repayment of approximately $4,718,00@ertain debt obligations of CES.
Additionally, pursuant to the transaction we asstiiaygproximately $2,454,000 of certain other lidig$ of the seller. The allocation of such
consideration has resulted in our recording inat@mpanying September 30, 2009 consolidated baktneet of the following assets:

(i) approximately $8,845,000 consisting primarifyagcounts receivable, (ii) $5,400,000 of amortieabtangible assets, and (iii) $2,034,000
of goodwill.

In preparing financial statements in conformityhwétccounting principles generally accepted in thédd States of America (“U.S. GAAP"),
we make estimates and assumptions that affecefiteted amounts of assets and liabilities and @sces of contingent assets and liabilities
at the date of the financial statements, as wahaseported amounts of revenues and expensegydhe reporting period. Actual results
could differ from those estimates. Significant msties are used for, but not limited to, our allogeafor doubtful accounts, accrued insurance
claims, asset valuations and review for potentigdairment, stock-based compensation, and
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deferred tax benefits. The estimates are based wgravus factors including current and historicahds, as well as other pertinent industry
and regulatory authority information. We regulaglaluate this information to determine if it is essary to update the basis for our estimates
and to compensate for known changes.

Inventories and supplies include housekeepingnlara laundry supplies, as well as food provisibmgentories and supplies are stated at
cost to approximate a first-in, first-out (FIFO)sig Linen supplies are amortized over a 24 moatiog.

Revenues from services provided and equipment aadeecorded net of sales taxes.

Note 2 — Fair Value Measurements and Marketable Secities

We, in accordance with U.S. GAAP, defiaie value as the price that would be receivedelban asset or paid to transfer a liability in
an orderly transaction between market participantie measurement date (exit price). Effectiveidanl, 2008, we elected the fair value
option for certain of our marketable securitiesghiaised since such adoption. Management electddithalue option for certain of our
marketable securities because it views such invastsecurities as highly liquid and available talb@vn upon for working capital purposes
making them similar to its cash and cash equivalent

Certain of our assets and liabilities are repoatefir value in the accompanying balance sheeitsh Sssets and liabilities include cash and
cash equivalents, marketable securities, accomotmates receivable, and accounts payable (induditome taxes payable and accrued
expenses). Additionally, the following tables pawifair value measurement information for our meakke securities and deferred
compensation fund investment assets as of Septe3b2009 and December 31, 2008.

As of September 30, 20(
Fair Value Measurement Usin

Significant
Quoted Price Other Significant
in Active Observable Unobservable
Carrying Markets Inputs Inputs
Amount Total Fair Value (Level 1) (Level 2) (Level 3)
Financial Asset
Marketable Securitie $51,594,00 $51,594,00 $51,594,00 $— $—
Deferred Compensation Fundi $10,241,00 $10,241,00 $10,241,00 $— $—

As of December 31, 20(
Fair Value Measurement Usin

Significant
Quoted Price Other Significant
in Active Observable Unobservable
Carrying Markets Inputs Inputs
Amount Total Fair Value (Level 1) (Level 2) (Level 3)
Financial Asset
Marketable Securitie $49,414,00 $49,414,00 $49,414,00 $— $—
Deferred Compensation Fundi $ 8,287,00 $ 8,287,00! $ 8,287,00! $— $—

For the quarter and nine month period ended Sepest) 2009, we recorded $217,000 and $589,000ecésely of unrealized gains from
marketable securities in the other income- inveatme
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and interest caption on our consolidated statenwfritcome. There were no unrealized gains or bssported in our consolidated statem
of income in either of the three or nine month pasiended September 30, 2008. Additionally, reponihin the other income- investment
and interest caption are realized gains from ouketable securities of $64,000 and $249,000, reésmdy, in the three and nine month
periods’ ended September 30, 2009.

Gross Gross

Amortized Unrealizec Unrealizec Estimatec

Cost Gains Losses Fair Value
September 30, 20(
Type of security

Marketable Securitie $49,859,00 $1,735,00! $— $51,594,00
Gross Gross
Amortized Unrealizec Unrealizec Estimatec
Cost Gains Losses Fair Value

December 31, 200
Type of security
Marketable Securitie $48,268,00 $1,146,00! $— $49,414,00

Note 3 — Goodwill and Other Intangible Assets

Goodwill represents the excess of the purchése over the fair value of net assets acquifdalisinesses and is not amortized. Goodwill
and indefinite-lived intangibles are evaluatedifopairment on an annual basis, or more frequehtippairment indicators arise, using a fair-
value-based test that compares the fair valueeo@siset to its carrying value.

The cost of intangible assets is based on faireghi the date of acquisition. Intangible assetts eéterminable lives are amortized on a
straight-line basis over their estimated usefel (fetween 7 and 8 years).

The following table sets forth the amounts of aleritifiable intangible assets subject to amortimgtivhich were acquired in the Summit and
CES acquisitions, and the amortization expensegrézed thereon for the quarter and nine month pegitded September 30, 2009. The CES
valuation represents a preliminary allocation ansubject to revision, although we do not belide=final allocation will have a material
impact on the amount recorded at this time.:

Acquisition Amortization Expens
Amount 3rdQuarte Nine Months
Customer Relationshiy $12,100,00 $432,00( $1,039,00!
Non-compete Agreemen 800,00( 25,00( 75,00(
Total $12,900,00 $457,00( $1,114,00
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The customer relationships have a weishateerage amortization period of seven years amahdim-compete agreements have a
weighted-average amortization period of eight yeaine following table sets forth the estimated aimation expense for intangibles subject
to amortization for the remaining three monthsuin 2009 fiscal year and the following four fiscalays:

Customel Non-Compete
Period/Yeal Relationship: Agreement: Total
October 1 to December 31, 20 $ 432,00( $ 25,00( $ 457,00(
2010 $1,729,00! $100,00( $1,829,00
2011 $1,729,00! $100,00( $1,829,00!
2012 $1,729,00! $100,00( $1,829,00
2013 $1,410,00! $100,00( $1,510,00!

The following table sets forth the amoohgoodwill as of September 30, 2009 which is eabjo impairment testing, rather than
amortization. The goodwill associated with the Gi€§uisition is deductible for tax purposes oveftadn year period.

CES Summit All other Total
$2,034,00 $13,408,000 $1,612,000 $17,054,00

The following table sets forth by repbitaoperating segment, as described in Note Sidle amounts of goodwiill:

Segmen Amount

Food $ 2,380,00I

Housekeepin 14,674,00
Total $17,054,00

Note 4 — Other Contingencies

We have a $33,000,000 bank line of credit tictvwe may draw to meet short-term liquidity regaients in excess of internally
generated cash flow. Amounts drawn under the [freradit are payable upon demand. At Septembe2@09, there were no borrowings
under the line of credit. However, at such datehae outstanding a $31,925,000 irrevocable stafettsr of credit which relates to payment
obligations under our insurance programs. As atre$the letter of credit issued, the amount aafali under the line of credit was reduced by
$31,925,000 at September 30, 2009. The line ofitoreguires us to satisfy two financial covenahit® are in compliance with the financial
covenants at September 30, 2009 and expect tancentd remain in compliance with such financial@wmants. This line of credit expires on
June 30, 2010. We believe the line of credit wéllrenewed at that time.

We provide our services in 47 states and are sutgjgaimerous local taxing jurisdictions within #gostates. Consequently, the taxability of
our services is subject to various interpretatigitbin these jurisdictions. In the ordinary coutdéusiness, a jurisdiction may contest our
reporting positions with respect to the applicatdiits tax code to our services, which may resuftdditional tax liabilities.
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We have tax matters with various taxing authorit@scause of the uncertainties related to botlptbbable outcome and amount of probable
assessment due, we are unable to make a reasestiblate of a liability. We do not expect the resioh of any of these matters, taken
individually or in the aggregate, to have a matex@iverse affect on our consolidated financial fiasior results of operations based on our
best estimate of the outcomes of such matters.

We are also subject to various claims and leg@&magtin the ordinary course of business. Someeddhmatters include payroll and employee-
related matters and examinations by governmental@gs. As we become aware of such claims and éegains, we provide accruals if the
exposures are probable and estimable. If an adeetseme of such claims and legal actions is restsgmossible, we assess materiality and
provide such financial disclosure, as appropriéte.believe that these matters, taken individuallindhe aggregate, would not have a
material adverse affect on our financial positiomesults of operations.

Congress has enacted a number of major laws dtivengast decade that have significantly alterethreaten to alter, overall government
reimbursement for nursing home services. Becauseliemts’ revenues are generally highly reliantvedicare and Medicaid reimbursement
funding rates and mechanisms, the overall effetitede laws and trends in the long term care ingbstve affected and could adversely
affect the liquidity of our clients, resulting ihdir inability to make payments to us on agreechymyment terms. These factors, in additic
delays in payments from clients, have resultechoh@uld continue to result in significant additbbad debts in the near future.

