Dear Shareholders,

Financially and operationally, 2004 was one of the most
successful years in LCA-Vision’s history. The efforts of

our committed team of employees helped deliver solid
financial results, create value for shareholders, and position
LCA-Vision as one of the leading providers of laser vision
correction surgery within the United States. We reported
across-the-board gains in the key financial and operational
metrics we track. Our impressive results are a testimony to
our strong business model and the thriving health of our
operations, as well as the favorable growth trends in the laser
vision correction industry.

Procedure volume increased 46% over 2003’s level, and we
have steadily increased the average price per procedure at
a compounded annual rate of approximatly 12% over the
past four years. Revenues increased 56% to approximately
$127.1 million from approximately $81.4 million in 2003.
The fourth quarter of 2004 marked the sixth consecutive
quarter of revenue growth exceeding 50%, reflecting
excellent growth at vision centers open at least 12 months
and strong growth in new markets. Also in 2004's fourth
quarter, same-store revenue growth exceeded 35% for

the sixth consecutive quarter, demonstrating successful
execution of our marketing strategies, as well as continued
strong demand for laser vision correction procedures. We
remain focused on growing same-store revenues as well as
expanding into new markets.

Net income and earnings per share also reached record
levels in 2004. We reported net income and earnings

per diluted share of approximately $32.0 million and

$1.54, including an income tax benefit of $16.4 million,
compared with net income and earnings per diluted share of
approximately $7.3 million and $0.44 for 2003. Excluding
the impact of the tax benefit, full-year 2004 net income and
earnings per diluted share were approximately $15.6 million
and $0.75.

Our financial condition remains strong, with a solid cash
position and little debt. Cash provided by operations
increased 128% to approximately $28.5 million from
approximately $12.5 million in 2003, and cash and short-
term investments increased to approximately $86.6 million
as of December 31, 2004 from approximately $64.9 million
as of December 31, 2003.

We recently strengthened our board of directors with the
addition of two new members, William F. Bahl and Thomas
G. Cody. Their proven leadership abilities and broad
experiences add tremendous value to our company that we
believe will be instrumental as we continue to execute our
expansion and profitability strategies. We are excited and
honored that they have chosen to serve on our board.

Other notable milestones for our company in 2004 included
the opening of seven laser vision correction centers. The
response received from consumers at each of these new
vision centers exceeded our expectations, with each vision
center reaching profitability ahead of our established six-
month target. Recognizing our strong financial performance
and solid cash flow position, our board of directors approved
a regular quarterly dividend payment in the third quarter, and
declared a 3-for-2 stock split in the fourth quarter. The pages
that follow highlight some additional achievements of 2004,
as well as our plans for 2005 and beyond.

We believe there are several key factors fueling our

exceptional growth:

— The market for laser vision correction continues to grow

— We are increasing market share in existing markets with
strong same-store revenue growth

— We are opening vision centers and hitting profitability
targets

In closing, | want to thank our dedicated employees who
consistently deliver exceptionally high levels of patient
satisfaction and terrific clinical outcomes. To our loyal
shareholders, | want you to know that we remain focused
on growth and profitability. We will continue to capitalize
on the strength of our proven business model, our sales
and marketing expertise, and our solid cash position as we
continue to grow and expand the LasikPlus brand.

Sincerely,

&4

Stephen N. Joffe
Chairman & Chief Executive Officer



Our Strategy for Growth

Our growth and profitability strategy is straight-
forward — providing patients with superior services
and leading clinical outcomes for laser vision
correction at an affordable price; improving market
share and increasing patient volume at existing
LasikPlus vision centers; and opening new vision
centers in new markets.

Continued Strong Demand for Laser
Vision Correction

Our 2004 financial results demonstrate not only the
soundness of our business model and the thriving
health of our operations, but also the favorable
growth trends in the laser vision correction industry.
The key operating metrics that drive profitability —
procedure volume, price realization, and marketing
effectiveness — remain strong. As the demand for
laser vision correction continues to expand, we
believe that our growth will continue to outpace the
industry.

LasikPlus ophthalmologists performed over 95,000
laser vision correction procedures in 2004, a 46%
increase over the 65,000 procedures performed in
2003. Industry sources! estimate that there were
approximately 1,300,000 laser vision correction
procedures performed in the United States in 2004,
a 16% increase from approximately 1,150,000
procedures performed in 2003. Based on this
information, we believe that our ophthalmologists
performed approximately 7% of all laser vision
correction procedures in the United States in 2004.

We have steadily increased the average price

per procedure at a compounded annual rate of
approximatly 12% over the past four years. We
believe our national market share! increased to
approximately 8% from approximately 6% in the
fourth quarter of 2003. Our target for marketing and
advertising expenses remains at $200 or less per
procedure in current markets. In 2004, we opened
seven new vision centers resulting in a slightly higher

marketing and advertising expense per procedure
of approximately $213. We will remain focused on
our key operating metrics throughout 2005 as we
continue to execute on our growth and profitability
strategies.

Market Expansion Exceeds Expectations
When opening a new vision center, we analyze a
number of factors, including demographic data, the
competitive environment, and the availability of
physicians and staff. We also establish a benchmark
for each new vision center to reach profitability
within six months of opening. In 2004, we opened
vision centers in Orlando, Toronto, San Antonio,
Jacksonville, St. Louis, Kansas City and Salt Lake
City. Positive consumer response at each of these
vision center locations continues to exceed our
expectations.

Currently, approximately 30% of the population

in the United States is located within a one-hour
drive of an existing LasikPlus vision center. By the
end of 2005, we intend to reach an additional 40%
of the United States population through continued
expansion into new markets. Although opening
new vision centers is a key component of our
growth strategy, we continue to remain focused on
improving market share and increasing volume at
our existing LasikPlus vision centers.

Our Growth is Propelled by Excellent
Outcomes & Word-of-Mouth Referrals

Our growth is attributable to many factors,
including enthusiastic word-of-mouth referrals and
endorsements from a pool of delighted patients;
our results-oriented direct-to-consumer marketing
strategies; prompt and attentive service in our
patient communication center; ongoing advances in
technology; and positive media reports on the laser
vision correction procedure. 2005 marks the 10th
anniversary of laser vision correction technology
receiving approval in the United States by the Food and
Drug Administration. A recent study? conducted by a



distinguished panel of medical professionals
representing different fields of medicine ranked laser
eye surgery as one of the top 25 medical stories of the
past 25 years.

Revenues in the U.S. for Laser Vision Correction
are Projected to be $2.6 Billion in 2005

Laser vision correction is a large and growing market
that we believe is both under-penetrated and highly
fragmented. We bring a proven business model and over
10 years of industry experience. With approximately

150 million Americans wearing glasses and/or

contact lenses, and only 4 million treated to date, we
believe our potential in the United States in 2005 and
beyond is significant. We are pleased with our 2004
performance, and are confident in our customer-driven,
affordably priced LasikPlus business model and our
prospects for the future.

1 MarketScope, February 2005
2 CNN.com, January 2005

Our Future is in Sight
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