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HealthStream Announces First Quarter 2003 Results

NASHVILLE, Tenn.--(BUSINESS WIRE)--April 28, 2003--HealthStream, Inc. (NASDAQ/NM:HSTM) Highlights:

-- $4.4 mllion in first quarter 2003 revenues, up 25% over first
quarter 2002 and 9% over fourth quarter 2002

--  Net loss, excluding accounting change, inproves 60%to a | oss
of $1.4 mllion over the sane quarter in 2002

-- EBITDA, excluding accounting change, inproves by 78%to a | oss
of $558,000, leaving $18.8 nmillion in cash and investnents

-- 650,000 heal thcare professional subscribers now fully
i mpl emented on | nternet-based | earning network, up from
580,000 in prior quarter

-- Delivered 65 continuing education prograns at AORN Congress
for OR nurses, resulting in approxi mately 37,700 activity
regi strations

-- Surge in courseware utilization, in part due to H PAA
conpl i ance deadlines, resulted in sonme delays for users, which
have been addressed through accel eration of planned system
upgr ades

-- Hospital Direct launch deferred until late second quarter

HealthStream, Inc. (NASDAQ/NM:HSTM), a leading provider of learning solutions for the healthcare industry, announced today
results for the first quarter ended March 31, 2003.

Financial Results:
First Quarter 2003 Compared to First Quarter 2002

Revenues for the first quarter of 2003 increased by $900,000, or 25 percent, to $4.4 million, compared to $3.5 million for the
first quarter of 2002. This revenue growth reflects the progress made during the past year in our core strategy, including
growth in the subscriber base of our Healthcare Learning Center™ of $700,000 and $300,000 of growth in add-on courseware,
primarily HIPAA-related. Revenues from our live event activities increased modestly, up $100,000 over the prior year quarter.
These revenue increases were partially offset by lower maintenance fees of $100,000 related to our installed learning
management products and $100,000 of decreases in content development services. The proportion of revenues derived from
our Internet-based subscription products increased to 55 percent for the first quarter of 2003 from 39 percent during the same
quarter in 2002.

Gross margins (which we define as revenues less cost of revenues divided by revenues) improved to approximately 66 percent
for the first quarter of 2003 from 48 percent in the first quarter of 2002. The improvement is primarily a result of the revenue
increases mentioned above as well as consolidation of customer service operations that occurred during the first quarter of
2002. Net loss for the first quarter of 2003 was $1.4 million, or ($0.07) per share, compared to a net loss before the cumulative
effect of a change in accounting principle of $3.4 million, or ($0.17) per share for the first quarter of 2002. Effective January 1,
2002, we adopted a new accounting principle which resulted in a charge of $5.0 million for the cumulative effect of ($0.25) per
share. The improvement in net loss over the prior year quarter, excluding the cumulative effect of a change in accounting
principle, resulted from improved margins, reduced commission expense due to revised commission structures as well as
personnel and other operating expense reductions.



EBITDA (which we define as loss excluding cumulative effect of change in accounting principle and before interest, taxes,
depreciation, and amortization) improved to a loss of $558,000 for the first quarter of 2003, compared to a loss of $2.5 million
for the first quarter of 2002. This improvement is consistent with the factors mentioned above.

First Quarter 2003 Compared to Fourth Quarter 2002

Revenues were $4.4 million for the first quarter ended March 31, 2003 as compared with $4.1 million for the fourth quarter
ended December 31, 2002. Revenue improvements were experienced in our subscription-based product lines. Namely, the
Internet-based Healthcare Learning Center™ increased by $210,000 and add-on courseware (led by our HIPAA curriculum)
increased by $200,000. Revenues from our live event services increased moderately, driven by revenues associated with the
AORN Congress. These increases were partially offset by a decline in content development revenues of $140,000. In addition,
during the first quarter of 2003, approximately 55 percent of revenues were derived from our Internet-based subscription
products, compared to 52 percent for the fourth quarter of 2002.

Gross margins declined, as expected, from 70 percent for the fourth quarter of 2002 to 66 percent for the first quarter of 2003,
primarily as a result of increased royalties associated with our add-on courseware revenue growth and increases in cost of
revenues associated with the AORN Congress and other live event activities occurring during the first quarter of 2003. Net loss
for the first quarter ended March 31, 2003 was $1.4 million, or ($0.07) per share, compared to the fourth quarter 2002 loss of
$2.6 million, or ($0.13) per share. The improvement in net loss was primarily a result of lower commission expense consistent
with seasonal order value declines between the fourth quarter and first quarter and revised commission structures for 2003.
Improvement also resulted from lower operating expenses associated with consolidation of functions and related personnel
reductions.