Note 5 — Segment Information

Reportable Operating Segments

We manage and evaluate our operatiohgdreportable segments. The two reportable segrartHousekeeping (housekeeping,
laundry, linen and other services), and Food (feerdices). Although both segments serve the saiem tlase and share many operational
similarities, they are managed separately duedtiindt differences in the type of service providasiwell as the specialized expertise required
of the professional management personnel respenfsibtelivering the respective segment’s servigés.consider the various services
provided within Housekeeping to be one reportaplerating segment since such services are rendarsdant to a single service agreement
and the delivery of such services is managed bgdinge management personnel.

Differences between the reportable segments’ dpgregsults and other disclosed data and our cimtaet financial statements relate
primarily to corporate level transactions, andréeording of transactions at the reportable segheset which use methods other than
generally accepted accounting principles. Additliynancluded in the differences between the replole segmentsiperating results and ott
disclosed data are amounts attributable to oursimvent holding company subsidiary. This subsid@égs not transact any business with the
reportable segments. Segment amounts reportediarggany elimination entries made in consolidati
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Housekeeping provides services in Canada, altheagéntially all of its revenues and net income, @®%oth categories, are earned in one
geographic area, the United States. Food provigiegces solely in the United States.

Housekeepin Food Corporate an
services services eliminations Total

Quarter Ended September 30, 2(

Revenue: $136,496,00 $ 42,322,000 $ 11,00( $178,829,00
Income before income tax $ 12,908,00 $ 1,431,000 $ (965,000(1) $ 13,374,00
Quarter Ended September 30, 2!

Revenue: $124,793,00 $ 29,423,000 $(1,238,001) $152,978,00
Income before income tax $11,542,00 $ 717,000 $(3,281,00)(1) $ 8,978,00
Nine Months Ended September 30, 2!

Revenue: $393,431,00 $116,567,00 $ 136,00( $510,134,00
Income before income tax $ 38,528,00 $ 5,194,000 $(5,063,000(1) $ 38,659,00
Nine Months Ended September 30, 2!

Revenue: $364,263,00 $ 84,256,000 $ (364,000 $448,155,00
Income before income tax $ 34,585,00 $ 2,696,000 $(5,848,00)(1) $ 31,433,00

(1) represents primarily corporate office cosl aglated overhead, as well as consolidated surgidioperations that are not allocated to
the reportable segmen

Total Revenues from Clients

The following revenues earned from ckediffer from segment revenues reported above dtigetinclusion of adjustments used for
segment reporting purposes by management. We ettadevenues from clients in the following seevicategories:

For the Quarter Ended September

2009 2008
Housekeeping servict $ 92,459,00 $ 85,048,00
Laundry and linen service 43,465,00 38,556,00
Food Service 42,305,00 28,861,00
Maintenance services and Otl 600,00( 513,00(
$ 178,829,00 $ 152,978,00

-12-




Table of Contents

For the Nine Months Ended September

2009 2008
Housekeeping servict $ 267,602,00 $ 249,924,00
Laundry and linen service 124,205,00 112,763,00
Food Service 116,527,00 83,870,00
Maintenance services and Otl 1,800,001 1,598,00i

$ 510,134,00

$ 448,155,00

Major Client
We have one client, a nursing home cfiditajor Client”), which accounted for the respe&ipercentages of our revenues as detailed
below:
2009 2009
Nine months 3rd quartel
Total revenue 13% 12%
Housekeepin 13% 12%
Food 12% 11%
2008 2008

Nine months 3rd quarte!

Total revenue 15% 14%
Housekeepin 14% 14%
Food 18% 16%

Additionally, at both September 30, 2009 and Decam®i, 2008, amounts due from such client represidets than 1% of our accounts

receivable balance. The loss of such client, agificant reduction in revenues from such cliembuld have a material adverse effect on the
results of operations of our two operating segmeéntaddition, if such client changes its paymenirts it would increase our accounts
receivable balance and have a material adverset effieour cash flows and cash and cash equivalents.

Note 6 — Earnings Per Common Share

A reconciliation of the numerator and diefinator of basic and diluted earnings per comni@mesis as follows:

Quarter Ended September 30, 2(

Income Shares Per-share
(Numerator) (Denominator’ Amount

Net income $8,225,00!
Basic earnings per common sh $8,225,00! 43,626,00 $ 168

Effect of dilutive securities
Options
Diluted earnings per common shi

708,00(

$8,225,00!

44,334,00 $  1¢
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Net income

Basic earnings per common sh

Effect of dilutive securities
Options

Diluted earnings per common shi

Net income

Basic earnings per common sh

Effect of dilutive securities
Options

Diluted earnings per common shi

Net income

Basic earnings per common sh

Effect of dilutive securities
Options

Diluted earnings per common shi

Quarter Ended September 30, 2(

Income Shares Per-share
(Numerator) (Denominator’ Amount
$5,522,00!I
$5,522,00! 43,143,000 $ 13
837,00(
$5,522,00! 43,980,00 $ .13
Nine Months Ended September 30, 2!
Income Shares Per-share
(Numerator (Denominator’ Amount
$ 23,776,00 43,540,000 $ .55
684,00( (.02)
$ 23,776,00 44,224,00 $ .54
Nine Months Ended September 30, 2(
Income Shares Per-share
(Numerator (Denominator, Amount
$ 19,331,00 43,078,00 $ 45
972,00( (.01)
$ 19,331,00 44,050,00 $ 44

Options to purchase 353,000 and 358,000 sharesnwinon stock at an average exercise price of $388ommon share were outstanding
during the three and nine month periods ended 8dqae30, 2009, respectively, but not included & ¢bmputation of diluted earnings per
common share because the options’ exercise priees greater than the average market price of theram shares, and therefore, would be

antidilutive.

Options to purchase 366,000 shares of common stioek average exercise price of $20.89 per comimare svere outstanding during each
of the three and nine month periods ended SepteBth&008, respectively, but not included in thenpatation of diluted earnings per
common share because the options’ exercise priees gveater that the average market price of themaan shares, and therefore, would be

antidilutive.

Note 7 — Dividends

We have paid regular quarterly cash d@imab since the second quarter of 2003. During
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the nine month period ended September 30, 200paiceregular cash dividends totaling $23,506,00fblews.

1stQuarter 2 ndQuarter 3rdQuarter
Cash dividend per common shi $ A7 $ .18 $ ¢
Total cash dividends pa $ 7,388,00 $7,826,00! $8,292,00
Record datt February € April 24 July 24
Payment dat February 2 May 15 August 7

On October 13, 2009, our Board of Directors dedareegular quarterly cash dividend payment of $&0common share to be paid on

November 6, 2009 to shareholders of record as tdliec 23, 200¢

Note 8 — Share-Based Compensation

Stock Options
During the nine month period ended Sepwm30, 2009, the stock option activity under c2@2 Stock Option Plan,

1995 Incentive

Non-Qualified Stock Option Plan for key employees, 4886 Non-Employee Director’s Stock Option Planl@mively the “Stock Option

Plans”), was as follows:

Weighted Averag

Remaining
Contractua Aggregate
Weighted Averag: Number Life Intrinsic
Price of Shares (In Years) Value
Outstanding, January 1, 20 $ 10.1¢ 1,896,00!
Granted 15.5¢ 421,00(
Cancellec 19.0C (30,000
Exercisec 6.5¢ (138,000
Outstanding, September 30, 2( $ 11.31 2,149,00i 5.2¢  $16,055,00
Options exercisable as of September 30, ? 1,458,001 3.5z $14,914,00
The following table summarizes information abowicktoptions outstanding at September 30, 2009.
Options Outstandin Options Exercisab
Average Weighted Weighted
Remaining Average Average
Exercise Number Contractue Exercise Number Exercise
Price Rangt Qutstanding Life Price Exercisable Price
$ 1.50-2.7¢ 185,00( 2.0¢€ $ 2.64 185,00( $ 2.64
3.01-5.5¢ 561,00( 3.71 4.7¢ 561,00( 4.7¢
9.10- 9.1C 311,00( 5.24 9.1C 311,00( 9.1C
13.81- 15.5¢ 739,00( 5.7C 14.7¢ 330,00( 13.81
$20.89- 20.8¢ 353,00t 8.2¢ 20.8¢ 71,00( 20.8¢
2,149,001 5.24 $ 11.31 1,458,001 $ 8.2F

Other information pertaining to option activity éhg the nine month periods ended September 30, @08%eptember 30,
follows:
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Septembe Septembe

30, 200¢ 30, 200¢
Weighted average gre-date fair value of stock options grant $1,545,00! $2,237,00
Total fair value of stock options veste $ 447,00( $ -0-
Total pre-tax intrinsic value of stock options exercis $1,535,00! $9,092,00!
Total pre-tax shar-based compensation expense charged against in $ 532,00 $ 335,00(
Total unrecognized compensation expense relatadn-vested options $2,615,00! $1,902,00!

Under our Stock Option Plans at September 30, 2608jdition to the 2,150,000 shares issuable @untsto outstanding option grants, an
additional 2,011,000 shares of our Common Stockaaadlable for future grants. Options outstanding axercisable were granted at stock
option prices which were not less than the fairketwvalue of our Common Stock on the date the optiwere granted and no option has a
term in excess of ten years. Additionally, with theeption of the options granted in 2009 and 26p8pns became vested and exercisable
either on the date of grant or commencing six meafter the option grant date. The options graineé&®09 and 2008 become vested and
exercisable ratably over a five year period on gaearly anniversary date of the option grant.

