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AMSURG CORP.

About The Company

Company Profile

AmSurg Corp. acquires, develops and operates ambulatory surgery centers in partnership with physicians. Headquartered in Nashville,
Tennessee, Amburg operated 189 ambulatory surgery centers at December 31, 2008. By focusing on the delivery of high quality,
low cost surgery services that create high patient and physician satisfaction, AmSurg Corp. creates value for the three constituencies
involved in every surgical procedure: the patient, the physician and the payor.

Financial Highlights

For the Years Ended
December 31,

2008 2007

(In thousands, except
per.share and center data)

Consolidated Statement of Earnings Data:

Revenue , $ 600,655 $518,311
Net earnings from continuing operations 49,512 41,766
Net earnings per share (diluted) from continuing operations $ 1.55 5 134
Weighted average number of shares and share equivalents outstanding (diluted) 31,963 31,102

Financial Position at Year End:

Cash and cash equivalents $. 31,548 $ 29,953
Working capital 85,497 83,792
Total assets 905,879 781,634
Long-term debt and other long-term obligations 288,251 232,223
Minority interest 66,079 62,006
Shareholders’ equity 460,429 411,225
Center Data:

Continuing centers at year end 189 169

Procedures performed during year ' 1,116,563 954,267




AMSURG CORP.

Letter to Shareholders

Fellow Shareholders

We are pleased to report that AmSurg had a very solid and
successful 2008. In achieving our financial guidance for the
year, we again produced substantial growth in revenues and net
earnings per share. Despite the pressures of a worsening economic
environment and reduced Medicare reimbursement, we improved
efficiency and defended our profit margins, which remained
consistent with the previous year. While our center additions for
2008 exceeded the high end of g2

our guidance, we continued
to fund a significant majority
of our capital expenditures
through our strong cash
flow from operations. As
a result, we maintained our
solid capital structure and
ample liquidity, leaving us
well positioned to pursue our
growth objectives for 2009.

vlormed Duri

Among these objectives, we
expect fto achieve further
growth in net earnings per
share, although at a lower
rate of growth due to limited |
visibility about the impact of Lol
the economic downturn on our g 2004

results and further reductions Semess i mcmasimmsnsminsiss
in Medicare reimbursement. For the longer term, however, we
remain fully confident of AmSurg’s continuing growth prospects
based on the strong dynamics of our industry, our leading market
position and the time-tested ability of our centers to provide the
highest quality care and produce outstanding patient and physician
satisfaction in the lowest priced modality for that care.

Steady Growth, Consistent Performance for 2008 — AmSurg’s
revenues for 2008 increased 16% to a record $600.7 million,
primarily as a result of a 16% increase in procedures to 1.1
million. Net earnings from continuing operations rose 19% to
$49.5 million, and net earnings from continuing operations per
dituted share were $1.55; up 16% from 2007. As anticipated, our
results for 2008 included a negative impact from the Medicare
DeficitReduction Act of 2005 of $0.05 per diluted share.

Our procedure growth for 2008 reflected both the addition: of
20 new centers during the year, which brought total continuing
centers in operation at year end to 189, and full-year operations
for centers added in 2007, OQur same-center revenues incregsed
% for 2008, including a negative impact of approximately
100 basis points from the revised Medicare payment system; as
a result of procedure growth within our same-center base. ‘We
offset the margin. impﬁot of reduced Medicare reimbursement,
as well as supply price increases and fuel surcharges, primarily
through a concentrated focus on expenise management. This focus
contributed to a 17% increase in EBITDA for 2008 to $112.8
million from $96.7 million for 2007.
from commumg operations were 8.2% of revenues for 2008
compared with 8.1% for 2007.

In addition, mt earmngs ‘

The Company’s cash flow from operations increased 15% for
2008 to $90.9 million, or 1.8 times net earnings from continuing
operations.  Our capital expenditures totaled $138.0 million,
consisting of expenditures for acquisitions of $118.7 million,
maintenance of $16.4 million and center development of $2.9
million. Even with the expenditures related to the significantly
higher-than-expected number of center acquisitions, our leverage
metrics at year-end were moderate and manageable. Our long-term
debt to total capitalization was 37% at the end of 2008 compared
with 35% at the end of 2007, Long-term debt to EBITDA for 2008
was 2.4 versus 2.3 for 2007.