At March 31, 2003, the Company had cash, investments, and related interest receivable of $18.8 million, compared to $20.4
million at December 31, 2002. The $1.6 million reduction for the first quarter of 2003 improved from the $2.6 million reduction
during the same period during 2002, but increased from the $0.8 million reduction experienced during the fourth quarter of
2002. The improvement over the same period in the prior year is consistent with the trends noted above. The increase over the
prior quarter is attributable to seasonal factors, including payment of a larger amount of December commission expense in
January and 2002 bonus compensation paid in March each year.

Hospital-based Customer Channel (HCO) Update

Our learning solutions are helping healthcare organizations improve their compliance with regulatory training that is mandated
by the Occupational Safety & Health Administration (OSHA), complete training that is required for accreditation by the Joint
Commission on Accreditation of Healthcare Organizations (JCAHO), and meet training requirements created by the Healthcare
Insurance Portability and Accountability Act (HIPAA). Our solutions help our customers train employees in multiple clinical
areas, reduce their organization's risk, and recognize significant cost-savings over traditional, classroom-based training.

At March 31, 2003, approximately 650,000 healthcare professionals were fully implemented to use HealthStream's Internet-
based Healthcare Learning Center™ for training and education, up from approximately 580,000 at year-end 2002. The total
number of contracted subscribers--both implemented (650,000) and in the process of being implemented (40,000)--is 690,000,
up from approximately 655,000 contracted subscribers at year-end 2002.

HealthStream continues to aggressively transition its customers using one of its installed learning management systems to the
Internet-based Healthcare Learning Center. In the first quarter, almost half of the newly contracted subscriptions, representing
approximately 27,000 healthcare professional subscribers, were among those who chose to make this transition.

Add-on courseware subscriptions to existing customers increased by 60,000 during the first quarter, driven primarily by sales of
HealthStream's HIPAA curriculum, bringing the total number to 180,000. HealthStream actively worked with its customers to help
them become compliant with HIPAA training requirements by the federally legislated, mid-April deadline. As their partner in
achieving this business objective, we monitored results and assisted our customers at every step in this process--with
measurably positive outcomes. For example, one of our larger customers with 10,000 employees was able to become fully
HIPAA compliant within a six-week window using our learning solutions.

Increased courseware utilization, particularly near the HIPAA training deadline--coupled with growth in our customer base of
healthcare organization using our Internet-based learning platform, resulted in a record number of course completions of
approximately 1,200,000 in the first quarter of 2003, up from approximately 800,000 during the fourth quarter of 2002, a 50
percent increase. With the number of healthcare professionals logging on to our platform at an unusually high rate, we
experienced a surge in utilization of our system that at times resulted in delays for users. In response, a series of planned
system enhancements were accelerated and other actions, including account management assistance, were taken that
enabled us to effectively accommodate our customers' needs. In addition, a major upgrade in our system infrastructure was
moved forward by six weeks and successfully implemented. As a result, we believe that the Company's system capacity has
been expanded to meet future activity in courseware demand from our customers for the foreseeable future.



Pharmaceutical and Medical Device Customer Channel (PMD) Update

HealthStream's pharmaceutical and medical device company customers continue to use our custom learning solutions to
support their education programs. For example, during the first quarter of 2003, Cordis Cardiology contracted for 10,000
clinical education packages designed for training radiologic and cath lab technicians on several of their products. Each clinical
package includes delivery of a presentation and a clinical syllabus to healthcare professionals, and is typically commercially
supported by a medical device company. Already delivered to approximately 5,500 clinical participants during the first quarter
of 2003, Cordis Cardiology has extended their plans to increase the number of healthcare professionals who participate in one
of HealthStream's clinical education packages throughout the coming year.