At September 30, 2009, the total unrecognized cosgieon expense related to non-vested optiongpasted above, was expected to be
recognized through the fourth quarter of 2013 li@r ¢ptions granted in 2009 and the fourth quart@0a2 for the options granted in 2008.
The fair value of options granted in 2009 and 2@@8 estimated on the date of grant using the B&atleles valuation model with the
following weighted average assumptions:

2009 2008
Risk-free interest rat 2.5% 4.2%
Expected volatility 41.(% 35.9%
Weighted average expected life in ye 4.5 4.5
Dividend yield 3.6% 2.C%

Employee Stock Purchase Plan

Total pre-tax share-based compensatiperese charged against income for the three andmimth periods ended September 30, 2009
and September 30, 2008 for options granted undeEmyployee Stock Purchase Plan (“ESPP”) was:

2009 2008
3rd Quartel Nine Months 3rd Quartel Nine Months

$63,00C $207,00( $37,00( $194,00(

It is estimated, at this time, that the expengébatible to such share-based payments in the 200th quarter will approximate the average
of the amounts recorded in each of the first tlyearters of 2009. However, such future expenséectim our ESPP will be impacted by, and
be dependent on the change in our stock price s remaining period up to the December 31, 208&snrement date.

Such expense was estimated on the date of grarg the Black-Scholes valuation model with the failog weighted average assumptions:
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2009
3rd Quartel Nine Months
Risk-free interest rat 0.2% 0.2%
Expected volatility 62.% 62.5%
Weighted average expected life (in ye: 1.C aL{e
Dividend yield 3.€% 3.6%
2008
3rd Quarte! Nine Months
Risk-free interest rat 3.€% 3.€%
Expected volatility 38.8% 38.8%
Weighted average expected life (in ye: 1.C aL{e
Dividend yield 2.C% 2.C%

We may issue new common stock or re-issue comnomk $tom treasury to satisfy our obligations undey of our share-based
compensation plans.

Note 9 — Related Party Transactions

A person who served as a director up iy 19, 2009, as well as the brother of an offaed director (collectively “ Related Partig¢s”
have separate ownership interests in several diftalient facilities which have entered into seevagreements with us. During the nine
month periods ended September 30, 2009 and Sept@dp2008, the service agreements with the cfailities in which the Related Parti
have ownership interests resulted in aggregatentmseof $4,093,000 and $3,776,000, respectivelgeftember 30, 2009 and December 31,
2008, accounts and notes receivable from sucthitfesibf $1,633,000 (net of reserves of $1,389,@0@) $1,837,000 (net of reserves of
$739,000), respectively, are included in the accomgg consolidated balance sheets.

Another of our directors is a member of a law fisich was retained by us. During the nine monthaas' ended September 30, 2009 and
September 30, 2008, fees received from us by strohdid not exceed $100,000 in either period. Aiddidlly, such fees did not exceed, in
either period, 5% of such firm's revenues.

Note 10 — Income Taxes

For the nine month periods ended Septed®e2009 and 2008, our effective tax rate was8%8.Such differences between the
effective tax rates and the applicable U.S. fedstatlitory rate primarily arise from the effectstdite and local income taxes and estimated ta»
credits available to the Company.

We account for income taxes using the asset ahifitfjamethod, which results in recognizing incomag expense based on the amount of
income taxes payable or refundable for the culyeat. Additionally, we evaluate regularly the tasjtions taken or expected to be taken
resulting from financial statement recognition eftain items. Based on our evaluation, we haveladad that there are no significant
uncertain tax positions requiring recognition irr ou
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financial statements. Our evaluation was perforfoethe tax years ended December 31, 2006 thro06B 2with regard to U.S. federal
income tax returns) and December 31, 2005 thro@§I8 2with regard to various state and local incdaxereturns), the tax years which
remain subject to examination by major tax jurifidits as of September 30, 2009.

We may from time to time be assessed interestmmalpes by major tax jurisdictions, although anglsassessments historically have been
minimal and immaterial to our financial results. g#hwe have received an assessment for interesirgretialties, it has been classified in the
financial statements as selling, general and adtnative expense.

Note 11 — Subsequent Events

We evaluated all subsequent events flerdate of the balance sheet through October 1®, 2¢hich represents the date these
financial statements are being filed with the SERere were no events or transactions occurringhdutiis subsequent event reporting period
which require recognition or disclosure in the fingl statements.

Note 12 — Recently Issued Accounting Pronouncements

In December 2007, the Financial Accounting Stansl&uolard (the “FASB”) Accounting Codification Statem (“ASC”) 805-10 (formerly
SFAS 141R), “Business Combinations” (“ASC 805-1®3s issued. ASC 805-10 replaces prior guidancéesubject and requires the
acquirer of a business to recognize and measuiidéhéfiable assets acquired, the liabilities assd, and any non-controlling interest in the
acquiree at fair value. Additionally, it also remps transaction costs related to the business catidin to be expensed as incurred. ASC 805-
10 applies prospectively to business combinationsvhich the acquisition date is on or after thgibering of the first annual reporting period
beginning on or after December 15, 2008. The dffeatate, as well as our adoption date, for th@puacement was January 1, 2009. The
adoption did not have a material impact on our obdated financial statements.

In April 2008 the FASB issued ASC 350-30 (former8P No. 142-3), Determination of the Useful Lifdmtfingible Assets, which amends
the factors that should be considered in develomngwal or extension assumptions used to detertihhéaseful life of a recognized
intangible asset under ASC 350-10 (formerly SFA3)1%his pronouncement requires enhanced disclesumecerning a company’s
treatment of costs incurred to renew or extendeahm of a recognized intangible asset. It is effector financial statements issued for fiscal
years beginning after December 15, 2008. We deterunihat the standard will not have a material ichpa our consolidated financi
statements.

In May 2009, the FASB issued ASC 855-10 (formefBAS No. 165), “Subsequent Events,” which estabisleneral standards for
accounting for accounting for and disclosure ofres¢hat occur after the balance sheet date botdéie financial statements are issued or
are available to be issued. The pronouncementnesjthie disclosure of the date through which aityelmas evaluated subsequent events and
the

-18-




Table of Contents

basis for that date, whether that date represkatddte the financial statements were issued a& aaailable to be issued. It is effective with
interim and annual financial periods ending aftere]15, 2009. We adopted ASC 855-10 at the begjrwfiour 2009 third quarter. The
adoption did not have a significant impact on thiesequent events that we report, either througbgrgtion or disclosure, in our consolidated
financial statement

In June 2009, the FASB issued ASC 105-10 (form8RAS 168), “The FASB Accounting Standards Codifmaand the Hierarchy of
Generally Accepted Accounting Principles”. ASC 10bwill become the source of authoritative U.S. GArecognized by the FASB to be
applied by nongovernment entities. It also modiffes GAAP hierarchy to include only two levels oAGP; authoritative and non-
authoritative. ASC 105-10 is effective for finan@tatements issued for interim and annual pergrabng after September 15, 2009.
Therefore, the Company adopted ASC 105-10 forepenting in our 2009 third quarter. The adoptioth wbt have a significant impact on the
reporting of our financial position, results of ogigons or cash flows.

-19-




Table of Contents

ITEM 2 — MANAGEMENT'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS

Cautionary Statement Regarding Forward Looking Staements

This report and documents incorporated by refer@rtoethis report contain forward-looking statengewithin the meaning of Section 27A of
the Securities Act of 1933, as amended, and Se2fiéof the Securities Exchange Act of 1934 (thectiange Act”), as amended, which are
not historical facts but rather based on currepeetations, estimates and projections about ounéss and industry, our beliefs and
assumptions. Words such as “believes”, “anticipatgpdans”, “expects”, “will”, “goal”, and similarexpressions are intended to identify
forward-looking statements. The inclusion of forddwoking statements should not be regarded apragentation by us that any of our plans
will be achieved. We undertake no obligation tolmlyp update or revise any forward-looking statesemhether as a result of new
information, future events or otherwise. Such fadvaoking information is also subject to varioisgks and uncertainties. Such risks and
uncertainties include, but are not limited to, siskising from our providing services exclusivattie health care industry, primarily
providers of long-term care; credit and collectiaks associated with this industry; one clientcacting for approximately 13% of revenues
in the nine month period ended September 30, 26889 lote 5 — “Major Client” in the accompanying &oto Consolidated Financial
Statements); risks associated with our acquisifo@ontract Environmental Services, Inc., includingggration risks and costs, or such
business not achieving expected financial resultyoergies or failure to otherwise perform as etgd: our claims experience related to
workers’ compensation and general liability inswegrthe effects of changes in, or interpretatidiaws and regulations governing the
industry, our workforce and services provided, udahg state and local regulations pertaining totéxability of our services; and the risk
factors described in our Form 10-K filed with thec8rities and Exchange Commission for the year@ieember 31, 2008 in Part | under
"Government Regulation of Clients”, "CompetitioriService Agreements/Collections”, and under Itent'sk Factors”. Many of our
clients’ revenues are highly contingent on Medicard Medicaid reimbursement funding rates, whichgZess has affected through the
enactment of a number of major laws during the dasaide. These laws have significantly alterethr@atened to alter, overall government
reimbursement funding rates and mechanisms. Irtiaddthe current economic environment and govemtiageaction to such could
adversely affect prospective funding rates and meisims. The effect, overall, of these laws anddgen the long-term care industry have
affected and could adversely affect the liquidityor clients, resulting in their inability to makayments to us on agreed upon payment
terms. These factors, in addition to delays in pawyts from clients, have resulted in, and couldiooetto result in, significant additional bad
debts in the near future. Additionally, our opergtiesults would be adversely affected if unexpbotereases in the costs of labor and labor
related costs, materials, supplies and equipmeatt imsperforming services could not be passed autalients.