Further Earnings Growth Expected for 2009 — We established
our financial guidance for the current year in February 2009,
with net earnings per diluted share for 2009 in a range of $1.64
to $1.67, which includes an additional negative $0.07 impact
from the revised Medicare payment system. We also established
guidance for 2009 revenues in a range of $650 million to $680
million. Our guidance recognizes the limited visibility we have
as to the depth or duration of the economic downturn or its likely
effect on our results of operations.

We expect to fund most of our planned capital -expenditures
for 2009 with cash flow from operations, which we anticipate
will be in a range of $95 million to $100 million. At the end
of 2008, we had additional Hquidity of $31.5 million in cash
and cash equivalents and approximately $50 million of capacity
under our revolving credit facility, which matures in July 2011,
We completed 2008 with five centers under letter of intent and
have already acquired three of these centers, which were funded
by cash flow from operations. We also had three centers under
development at December 31, 2008, one of which is expected to
open during 2009.

Favorable Industry Conditions Support Growth Prospects -
In spite of the current challenges posed by the economic downturn,
the ASC industry continues {o demonstrate favorable long-term
growth prospects. Having proven their ability to provide high
quality care in a lower cost venue than alternatively available,
ASCs now account for 60% to: 70% of the surgical procedures
performed in the U.S annually. "In addition, improved surgical
techniques, technology and anesthesiology continue to drive
additional procedures to ASCTs, “Af a time of national urgency
over reducing health care costs, the increasing market share of
ASCs strengthens the industry’s ability to contribute even more
meaningfully to the solution:

Demand for the types of lower risk, high volume surgical
procedures performed by ASCs contigues ‘to. grow, consistent
with' the ‘demographics of an- aging U.S. population. The
primary procedures done by both pur core-Gland ophthalmology

Spwiaities are generally age-related. For instance, people enter

the target market for colonoscopies whén they turt 50, and we

estimate that the size of this market is increasing at a rate of 2%

~to 3% each year, In addition, less than 50%

f the current target

" market has had the pmmdure perf”ormad and the leading edge of

[

the Baby Boom generation is now reaching an age at which they



AMSURG CORP.
Letter to Shareholders

(continued)

hould have the procedure
repeated.

There is little  industry
ctivity to develop new
ASCs, despite these favorable
long-term trends in demand.
The industry remains highly
fragmented, with the five

largest  ASC  companies
operating less than 10%
of total ASCs. We believe

these industry  dynamics
are positive for AmSurg as
the country’s largest ASC
company. Increasing demand
and stable or falling capacity
bodes well for our future
: utilization rates and for the
prospects for de novo centers that we are still adding to meet
the needs of specific partners in select markets. In addition, we
expect high industry fragmentation to provide ample acquisition
opportunities for the foreseeable future.

Major Initiatives Enhance Key Growth Strategies

In last year’s annual report, we discussed a series of wide-
ranging initiatives designed to strengthen our three primary
growth strategies: (1) adding new centers through acquisition
and development; (2) expanding same-center revenues; (3) and
driving increased economies of scale and operating efficiencies.
While the positive impact of certain of these initiatives was

already evident in our results for 2008, we will continue to roll-

out others during 2009 and beyond. We remain confident that in
aggregate they will significantly enhance our ability to leverage
our position of market leadership and execute on eur substantial
long-term growth potential.

Adding New Centers through Acquisition and Development

Acquisitions: We have made tangible progress in our initiative
to diversify beyond our traditional single-specialty, single-center
focus. In the five gquarters preceding December 31, 2008, we
acquired six multi-specialty centers, which brought our total
multi-specialty centers at the end of 2008 to 21. In addition,
we have additional multi-specialty centers in our pipeline of
potential center additions, as we work to increase our presence
in this estimated market of $5 billion to $8 billion. In 2008, we
also engaged in discussions with regional and national chains
of single and multi-specialty centers, which prior to 2007 were
not a primary focus. We are continuing these discussions, while
adhering to our disciplined valuation methodologies.