Commercially supported by 43 pharmaceutical and medical device company customers, HealthStream offered 65 continuing
education programs for OR nurses at the Association of periOperative Registered Nurses (AORN) Congress, held March 23-
27, 2003 in Chicago, lllinois. AORN represents more than 40,000 registered nurses who facilitate the management, teaching,
and practice of perioperative nursing, and members convene annually at the AORN Congress. Each of the 65 programs
produced by HealthStream was attended by an average of approximately 580 nurses, resulting in approximately 37,700 activity
registrations. Activity levels were comparable to last year.

During 2003, we are scheduled to launch HospitalDirect™, a new software application for training hospital-based healthcare
professionals about medical devices and/or pharmaceuticals. With reach through our substantial network of hospital
customers, we believe we are uniquely capable of offering this innovative learning solution to the industry that makes the
educational resources of medical device and pharmaceutical companies readily available to healthcare professionals working
in the nation's hospitals. As a result of the Company's initiative to accelerate its series of planned system enhancements, the
previously announced March 2003 launch date has been extended to mid-year 2003 for this product.

Financial Expectations

Second quarter revenues are expected to approximate $4.7 million with growth over the first quarter's results coming from
subscription revenues from both the Internet-based Healthcare Learning Center™, and add-on courseware as well as additional
content development contracts. We expect that gross margins will be comparable with the first quarter as a result of the
increase in content development revenues noted above. While we expect that product development and other general and
administrative expenses will be comparable with the first quarter, we anticipate that sales and marketing expenses will increase
as a result of both increased marketing spending and increases in selling costs, principally commissions. We expect our net
loss for the second quarter of 2003 to be comparable with the first quarter.

As a result of the progress made during the first quarter of 2003 and our expectations with respect to the second quarter, we
expect to achieve EBITDA positive results by the end of September 2003.

Commenting on first quarter results, Robert A. Frist, Jr., chief executive officer, said, "We continue to show increased utilization
of our learning solutions, growth of our network, and steady financial progress. Following record utilization of our system in the
fourth quarter, HealthStream experienced a significant 50 percent surge in utilization of our learning platform this quarter,
surpassing the fourth and fifth million course completion markers by April 1. Our learning network continued to grow, adding
70,000 fully implemented subscribers. In addition, we experienced steady financial progress, as evidenced by a 60 percent
improvement to a loss of $1.4 million over the same quarter in 2002."

A conference call with Robert A. Frist, Jr., chief executive officer, Arthur Newman, chief financial officer, and Susan Brownie,
vice president of finance and corporate controller, will be held on Tuesday, April 29, 2003 at 10:00 a.m. (EDT). To listen to the
conference, please dial 800-915-4836 if you are calling within the domestic U.S. If you are an international caller, please dial
973-317-5319. The conference may also be accessed online by going to www.healthstream.com/investor for the simultaneous
Webcast of the call, which will subsequently be available for replay.

About HealthStream

HealthStream (NASDAQ:HSTM) is a leading provider of learning solutions for the healthcare industry. Over a half-million
healthcare professionals currently subscribe to the Internet-based Healthcare Learning Center™, HealthStream's learning
platform. The Company's learning products and services are used by healthcare organizations to meet the full range of their
training needs, while, concurrently, supporting business objectives. Once subscribed to the Healthcare Learning Center™,
customers benefit from increased compliance, reduced risks, and improved learning effectiveness. In addition, HealthStream
has pioneered a new collaboration with pharmaceutical and medical device companies to assist them in product launch and
market education initiatives within the Company's nationwide network of hospital customers. Nine of the top ten medical device
companies and eight of the top ten pharmaceutical companies are among the organizations in HealthStream's growing
customer base. (www.healthstream.com)
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HEALTHSTREAM | NC.
Summary Fi nanci al Data
(I'n thousands, except per share data)

Three Mont hs Ended

March 31
2003 2002
Revenues $ 4,417 $ 3,535
Oper ati ng expenses:
Cost of revenues 1,495 1,832
Product devel opnent 955 1, 009
Sal es and marketing 1,129 1,561
Depreciati on and anortization 897 1,161
G her general and administrative 1,423 1, 649
Total operating expenses 5, 899 7,212
Operating | oss (1, 482) (3,677)
O her income, net 123 248
Net |oss, before cunulative effect of a change in
accounting principle (1, 359) (3,429)
Cumul ative effect of a change in accounting
principle -- (5, 000)
Net | oss $ (1,359) $ (8,429)
Net | oss per share:
Basic and diluted, before cumulative effect of a
change in accounting principle $ (0.07) $ (0.17)
Cumul ative effect of a change in accounting
principle(l) -- (0. 25)
Net |oss per share, basic and diluted $ (0.07) $ (0.42)
Wi ght ed average shares outstanding:

Basic and dil uted 20, 306 20, 196

Loss excluding cunmul ative effect of change in accounting principle
and before interest, taxes, depreciation and anortization, EBITDA(2):

Net | oss $ (1,359) $ (8,429)
I nterest incone (129) (257)
I ncone taxes 33 31
Depreciation and anortization 897 1,161

Loss before interest, taxes, depreciation and

anortization (558) (7,494)
Cumul ative effect of a change in accounting
principle -- 5, 000

Loss excluding cumul ative effect of change in
accounting principle and before interest,
taxes, depreciation and anortization $ (558) $ (2,494)




Loss excluding cunmul ative effect of change in
accounting principle and before interest, taxes,
depreciation and anortization per share $ (0.03) $ (0.12)

(1) Effective January 1, 2002, we adopted a new accounting standard,
which resulted in the discontinuation of anortization of goodw ||
and certain other intangible assets.

(2) Managenent uses EBITDA as an anal ytical indicator and believes
that the presentation of EBITDA allows for a nore conplete
anal ysis of operating performance. EBITDA should not be considered
as a neasure of financial performance under generally accepted
accounting principles because EBI TDA i s not a neasurenent
determ ned in accordance with generally accepted accounting
principles and is thus susceptible to varying cal cul ations.

EBI TDA, as presented, may not be conparable to other simlarly
titled neasures of other conpanies.

Heal t hStream | nc.
Condensed Consol i dat ed Bal ance Sheets
(I'n thousands)

March 31, Decenber 31

2003 2002(1)
ASSETS
Current assets:
Cash, short terminvestnents and rel ated
i nterest receivable $ 18,822 $ 17, 299
Accounts and unbilled receivabl es, net 3,958 3,595
Prepai d and other current assets 1,122 994
Total current assets 23, 902 21, 888
| nvest nent s - - 3, 066
Property and equi pment, net 2,567 2,668
Goodwi I | and intangible assets, net 4,570 4,957
O her assets 298 334
Total assets $ 31,337 $ 32,913
LI ABI LI TIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payabl e, accrued and other
liabilities $ 3,097 $ 3,563
Def erred revenue 3,635 3, 346
Current portion of long-termliabilities 54 67
Total current liabilities 6, 786 6,976
Long-termliabilities, net of current portion 26 41
Total liabilities 6,812 7,017

Shar ehol ders' equity:
Common st ock 91, 223 91, 223
Accunul ated deficit and ot her conprehensive
i ncone (66, 698) (65, 327)



Total sharehol ders' equity 24,525 25, 896

Total liabilities and sharehol ders'
equity $ 31,337 $ 32,913

Total cash, investnents, and rel ated
interest receivable $ 18,822 $ 20, 365

(1) Derived fromaudited financial statements contained in the
Conpany's filing on Form 10-K for the year ended Decenber 31,
2002.

This press release includes certain forward-looking statements (statements other than solely with respect to historical fact),
including statements regarding expectations for the financial performance for 2003 that involve risks and uncertainties
regarding HealthStream. These statements are based upon management's beliefs, as well as assumptions made by and data
currently available to management. This information has been, or in the future may be, included in reliance on the "safe
harbor" provisions of the Private Securities Litigation Reform Act of 1995. Investors are cautioned that such results or events
predicted in these statements may differ materially from actual future events or results. The Company's preliminary financial
results, while presented with numerical specificity, are forward-looking statements which are based on a variety of assumptions
regarding the Company's operating performance that may not be realized, and which are subject to significant uncertainties
and potential contingencies associated with the Company's year-end financial and accounting procedures and other matters
referenced from time to time in the Company's filings with the Securities and Exchange Commission. Consequently, such
forward-looking information should not be regarded as a representation or warranty by the Company that such projections will
be realized. Actual results may differ materially from those anticipated in any such forward-looking statements. The Company
undertakes no obligation to update or revise any such forward-looking statements.

CONTACT:
HealthStream Inc., Nashville

Arthur Newman, 615/301-3300
ir@healthstream.com

or

Media:

Mollie B. Condra, 615/301-3237
mollie.condra@healthstream.com
www.healthstream.com
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