In addition, we believe that to improve our finalg@erformance we must continue to obtain servige@ments with new clients, provide n
services to existing clients, achieve modest gricezases on current service agreements with Bgistients and maintain internal cost
reduction strategies at our various operationalevFurthermore, we believe that our ability to
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sustain the internal development of managerialgrersl is an important factor impacting future opiegresults and successfully executing
projected growth strategies.

RESULTS OF OPERATIONS

The following discussion is intended toyide the reader with information that will be piell in understanding our financial statements
including the changes in certain key items in conmggfinancial statements period to period. We #@tdend to provide the primary factors
that accounted for those changes, as well as a apyrwhhow certain accounting principles affect imancial statements. In addition, we are
providing information about the financial resulfsoorr two operating segments to further assistidaustanding how these segments and their
results affect our consolidated results of openatid his discussion should be read in conjunctith wur financial statements as of
September 30, 2009 and December 31, 2008 and tizelpéhen ended and the notes accompanying tieemecfal statements.

Overview

We provide housekeeping, laundry, lirfanility maintenance and food services to the lheedire industry, including nursing homes,
retirement complexes, rehabilitation centers argphals located throughout the United States.

We believe that we are the largest provider of bkasping and laundry services to the long-term icahestry in the United States, rendering
such services to approximately 2,300 facilitied Tnstates and Canada as of September 30, 2009ughhwve do not directly participate in
any government reimbursement programs, our cligaisibursements are subject to government regulafiberefore, they are directly
affected by any legislation relating to Medicarel &tedicaid reimbursement programs.

We provide our services primarily pursuant to &divice agreements with our clients. In such agesgsnwe are responsible for the
management and hourly employees located at ountglifacilities. We also provide services on theib@f a management-only agreement for
a very limited number of clients. Our agreement$wiients typically provide for a one year servieem, cancelable by either party upon 30
to 90 days notice after the initial 90-day period.

We are organized into two reportable segments;di@eping, laundry, linen and facility maintenaritéqusekeeping’), and food services
(“Food™). Housekeeping is being provided at allaur approximately 2,300 client facilities, gertarg approximately 77% or $393,607,000
of total consolidated revenues in the nine montiogeended September 30, 2009. Food is being pedvid approximately 325 client
facilities and contributed approximately 23% or 6,627,000 of 2009 nine month period total constdidaevenues.

The services provided by Housekeeping consist pilynaf the cleaning, disinfecting and sanitizinfypatient rooms and common areas of a
client’s facility, as well as the laundering an@gessing of the personal clothing belonging toféiodity’s patients. Also within the scope of
this segment’s service is the laundering and psicgof the bed linens, uniforms and other assdieth items utilized by a client facility.

Food consists of providing for the development afenu that meets the patient’s dietary needs, leg@urchasing and preparing of the food
for delivery to the patients.
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As of September 30, 2009, we operate one whollyeasubsidiary, Huntingdon Holdings, Inc. (“Huntirgd). Huntingdon invests our cash
and cash equivalents, as well as managing ourghiortif marketable securities. On March 1, 2009,s0kl our wholly-owned subsidiary
HCSG Supply, Inc. (“Supply”) for approximately $0(,000, financed principally through our acceptaoice secured promissory note which
is recorded in our notes receivable in the accoyipgrSeptember 30, 2009 balance sheet. As a refsiile Supply sale, we recorded an
immaterial gain in our consolidated statement obime for the nine month period ended Septembe2(B19.

On April 30, 2009, we executed an Asset Purchageédxgent to acquire essentially all of the asse@ooitract Environmental Services, Inc.
(“CES"), a South Carolina based corporation whih provider of professional housekeeping, lauadiy food services to lorngrm care an
related facilities. We believe the acquisition &% expands and compliments our position of beiedalgest provider of such services to
long-term care and related facilities in the Unigtdtes. The aggregate consideration, subjectuosfuevision, was approximately
$16,279,000 consisting of approximately: (i) $4,808 in cash, (ii) a current issuance of approxalyab6,000 shares of our common stock
(valued at approximately $1,183,000) and a futsseance of approximately 265,000 shares (valuagmbximately $3,311,000) contingent
upon the achievement of certain financial targatsl, (iii) the repayment of approximately $4,718,00@ertain debt obligations of CES.
Additionally, pursuant to the transaction we asstiiaygproximately $2,454,000 of certain other lidig$i of the seller. The allocation of such
consideration has resulted in our recording inatt@mpanying September 30, 2009 consolidated baktneet of the following assets;

(i) approximately $8,845,000 consisting primarifyagcounts receivable, (ii) $5,400,000 of amortieabtangible assets, and (iii) $2,034,000
of goodwill.

Consolidated Operations

The following table sets forth, for therjpds indicated, the percentage which certainsteaar to consolidated revenues:

Relation to Consolidated Revent

For the Quarter Ended Sept . For the Nine Months Ended Sept .
2009 2008 2009 2008

Revenue: 100.(% 100.(% 100.(% 100.(%

Operating costs and expens

Costs of services provide 86.¢ 87.7 86.C 86.4
Selling, general and administrati 6.7 6.3 7.1 6.8
Investment and interest incor aL{e (.1 7 2
Income before income tax 7.5 5.8 7.6 7.C
Income taxe: 2.9 2.3 2.9 2.7

Net income 4.€% 3.6% 4.7% 3%

Subject to the factors noted in the Gmary Statement Regarding Forward Looking Statesnantuded in this report, we anticipate
our financial performance for the remainder of 2@@8y be comparable to the nine month period enéptetber 30, 2009 percentages
presented in the above table as they relate tootidated revenues.
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Housekeeping is our largest and core repatsdyment, representing approximately 77%, of dwtaged revenues in each of the quarter
and nine month periods ended September 30, 20@@l fevenues represented approximately 23% of ciolaget revenues in each of such
periods.

Although there can be no assurance tfiensobelieve that for the remainder of 2009 eafcHausekeeping’s and Food'’s revenues, as a
percentage of consolidated revenues, will remapr@pmately the same as their respective perceatageed above. Furthermore, we expect
the sources of growth for the remainder of 200aHierrespective operating segments will be primahié same as historically experienced.
Accordingly, although there can be no assuranaedtfigthe growth in Food is expected to come framaurrent Housekeeping client base,
while growth in Housekeeping is expected to coniarily from obtaining new clients.

2009 Third Quarter Compared with 2008 Third Quarter

The following table sets forth 2009 thipdlarter income statement key components that eéousvaluate our financial performance on
a consolidated and reportable segment basis, &sisvitle percentage changes of each compared 8tRi0d quarter amounts. The
differences between the reportable segments’ dpgregsults and other disclosed data and our cimlaget financial statements relate
primarily to corporate level transactions and rdatg of transactions at the reportable segment lghich use methods other than generally
accepted accounting principles.

Reportable Segmen

Percen Corporate an Housekeepint Food
Consolidatec increase eliminations Amount % increase Amount % increase

Revenue! $178,829,00 16.9% $ (11,000 $136,496,00 9.4% $42,322,00 43.8%
Cost of services provide 155,228,00 15.€ (9,250,001 123,587,00 9.1 40,891,00 42.4
Selling, general and

administrative expens 11,936,00 24.1 11,936,00 — —
Investment and interest

income 1,709,00I N/A 1,709,00! — —
Income before income tax $ 13,374,00 49.% $ 966,00( $ 12,909,00 11.€% $ 1,431,00! 99.6%
Revenues

Consolidated

Consolidated revenues increased 16.9$4 18,829,000 in the 2009 third quarter comparekilf?,978,000 in the 2008 third quarter as
a result of the factors discussed below under Rabler Segments.

Our Major Client accounted for 12% and&dl4espectively of consolidated revenues in theghmonth periods ended September 30,
2009 and September 30, 2008. The loss of sucht elieald have a material adverse effect on the testdiloperations of our two operating
segments. In addition, if such Major Client chaniggpayment terms it would increase our accoustgivable balance and have a material
adverse effect on our cash flows and cash andemgshalents.