De Novo Center Development: We are continuing to pursue the
development of de novo centers and expect to develop one to three

of these centers annually. The market for de novo development
has slowed dramatically in the past two vears as the vast majority
of eligible physicians have now partnered in a center. We expect
the next generation of new centers to be primarily related to the
expansion of center networks in key markets in which larger
groups of physicians have come together to better address industry
challenges, including capital constraints, increasing demands
for improved information technology, reimbursement, quality
transparency and accreditation. We are committed to helping our
physician partners respond to these issues and are facilitating the
expansion of these groups.

Expanding Same-Center Revenues

New Clinical Technologies and Procedures: Driven largely by
input from our physician partners, we have expanded our focus on
identifying new devices, techniques and procedures that could be
appropriate for integration into our centers. As these opportunities
emerge, we believe our centers could represent a significant
distribution channel, especially in gastroenterology, in which we
own and operate approximately 15% of the country’s Medicare
certified GI ASCs, and in ophthalmology, in which we own and
operate nearly 5% of the country’s ophthalmology ASCs.

Vertically Integrated Healthcare Services: In response to the
challenges of the current economic environment, our physician
parters have -expanded their focus to include new group
consolidation, increased efficiencies in their core practices and
the development of vertically integrated ancillary business
opportunities. We seek to differentiate ourselves as a strategic
resource to our physician partners through initiatives designed
to support them in achieving their goals. We believe that as our
physician partners’ practices strengthen and grow so too will our
same-center revenues.

AMSURG|WEB ADVANTAGE: One of our central
initiatives to drive same-center revenues is the roll-out of a robust
internet marketing strategy. We are now well underway with the
execution of our AMSURG|WEB ADVANTAGE strategy, which
is designed to promote our services through a new communication
channel that will create a differentiated source of education and
information for patients, families and physicians. We expect to
have over 50% of our centers online by the end of 2009, with the
remaining centers to follow in 2010

AMSURG|PHYSICIAN CONNECTION: As an adjunct
to our internet strategy, we are developing a virtual portal that,
for the first time, will enable a real-time dialog between our
physician partners, center directors and corporate personnel.
AMSURGI|PHYSICIAN ~CONNECTION s a customized
application allowing our physician partners easy access to
benchmarking data, strategic resources, virtual communities
and content relevant to their specialties, This application will
improve communication and collaboration, promote best practices
and aggregate relevant content and resources for our physician
partners.



AMSURG CORP.
Letter to Shareholders

(continued)

Enhancing Quality — Improving Operations

AMSURGIINSIGHT: This primary IT initiative focuses on
enhancing operating efficiency for both our physician partners
and our operations. Specifically, in late 2007, we developed a
strategic alliance with NextGen, a leading IT system provider, to
design and deploy a consistent IT platform across our network of
ASCs. This solution will enable us to migrate our centers away
from diverse systems. Other advantages of this system include: 1)
web-based access; 2) enhanced billing and accounting processes;
3) faster access to data; 4) reduced IT expense; and 5) simplicity
of installation. We have begun initial implementation of this
solution and plan to have a minimum of 20 centers installed by
the end of 2009.

Quality Management Leadership: The development of
improved quality management systems, tools and processes to
serve our patients and physician partners is a priority. To that
end, we have formed a Quality Committee responsible for the
development of our quality management programs and services.
We have appointed a new Corporate Vice President of Medical
Affairs to lead this initiative.

Clinical Data Mining: AmSurg is a strong advocate for
improving the comparative effectiveness and transparency of
quality measurements for outpatient services. With over 1.1
million procedures performed in our centers annually, we are also
well positioned to serve as a market leader in the development
of technologies and processes to achieve this goal. Currently,
we electronically collect a wealth of clinical data across a wide
variety of clinical information systems. Our objective is to reduce
the variation in systems and develop an electronic process to
aggregate and mine the data. Through data mining, we expect
to measure and benchmark quality performance for internal and
external applications and to identify best practices that can then
be pollinated across our center network. We also believe this data
will help us address such questions as the age appropriateness of
colorectal cancer screening and other preventive care procedures,
risk levels across key demographics and best practices for clinical
techniques.

New Group Purchasing Organization and Supply Cost
Management Tools: Another significant initiative targets
improved economies of scale and efficiency within the Company’s
operations through implementation of a new group purchasing
program. We transitioned to a new GPO at the end 0£ 2008 and also
implemented a new software solution called AMSURGI|SNAP to
ensure GPO compliance with approved vendors. We expect these
initiatives and increased management focus will produce an initial
return in 2009. Longer-term, we expect improved purchasing
power and greater control over supply costs to contribute to
stronger cash flow and lower working capital requirements.