Reportable Segments

Housekeeping's 9.4% net growth in reddeaegment revenues resulted primarily from reesraitributable to service agreements
entered into with new clients. CES accounted for
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approximately 4.0% of the third quarter’s net griowt reportable segment revenues.

Food’s 43.8% net growth in reportablensegt revenues is primarily a result of providing thervice to existing Housekeeping clients.
CES accounted for approximately 20.9% of such guarhet growth in reportable segment revenues.

We derived 12% and 11%, respectivelyHofisekeeping and Food’s 2009 third quarter revefroes our Major Client.

Costs of services provided

Consolidated

Cost of services provided, on a constdiddasis, as a percentage of consolidated revéoiutge 2009 third quarter decreased to
86.8% from 87.7% in the corresponding 2008 quaiitke. following table provides a comparison of thienary cost of services provided-key
indicators that we manage on a consolidated bagsaluating our financial performance

Incr

Cost of Services Provid-Key Indicators 2009 % 2008 % (Decr) %
Bad debt provisiol 3 1.4 (1.2
Workers¢ compensation and general liability insura 4.C 3.6 A

The decrease in bad debt provision resulted priynidm increased expense recorded in the 2008 thiarter relating to certain nursing
homes which filed for bankruptcy during that period

The slight increase in workers’ compensation antkegad liability insurance is primarily a resultwffavorable claims experience during the
quarter.

Reportable Segments

Cost of services provided for Housekegpas a percentage of Housekeeping revenues, @009 third quarter decreased to 90.5%
from 90.8% in the corresponding 2008 quarter. @bservices provided for Food, as a percentageotiFevenues, for the 2009 third qua
decreased to 96.6% from 97.6% in the correspor2d@® quarter.

The following table provides a comparison of thienairy cost of services provided-key indicatorsageercentage of the respective segment’s
revenues, which we manage on a reportable segrasist b evaluating our financial performance:

Cost of Services Provid-Key Indicators 2009 % 2008 % Incr (Decr) %
Housekeeping labor and other labor ct 81.4 81.€ (-2
Housekeeping suppli¢ 6.8 6.C .8
Food labor and other labor co 53.: B3.: —
Food supplie! 40.¢ 40.z .6

The decrease in Housekeeping labor and other taists, as a percentage of Housekeeping revensettedeprimarily from efficiencies
achieved in managing these costs at the facilitglleThe increase in Housekeeping supplies respitiedarily from vendor price increases.
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The increase in Food supplies, as a percentageanf Fevenues, resulted primarily from vendor piicgeases.

Consolidated Selling, General and Administrative Expense

Selling, general and administrative exgesn(*SG&A”) increased in the 2009 third quarte6td%, as a percentage of consolidated
revenues, compared to 6.3% in the 2008 third quarte increase is primarily attributable to recagrg a net $1,654,000 increase change in
compensation expense as a result of the increasariket value of the investments held in our DeféiCompensation Fund (in 2008 third
quarter a $721,000 reduction in such expense veasded). As further described below in Consoliddtee:stment and Interest Income, such
expense was offset by the recording of a similap@amh of income in that reporting caption. Excludthg Deferred Compensation Fund
investment impact in both three month periods, SG&#\percentage of consolidated revenues, would iesreased .6% in comparing the
periods. Such decrease is primarily a result ofaduility to control these expenses and compariegitto a greater revenue base in the current
period.

Consolidated | nvestment and | nterest | ncome

Investment and interest income, as agueage of consolidated revenues, increased to $,000 or 1.0% as a percentage of 2009 third
quarter consolidated revenues compared to a l08%5f,000 or negative .1% in the 2008 third quaiftee net increase is primarily
attributable to increase in market value of theestinents held in our Deferred Compensation Funditidaally, 2009 third quarter
consolidated investment and interest income wagrédoly impacted by increased returns on our mabketsecurities as compared to 2008
third quarter returns.

I ncome before | ncome Taxes

Consolidated

As a result of the discussion above egldb revenues and expenses, consolidated incoiomes iecome taxes for the 2009 third quarter
increased to 7.5 %, as a percentage of consolidat@thues, compared to 5.9% in the 2008 third quart

Reportable Segments

Housekeeping realized a 11.8% increageciome before income taxes in comparing the thresth periods ended September 30, Z
and September 30, 2008. CES contributed approxiyntg% of the quarter’s increase in income befoo®me taxes with the remaining
income before income taxes improvement being ati#ifile to the gross profit earned on Housekeepibi@d% organic revenue growth.

Food’s 2009 third quarter income before income ddarereased 99.6% in comparing it to the 2008 tyudrter. CES contributed
approximately 50.7% of the quarter’s increase @oine before income taxes. The gross profit earnaslio organic growth, as well as
efficiencies achieved in managing operations afdhdity level contributed the remaining approxim&8.9% of the quarter’s income before
income taxes increase.

Consolidated Income Taxes

Our effective tax rate for both of thee month periods ended September 30, 2009 andr8legt 30, 2008 was 38.5%. Our 38.5%
effective tax rate differs from the federal incotae
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statutory rate principally because of the effecttate and local income taxes and estimated taktsravailable to the Company.

Consolidated Net | ncome

As a result of the matters discussed epoansolidated net income for the 2009 third epraricreased to 4.6%, as a percentage of
consolidated revenues, compared to 3.6% in the #iiBquarter.

2009 Nine Month Period Compared with 2008 Nine Mottt Period

The following table sets forth for th@eimonth period ended September 30, 2009 incortenstat key components that we use to
evaluate our financial performance on a consolilated reportable segment basis, as well as them@ge changes of each compared to the
nine month period ended September 30, 2008 amounts.

Reportable Segmen

Percen Corporate an Housekeepint Food
Consolidatec increase eliminations Amount % incr Amount % incr

Revenue: $510,134,00 13.8% $ (136,000 $393,431,00 8.0% $116,567,00 38.2%
Cost of services provide 438,950,00 13.4 (27,326,00) 354,903,00 7.7 111,373,00 36.
Selling, general and

administrative expens 36,328,00 19.¢ 36,328,00 — —
Investment and interest

income 3,803,001 404.¢ 3,803,001 — —
Income before income tax $ 38,659,00 23.% $ (5,063,001 $ 38,528,00 11496 $ 5,194,00 92.1%
Revenues

Consolidated

Consolidated revenues increased 13.8%616,134,000 in the nine month period ended SepeBl 2009 compared to $448,155,000
in the same 2008 period as a result of the faclisissed below under Reportable Segments.

Our Major Client accounted for 13% and 15%, respelt of consolidated revenues in the nine monthiqos ended September 30, 2009 and
September 30, 2008.

Reportable Segments

Housekeeping's 8.0% net growth in reddaaegment revenues resulted primarily from areimee in revenues attributable to service
agreements entered into with new clients. CES ateduor approximately 2.2% of the nine month p@'smet growth in reportable segment
revenues.

Food’s 38.3% net growth in reportable segment regsris primarily a result of providing this servioeexisting Housekeeping clients. CES
accounted for approximately 12.6% of the nine mgahod’s net growth in reportable segment revenues

We derived 13% and 12%, respectively, of Housekaeppnd Food’s 2009 nine month period’s revenuas fitte Major Client.

Costs of services provided

Consolidated

Cost of services provided, on a constdiddasis, as a percentage of consolidated
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revenues for the nine month period ended SepteBhe2009 decreased to 86.0% from 86.4% in the sporeding 2008 period.

The following table provides a comparison of thienary cost of services provided-key indicators tvatmanage on a consolidated basis in
evaluating our financial performance

Incr

Cost of Services Provid-Key Indicators 2009 % 2008 % (Decr) %
Bad debt provisiol 4 7 (-3
Worker¢ compensation and general liability insura 3.6 34 .5

The decrease in bad debt provision resulted priynidm increased expenses recorded in the 2008 mionth period relating to certain
nursing homes which filed for bankruptcy duringtthariod.

The increase in workers’ compensation and geniataility insurance is primarily due to unfavoralslaims’ experience during the nine mo
period.

Reportable Segments

Cost of services provided for Housekegpas a percentage of Housekeeping revenues damile month period ended September 30,
2009 decreased to 90.2% from 90.5% in the corratipgr2008 period. Cost of services provided ford;as a percentage of Food revenues,
for the 2009 nine month period decreased to 95r6%h B6.8% in comparing it to the 2008 nine monthiquk

The following table provides a comparison of thienairy cost of services provided-key indicatorsagercentage of the respective segment’s
revenues, that we manage on a reportable segmsatibavaluating our financial performance:

Cost of Services Provid-Key Indicators 2009 % 2008 % Incr (Decr) %
Housekeeping labor and other labor ct 81.2 81.4 (:2)
Housekeeping suppli¢ 6.3 6.1 2
Food labor and other labor co 52.t 53.Z (.8)
Food supplie 39.¢ 39.¢ A

Housekeeping labor and other labor costs, as &pege of Housekeeping revenues remained essgnitidhanged with a slight .1%
decrease in such costs when comparing the twomareh periods. The increase in Housekeeping suppsulted primarily from vendor
price increases.

The decrease in Food labor and other labor costs percentage of Food revenues, resulted fromiegitiies achieved in managing these ¢
at all operating levels. Food segment supplies, parcentage of Food segment revenues, remainedtiefly unchanged recognizing a
slight .1% increase in such costs when compariagithe month periods.

Consolidated Selling, General and Administrative Expense

Consolidated selling, general and adrraiive expense increased to 7.1%, as a percenfagmsolidated revenues in the nine month
period ended September 30, 2009
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compared to 6.8% in the 2008 nine month period. imbease is primarily attributable to the affettecognizing a net $2,667,000 increase
change in compensation expense as a result ofithesise in market value of the investments hetiiirDeferred Compensation Fund ( in
2008 a $1,212,000 reduction is such expense wasded). As further described below in Consoliddteeéstment and Interest Income, such
expense was offset by the recording of a similao@amh of income in that reporting caption. Excludthg Deferred Compensation Fund
investment impact in both nine month periods, SG&@#uld decrease .2% in comparing the periods. Sechedse is primarily a result of our
ability to control these expenses and comparinmtteea greater revenue base in the current period.

Consolidated I nvestment and | nterest | ncome

Investment and interest income, as agmtage of consolidated revenues, increased ton##ei2009 nine month period compared
to .2% in the same 2008 period. The increase wasaply attributable to an increase in the markate of investments held in our Deferred
Compensation Fund. Additionally consolidated inwemtt and interest income was favorably impactethbgeased returns on our marketable
securities.

I ncome before | ncome Taxes

Consolidated

As a result of the discussion above eeldbd revenues and expenses, consolidated incoime llecome taxes for the nine month period
ended September 30, 2009 increased to 7.6%, asenpege of consolidated revenues, in comparis@n0& in the same 2008 period.

Reportable Segments

Housekeeping'11.4% increase in income before income taxesrsapily attributable to the gross profit earnedtba 5.8% increase
organic reportable segment revenues. CES contdlagproximately 2.7% of Housekeeping’s 2009 ninatimg@eriod’s increase in income
before income taxes.

Food’s income before income taxes increase of 92i% reportable segment basis is primarily attable to the gross profit earned on the
25.7% increase in organic reportable segment re@gand efficiencies achieved in managing operatibtise facility level. CES contributed
approximately 21.6% of Food’s 2009 nine month msdncrease in income before income taxes.

Consolidated | ncome Taxes

Our effective tax rate for both of th@@imonth periods ended September 30, 2009 andrSle@td0, 2008 was 38.5%. Absent any
significant change in federal, or state and loazgllaws, we expect our effective tax rate for tamainder of 2009 to approximate 38.5%. Our
38.5% effective tax rate differs from the federadlame tax statutory rate principally because ofetifiect of state and local income taxes and
estimated tax credits available to the Company.

Consolidated Net | ncome

As a result of the matters discussed epoansolidated net income for the nine months @&#ptember 30, 2009 increased to 4.7%, as
a percentage of consolidated revenues, compa®@% in the nine month period ended September (318.2
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Critical Accounting Policies and Estimates

The preparation of financial statementadcordance with accounting standards generatigpded in the United States requires
management to make estimates and assumptiondfietttae reported amounts of assets and liakslgiethe date of the financial statements
and the reported amounts of revenues and expeunseg the reporting period.

We consider the three policies discussed belovetoritical to an understanding of our financiatetaents because their application place
most significant demands on our judgment. Therefbshould be noted that financial reporting résutly on estimating the effect of matters
that are inherently uncertain. Specific risks fogge critical accounting policies and estimatesiaseribed in the following paragraphs. For
these estimates, we caution that future event/rdexelop exactly as forecasted, and the beshasgis routinely require adjustment. Any
such adjustments or revisions to estimates coslatren material differences to previously reporsgdounts.

The three policies discussed are not intended todmmprehensive list of all of our accounting gies. In many cases, the accounting
treatment of a particular transaction is specifjcdictated by accounting standards generally decejm the United States, with no need for
our judgment in their application. There are alszaa in which our judgment in selecting anotheilalske alternative would not produce a
materially different result. See our audited coitsdbd financial statements and notes thereto wéuiehincluded in our Annual Report on
Form 10-K for the year ended December 31, 2008¢hvbontain accounting policies and estimates aheratisclosures required by
accounting principles generally accepted in thetdéthBtates.

Allowance for Doubtful Accounts

The Allowance for Doubtful Accounts (the “Allowarigés established as losses are estimated to hemgrieed through a provision for bad
debts charged to earnings. The Allowance is evatlbased on our periodic review of accounts andsn@tceivable and is inherently
subjective as it requires estimates that are stibtepo significant revision as more informatioadomes available.

We have had varying collection experience with eespo our accounts and notes receivable. Whenaxiotl terms are not met, we
generally encounter difficulty in collecting amosmiue from certain of our clients. Therefore, weehsometimes been required to extend the
period of payment for certain clients beyond catttral terms. These clients include those who hesmihated service agreements and slow
payers experiencing financial difficulties. In madgicredit evaluations, in addition to analyzing anticipating, where possible, the specific
cases described above, we consider the generattofi risks associated with trends in the longateare industry. We also establish credit
limits, perform ongoing credit evaluations, and fi@maccounts to minimize the risk of loss.

In accordance with the risk of extending credit,regularly evaluate our accounts and notes reckifabimpairment or loss of value and
when appropriate, will provide in our Allowance &uch receivables. We generally follow a policyeserving for receivables due from
clients in bankruptcy, clients with which we arditigation for collection and other slow payindesits. The reserve is based upon our
estimates of ultimate collectibility. Correspondingynce our recovery of a receivable is determitinedugh either litigation, bankruptcy
proceedings or
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negotiation to be less than the recorded amouwouoialance sheet, we will charge-off the applieashount to the Allowance.

Our methodology for the Allowance is based upoiskibased evaluation of accounts and notes redeisociated with a client’s ability to
make payments. Such Allowance generally consiséahitial amount established based upon crigeizgerally applied if and when a client
account files bankruptcy, is placed for collectlibig/ation and/or is considered to be pending adit/litigation. The initial Allowance is
adjusted either higher or lower when additionabinfation is available to permit a more accuratarege of the collectibility of an account.

Summarized below for the nine month period endqude®eber 30, 2009 and year ended December 31, 28GBeaaggregate account
balances for the three Allowance criteria notedvabaet writeeffs of client accounts, bad debt provision andwaéince for doubtful accoun

Aggregate Accour
Balances of Client
in Bankruptcy ol

Period In/Pending Net Write-Offs Bad Debt Allowance for
Ended Collection/Litigation of Client Accounts Provision Doubtful Accounts
September 30, 20( $9,954,00 $ 770,00( $1,956,00 $4,400,00!
December 31, 20C $8,417,00 $5,304,001 $4,234,00 $3,214,00

At September 30, 2009, we identified accounts itede$9,954,000 that require an Allowance basedaiargial impairment or loss of value.
An Allowance totaling $4,400,000 was provided foete accounts at such date. Actual collectionlesfet accounts could differ from that
which we currently estimate. If our actual colleatiexperience is 5% less than our estimate, tldeckincrease to our Allowance would
decrease net income by $171,000.

Notwithstanding our efforts to minimize credit riskposure, our clients could be adversely affeftedure industry trends, as more fu
discussed under Liquidity and Capital Resourcesvinednd as further described in our 2008 AnnualdRegn Form 10-K in Part | under
“Risk Factors”, “Government Regulation of Clientgid “Service Agreements/Collections”, change irhsaenanner as to negatively impact
the cash flows of our clients. If our clients expece a negative impact in their cash flows, it ldcwave a material adverse effect on our

results of operations and financial condition.

Accrued Insurance Claims

We currently have a Paid Loss Retrospective Insigr&tan for general liability and workers’ compeitsainsurance, which comprise
approximately 26% of our liabilities at Septemb@r 3009. Our accounting for this plan is affectgd/arious uncertainties because we must
make assumptions and apply judgment to estimateltineate cost to settle reported claims and clamarred but not reported as of the
balance sheet date. We address these uncertdiptiegularly evaluating our claims’ pay-out expade, present value factor and other
factors related to the nature of specific claimaiririving at the basis for our accrued insurana@t estimate. Our evaluations are based
primarily on current information derived from rewig our
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claims experience and industry trends. In the etrattour claims experience and/ or industry trenedsilt in an unfavorable change, it would
have a material adverse effect on our consolidesults of operations and financial condition. Urithese plans, predetermined loss limits
are arranged with an insurance company to limit looir per-occurrence cash outlay and annual insarplan cost.

For workers’compensation, we record a reserve based on therpreslue of future payments, including an estineditelaims incurred but n
reported, that are developed as a result of aweofeour historical data and open claims. The presealue of the payout is determined by
applying an 8% discount factor against the estichatdue of the claims over the estimated remaipiaagrout period. Reducing the discount
factor by 1% would reduce net income by approxitye#83,000. Additionally, reducing the estimateg@at period by six months would
result in an approximate $76,000 reduction in nebime.