Restructuring: Our 2008 profit margins benefitted from the
reorganization of our divisional infrastructure, which reduced
the number of divisions to three from four. A key objective of
the restructuring was to enhance the focus our divisional teams
could bring to bear on specific surgical specialties. We now
have two divisions focused entirely on our GI centers. Our third
operating division is focused on our ophthalmology, orthopedic
and multi-specialty centers. We continue to realize efficiencies
at the corporate level because of this change to the divisional
infrastructure and associated support departments.

Summary Conclusions

In my first year as President and CEO of AmSurg, I have closely
observed — and developed a heightened appreciation for — the
strengths of our business model, market position and performance.
In meetings across the U.S., I have met with our physician
partners and listened to their business concerns, practice goals
and ideas about how AmSurg can play a more effective role as
their strategic partner of choice. While our drive to create a truly
physician-centric culture within AmSurg continues, I am also very
appreciative of the strong reputation this Company has developed
over the years for integrity and fairness.

We intend to build upon these relationships by enhancing our
ability to provide our physician partners support, capabilities
and resources that help them navigate the challenges ahead and
that, in total, are simply not available elsewhere. This guiding
commitment is based on our recognition that our prospects
for achieving our long-term growth objectives are ultimately
dependent on our physician partners accomplishing their goals.

We thank our physician partners for their skill and dedication.
Their hard work, supported by our employees, is evident in
achieving a milestone of over one million procedures for 2008.
We also thank you, our fellow shareholders, for your investment
in AmSurg during this period of financial market turmoil. We are
confident of AmSurg’s long-term growth potential. We are also
confident that in executing toward that potential we will produce
additional long-term shareholder value.

Sincerely,

Copo—

Christopher A. Holden
President and Chief Executive Officer



Selected Financial Data

Consolidated Statement of Earnings Data:

Operating inCOME .........c.cocccverrreirreereierieree e

MinOTity iNtEreSt .........cccveurevereieeieeeririeinrissieseesese s
Interest and other expenses

Earnings from continuing operations before income
BAXES vttt v
INCOME taX EXPENSE......ovrvrrrreiririiecteteee s

Net earnings from continuing operations....................

(Loss) earnings from operations of discontinued interests
in surgery centers, net of income tax................coo........

(Loss) gain on disposal of discontinued interests in
surgery centers, net of income tax

Net earnings

Basic earnings per common share:
Net earnings from continuing operations....................
Net earnings

Diluted earnings per common share:
Net earnings from continuing operations
Net earnings

Weighted average number of shares and share
equivalents outstanding (in thousands):
BasiC.......coer e
Diluted

Operating and Other Financial Data:

Continuing centers at end of year ..................cccovvvevenenn..
Procedures performed during year
Same-center revenue iNcrease.............oeuevverveceverieeeivenann.
Cash flows provided by operating activities ..
Cash flows used in investing activities ...............cc..o........
Cash flows provided by (used in) financing activities ......

Consolidated Balance Sheet Data:
Cash and cash equivalents ..........couooeeeviveeriereeciernne.
Working capital ....
TOtal @SSELS ...
Long-term debt and other long-term liabilities ......
Minority interest ....................... .
Shareholders’ equity

Year Ended December 31,
2008 2007 2006 2005 2004
(Dollars in thousands, except per share data)
$600,655 $518,311 $441,438 $365,227 $305,810
390,192 337,240 286,522 231,092 188,795
210,463 181,071 154,196 134,135 117,015
118,550 103,153 89,530 74,768 64,403
9,938 9,568 7,386 3,897 1,834
81,975 68,350 58,000 55,470 50,778
32,463 26,584 22,521 21,743 20,091
49,512 41,766 35,479 33,727 30,687
®) 2,079 2,723 2,410 3,421
(2,458) 330 (463) (986) 5,598
$ 47,046 $ 44,175 $ 37,739 $ 35,151 $ 39,706
$ 157 $ 136 $ 1.19 $ $§ 1.03
$ 149 $ 144 $ 127 $ $§ 133
$ 155 $ 134 $ 117 $ $ 1.01
$ 147 $ 142 $ 124 $ $ 130
31,503 30,619 29,822 29,573 29,895
31,963 31,102 30,398 30,147 30,507
189 169 145 134 111
1,110,563 954,267 809,380 693,260 566,387
3% 4% 5% 3% 4%
$ 90,927 $ 79,371 $ 72,021 $ 63,421 $ 55452
(131,780) (179,368) (71,794) (83,308) (61,660)
42,448 109,867 (640) 25,391 6,942
At December 31,
2008 2007 2006 2005 2004
(In thousands)
$ 31,548 $ 29,953 $ 20,083 $ 20,496 $ 14,992
85,497 83,792 66,591 61,072 56,302
905,879 781,634 590,032 527,816 425,155
288,251 232,223 127,821 125,712 88,160
66,079 62,006 52,341 47271 39,710
460,429 411,225 343,108 294,618 254,149