For general liability, we record a reserve for #stimated ultimate amounts to be paid for knowimtaThe estimated ultimate reserve
amount recorded is derived from the estimated cltagerves provided by our insurance carrier redbgesh historical experience factor.

Asset Valuations and Review for Potential Impairmeh

We review our fixed assets, goodwill and otherrigible assets at least annually or whenever ewgridBanges in circumstances indicate that
its carrying amount may not be recoverable. Thitexe requires that we make assumptions regardiayatue of these assets and the cha

in circumstances that would affect the carryingieadf these assets. If such analysis indicatesathassible impairment may exist, we are
then required to estimate the fair value of thetiaad, as deemed appropriate, expense all ottiapof the asset. The determination of fair
value includes numerous uncertainties, such asrthact of competition on future value. We beliekattwe have made reasonable estimates
and judgments in determining whether our long-tassets have been impaired; however, if there iatanml change in the assumptions used
in our determination of fair value or if there isnaterial change in economic conditions or circameses influencing fair value, we could be
required to recognize certain impairment chargdblerfuture. As a result of our most recent reviaveschanges in asset values were requ

Liquidity and Capital Resources

At September 30, 2009, we had cash and cash eqotgabnd marketable securities of $89,031,000nammiding capital of $177,008,000
compared to December 31, 2008 cash and cash egpisaand marketable securities of $86,915,000nammkling capital of $177,573,000. v
view our cash and cash equivalents, and markesallgrities as our principal measure of liquidityr @urrent ratio at September 30, 2009
decreased to 5.4 to 1 compared to 7.1 to 1 at Dieeefil, 2008. This decrease resulted from the grofrpayments for accrued payroll,
accrued and withheld payroll taxes, as well agithang of payments for income taxes and insurarrogiams, which were offset by the
increase in accounts and notes receivable resdtting primarily from our 13.8% increase in revenu@s an historical basis, our operations
have generally produced consistent cash flow and hequired limited capital resources. We belieweaurrent and near term cash flow
positions will enable us to fund our continued eiptited growth.
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Operating Activities

The net cash provided by our operating adtisitvas $35,178,000 for the nine month period ei8atember 30, 2009. The principal
sources of net cash flows from operating activitteghis period were net income, non-cash chatgeperations for bad debt provisions, and
depreciation and amortization. Additionally, opergtactivities’ cash flows increased by $10,025,868G result of the timing of payments for
accrued payroll, accrued and withheld payroll ta¥é® operating activity that used the largest amhoticash during the nine month period
ended September 30, 2009 was a net increase &M1200 in accounts and notes receivable and lemy-botes receivable resulting
primarily from the 13.8% growth in the Company’92thine month period consolidated revenues.

Investing Activities

Our principal use of cash in investing acigstfor the nine month period ended September @9 2vas $4,613,000 expended for the CES
acquisition. Additionally, we expended $2,294,00d &1,593,000, respectively, for the net purcha$esarketable securities, and of
housekeeping equipment, computer software and egarif) and laundry equipment installations. Underaourent plans, which are subjec
revision upon further review, it is our intentiangpend an aggregate of approximately $500,00@gltiie remainder of 2009 for such capital
expenditures.

Financing Activities

In connection with the CES acquisition, we madsh payments of $4,718,000 for the repayme@ES debt assumed in the transaction.

We have paid regular quarterly cash dividesidse the second quarter of 2003. During the ninatmperiod ended September 30, 2009
we paid regular cash dividends totaling $23,506 @9@llows.

1stQuarter 2 ndQuarter 3rdQuarter
Cash dividend per common shi $ A7 $ .18 $ ¢
Total cash dividends pa $ 7,388,00 $7,826,00! $8,292,00!
Record datt February € April 24 July 24
Payment dat February 2 May 15 August 7

Additionally, on October 13, 2009, our Board of &itors declared a regular cash dividend of $.2@permon share to be paid on
November 6, 2009 to shareholders of record as tdligec 23, 200¢

Our Board of Directors reviews our dividend polmy a quarterly basis. Although there can be norasse that we will continue to pay
dividends or the amount of the dividend, we expecontinue to pay a regular quarterly cash diviién connection with the establishment
of our dividend policy, we adopted a Dividend Ra&stment Plan in 2003.

During the nine month period ended September 309 20e received proceeds of $826,000 from the éseaf stock options by employees
and directors. Additionally, as a result of dedowes derived from transactions in our equity compéas plans, we recognized an income tax
benefit of approximately $373,000.
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Line of Credit

We have a $33,000,000 bank line of credit tictvwe may draw to meet short-term liquidity reqaients in excess of internally
generated cash flow. Amounts drawn under the [freraxit are payable upon demand. At SeptembeP@09, there were no borrowings
under the line. However, at such date, we had audstg a $31,925,000 irrevocable standby letteredit which relates to payment
obligations under our insurance programs. As atre$the letter of credit issued, the amount aafali under the line of credit was reduced by
$31,925,000 at September 30, 2009.

The line of credit requires us to satisfy tiv@mncial covenants. Such covenants, and theires@ status at September 30, 2009, were as
follows:

Covenant Description and Requirem Status at September 30, 2(
Commitment coverage ratio: cash and cash equivsataost equal or Commitment coverage is 2.8
exceed outstanding obligations under the line yéiple of 2

Tangible net worth: must exceed $164,330, Tangible net worth is $183,000,0

As noted above, we complied with the financial ctases at September 30, 2009 and expect to cortiingmain in compliance with such
financial covenants. This line of credit expiresJume 30, 2010. We believe the line of credit élrenewed at that time.

Accounts and Notes Receivable

We expend considerable effort to collect timoants due for our services on the terms agreed wjitb our clients. Many of our clients
participate in programs funded by federal and sjateernmental agencies which historically have entered delays in making payments to
its program participants. Congress has enactedrdauof laws during the past decade that havefgigntly altered, or may alter, overall
government reimbursement for nursing home servBesause our clients’ revenues are generally retiarMedicare and Medicaid
reimbursement funding rates and mechanisms, thalbedfect of these laws and trends in the lorrgiteare industry have affected and could
adversely affect the liquidity of our clients, réigg in their inability to make payments to usagreed upon payment terms. These factors, in
addition to delays in payments from clients, haagutted in and could continue to result in sigaificadditional bad debts in the near future.
Whenever possible, when a client falls behind ikimgiagreed-upon payments, we convert the unpaiduats receivable to interest bearing
promissory notes. The promissory notes receivataeigle a means by which to further evidence theuwtoowed and provide a definitive
repayment plan and therefore may ultimately enhaunceability to collect the amounts due. At Septem®0, 2009 and December 31, 2008,
we had $10,353,000 and $6,418,000, net of reser@gsectively, of such promissory notes outstandialglitionally, we consider
restructuring service agreements from full serticenanagement-only service in the case of cerf@nts experiencing financial difficulties.
We believe that such restructurings may provideitis a means to maintain a relationship with thertlwhile at the same time minimizing
collection exposure.

As a result of the current economic crisis, maayest have significant budget deficits. State Madipaograms are experiencing increased
demand, and with lower revenues than projected, thge fewer resources to support their Medicatdyams. As a result, some state
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Medicaid programs are reconsidering previously apgd increases in nursing home reimbursement ararsidering delaying those
increases. A few states have indicated it is péssitey will run out of cash to pay Medicaid prosid, including nursing homes. Any of these
developments would adversely affect the liquidityor clients, resulting in their inability to makayments to us as agreed upon. Congress
has enacted major economic stimulus legislatiorclviniay help to counter the impact of the economigiscon state budgets. The legislation
includes the temporary provision of additional fedenatching funds to help states maintain theididaid programs. Given the volatility of
the economic environment, it is difficult to pretibe impact of this legislation on our clientgjdidity and their ability to make payments to
us as agreed.

We have had varying collection experience with eespo our accounts and notes receivable. Whenaxiotl terms are not met, we
generally encounter difficulty in collecting amosmtue from certain of our clients. Therefore, weehsometimes been required to extend the
period of payment for certain clients beyond caettral terms. These clients include those who hawaihated service agreements and slow
payers experiencing financial difficulties. In orde provide for these collection problems anddbaeral risk associated with the granting of
credit terms, we have recorded bad debt providionsn Allowance for Doubtful Accounts) of $1,956(in the nine month period ended
September 30, 2009 and $3,050,000 in the nine nperibd ended September 30, 2008. These provisgmesent approximately .4%

and .7%, as a percentage of total revenues forrasgtective periods. In making our credit evalustjon addition to analyzing and
anticipating, where possible, the specific casassrileed above, we consider the general collectgkassociated with trends in the long-term
care industry. We also establish credit limits f@en ongoing credit evaluation and monitor accouatminimize the risk of loss.
Notwithstanding our efforts to minimize credit riskposure, our clients could be adversely affeiftedure industry trends change in suc
manner as to negatively impact their cash flowsulf clients experience a negative impact in tbagh flows, it would have a material
adverse effect on our results of operations arahfifal condition.

At September 30, 2009, amounts due from our Maj@m€represented less than 1% of our accountsvaaie balance. However, if such
client changes its payments terms, it would inazeas accounts receivable balance and have a ailaddxierse affect on our cash flows and
cash and cash equivalents.

Insurance Programs

We have a Paid Loss Retrospective Insurarexe Bl general liability and workers’ compensatiosurance. Under these plans, pre-
determined loss limits are arranged with an insteazompany to limit both our per-occurrence cagtagwand annual insurance plan cost.

For workers’compensation, we record a reserve based on therpreslue of future payments, including an estineditelaims incurred but n
reported, that are developed as a result of awesfeur historical data and open claims. The presalue of the payout is determined by
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applying an 8% discount factor against the estichatdue of the claims over the estimated remaipiggrout period.

For general liability, we record a reserve for #stimated ultimate amounts to be paid for knowimtaThe estimated ultimate reserve
amount recorded is derived from the estimated clagerves provided by our insurance carrier redbgesh historical experience factor.

We regularly evaluate our claims’ pay-out expererpresent value factor and other factors relaietd nature of specific claims in arriving
at the basis for our accrued insurance claimsiegg. Our evaluation is based primarily on curiefatrmation derived from reviewing our
claims experience and industry trends. In the etrattour claims experience and/ or industry trenedsilt in an unfavorable change, it would
have an adverse effect on our results of operatiadginancial condition.

Capital Expenditures

The level of capital expenditures is generd#pendent on the number of new clients obtainedh Sapital expenditures primarily consist
of housekeeping equipment purchases, laundry ard Bquipment installations, and computer hardaadesoftware. Although we have no
specific material commitments for capital expengituthrough the end of calendar year 2009, we astithat for the remainder of 2009 we
will have capital expenditures of approximately 8800 in connection with housekeeping equipmentimases and laundry and linen
equipment installations in our clients’ facilitiess well as expenditures relating to internal gateessing hardware and software
requirements. We believe that our cash from opmnatiexisting cash and cash equivalents balanceradd line will be adequate for the
foreseeable future to satisfy the needs of ouraijmers and to fund our anticipated growth. Howesbnuld these sources not be sufficient
would, if necessary, seek to obtain necessary wgr&apital from such sources as long-term debguite financing.

Material Off -Balance Sheet Arrangements

We have no material off-balance sheet arramrgésnother than our irrevocable standby lettaredlit previously discussed.

Effects of Inflation

Although there can be no assurance thereohekieve that in most instances we will be ablestover increases in costs attributable to
inflation by passing such cost increases througiutcaclients.
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ITEM 3 — QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKE T RISK

Management does not believe that there iszaterial market risk exposure with respect to deniee or other financial instruments that
would require disclosure under this item.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Disclosure controls are procedures that asggded with the objective of ensuring that inforimatrequired to be disclosed in our reports
under the Securities Exchange Act of 1934 (the Haxge Act”), such as this Form 10-Q, is reporteddoordance with Securities and
Exchange Commission (“SEC”) rules. Disclosure calstare also designed with the objective of engpitiat such information is
accumulated and communicated to management, imgutle Chief Executive Officer and Chief Financficer, as appropriate, to allow
timely decisions regarding required disclosure.

Based on their evaluation as of Septembe@09, pursuant to Exchange Act Rules 13a-15(b)mamagement, including our Chief
Executive Officer and Chief Financial Officer, ele our disclosure controls and procedures (aseattfn Exchange Act 13a-15(e) are
effective.

In connection with the evaluation pursuanExthange Act Rule 13a-15(d) of our internal contnadr financial reporting (as defined in
Exchange Act Rule 13a-15(f)) by our managementuding our Chief Executive Officer and Chief Final®Officer, no changes during the
quarter ended September 30, 2009, were identifiaditave materially affected, or are reasonabblyiko materially affect, our internal
control over financial reporting.

Certifications
Certifications of the Principal Executive @#r and Principal Financial Officer regarding, amaiher items, disclosure controls and
procedures are included as exhibits to this Forr@10
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PART II. OTHER INFORMATION

ITEM 1 . Legal Proceedings Not Applicable

ITEM 1A. Risk Factors

There has been no material change in thefaigkrs from those set forth in Part I, Iltem 1AjsRFactors” in our Annual Report on Form
10-K for the year ended December 31, 2008.

ITEM 2. Unregistered Sales of Equity Securities andse of Proceeds
None

ITEM 3 . Defaults under Senior SecuritiesNot Applicable

ITEM 4. Submission of Matters to a Vote of SecurityHolders None

ITEM 5. Other Information.

a) None

ITEM 6. Exhibits
a) Exhibits-
31.1 Certification of Principal Executive Officeagsuant to Section 302 of the Sarbanes-Oxley A20OR
31.2 Certification of Principal Financial Officeugsuant to Section 302 of the Sarbanes-Oxley A2DOP
32.1 Certification of Principal Executive Officeufsuant to Section 906 of the Sarbanes-Oxley A206P, 18 U.S.C. Section 1350
32.2 Certification of Principal Financial Officengsuant to Section 906 of the Sarbanes-Oxley A206P, 18 U.S.C. Section 1350
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Exhibit 31.1

CERTIFICATION :
I, Daniel P. McCartney, Chief Executive Officerytify that:

1. | have reviewed this quarterly report on Forn-Q of Healthcare Services Group, Ir

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary
in order to make the statements made, in lighbefdircumstances under which such statements wade ot misleading with
respect to the periods covered by this reg

3. Based on my knowledge, the financial statésjeand other financial information included irstreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4.  The registrant’s other certifying officerdahare responsible for establishing and maintgmisclosure controls and procedures ( as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportings(defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared

b) designed such internal control over finahaporting, or caused such internal control owearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c) evaluated the effectiveness of the regissalisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; ar

d) disclosed in this report any change in #gagtrant’s internal control over financial repogithat occurred during the
registrant’s most recent fiscal quarter ( the regig’s fourth fiscal quarter in the case of anwaineport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5.  The registrant’s other certifying officerdahhave disclosed, based on our most recent e@uaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent function)

a) all significant deficiencies and materialakeesses in the design or operation of internairebaver financial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; anc

b) any fraud, whether or not material, thabiwes management or other employees who have Hiségn role in the
registran’s internal control over financial reportil

Date: October 16, 2009 /s/ Daniel P. McCartney
Daniel P. McCartney
Chief Executive Officer




Exhibit 31.

CERTIFICATION

I, Richard W. Hudson, Chief Financial Officer, défrthat:
1. | have reviewed this quarterly report on Forn-Q of Healthcare Services Group, Ir

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary
in order to make the statements made, in lighbefdircumstances under which such statements wade ot misleading with
respect to the periods covered by this reg

3. Based on my knowledge, the financial statésjeand other financial information included irstreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe periods presented in this rep

4.  The registrant’s other certifying officerdahare responsible for establishing and maintgmisclosure controls and procedures ( as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportings(defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. designed such disclosure controls and puresdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isiige prepared

b. designed such internal control over finahn@porting, or caused such internal control owearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princij

c.  evaluated the effectiveness of the regissalisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; ar

d. disclosed in this report any change in gggstrant’s internal control over financial repogithat occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5.  The registrant’s other certifying officerdahhave disclosed, based on our most recent e@uaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent function)

a. all significant deficiencies and materiabkeesses in the design or operation of internairebaver financial reporting
which are reasonably likely to adversely affectbgistrant’s ability to record, process, summaaizd report financial
information; anc

b. any fraud, whether or not material, thabires management or other employees who have Hiségn role in the
registran’'s internal control over financial reportil

Date: October 16, 2009 /s/ Richard W. Hudson
Richard W. Hudsor
Chief Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Healtfec&ervices Group, Inc., a Pennsylvania corpordtios “Company”) on Form 1@ for the
quarter ended September 30, 2009 as filed witlS#wurities and Exchange Commission on the dat@h@he “Form 10-Q"), I, Daniel P.
McCartney, Chief Executive Officer of the Compaaogrtify, pursuant to 18 U.S.C. Section 1350, apsatbpursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

1. The Form 10-Q fully complies with the requirems of section 13(a) or 15(d) of the Securitiestaxge Act of 1934 (15 U.S.C. 78m or
780(d); anc

2. The information contained in the Form 10-Qlyapresents, in all material respects, the finahcondition and results of operations of
the Compan:

/s/ Daniel P. McCartney
Daniel P. McCartney
Chief Executive Officer
October 16, 200




Exhibit 32.

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Healtfec&ervices Group, Inc., a Pennsylvania corpordtios “Company”) on Form 1@ for the
quarter ended September 30, 2009 as filed witlS#wirities and Exchange Commission on the dateh@he “Form 10-Q"), I, Richard W.
Hudson, Chief Financial Officer of the Company tiégrpursuant to 18 U.S.C. Section 1350, as adbptesuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

1. The Form 10-Q fully complies with the requirems of section 13(a) or 15(d) of the Securitiestaxge Act of 1934 (15 U.S.C. 78m or
780(d); anc

2. The information contained in the Form 10-Qlyapresents, in all material respects, the finahcondition and results of operations of
the Company

/s/ Richard W. Hudson
Richard W. Hudsor
Chief Financial Officer
October 16, 200