Management’s Discussion and Analysis of Financial Condition and Results of Operations
Forward-Looking Statements

This report contains certain forward-looking statements (all statements other than statements with respect to
historical fact) within the meaning of the federal securities laws, which are intended to be covered by the safe
harbors created thereby. Investors are cautioned that all forward-looking statements involve known and unknown
risks and uncertainties including, without limitation, those described in our Annual Report on Form 10-K for the
fiscal year ended December 31, 2008 and listed below, some of which are beyond our control. Although we believe
that the assumptions underlying the forward-looking statements contained herein are reasonable, any of the
assumptions could be inaccurate. Therefore, there can be no assurance that the forward-looking statements included
in this report will prove to be accurate. Actual results could differ materially and adversely from those contemplated
by any forward-looking statement. In light of the significant risks and uncertainties inherent in the forward-looking
statements included herein, the inclusion of such information should not be regarded as a representation by us or any
other person that our objectives and plans will be achieved. We undertake no obligation to publicly release any
revisions to any forward-looking statements in this discussion to reflect events and circumstances occurring after the
date hereof or to reflect unanticipated events.

Forward-looking statements and our liquidity, financial condition and results of operations may be affected by the
following or by other unknown risks and uncertainties:

adverse impacts on our business associated with current and future economic conditions;
the risk that payments from third-party payors, including government healthcare programs, may decrease or
not increase as costs increase;

e adverse developments affecting the medical practices of our physician partners;
e  our ability to maintain favorable relations with our physician partners;
e  our ability to acquire and develop additional surgery centers on favorable terms;
e our ability to grow revenues at our existing centers;
e our ability to manage the growth in our business;
e our ability to obtain sufficient capital resources to complete acquisitions and develop new surgery centers;
e our ability to compete for physician partners, managed care contracts, patients and strategic relationships;
e adverse weather and other factors beyond our control that may affect our surgery centers;
e our failure to comply with applicable laws and regulations;
e changes in legislation, regulations or regulatory interpretations that may negatively affect us;
e the risk of becoming subject to federal and state investigation;
o regulatory changes that may obligate us to buy out the ownership interests of physicians who are minority
owners of our surgery centers; :
e potential liabilities associated with our status as a general partner of limited partnerships;
liabilities for claims brought against our facilities;
our legal responsibility to minority owners of our surgery centers, which may conflict with our interests and
prevent us from acting solely in our best interests;
potential write-offs of the impaired portion of intangible assets; and
potential liabilities relating to the tax deductibility of goodwill.
Overview

We develop, acquire and operate ambulatory surgery centers, or ASCs, in partnership with physicians. As of
December 31, 2008, we owned a majority interest (51% or greater) in 189 surgery centers. We acquired a majority
interest in two additional ASCs effective January 1, 2009. See “~ Liquidity and Capital Resources.” The following
table presents the changes in the number of surgery centers in operation, under development and under letter of
intent for the years ended December 31, 2008, 2007 and 2006. A center is deemed to be under development when a
limited partnership or limited liability company has been formed with the physician partners to develop the center.



Management’s Discussion and Analysis of Financial Condition and Results of
Operations — (continued)

2008 2007 2006
Centers in operation, beginning of the year...............coveevieerveecrereenn, 176 156 149
New center acquisitions placed in 0peration ..............cccoevveeeveeenerereeeenennen. 19 21 8
New development centers placed in Operation .............ccccceceevvvvrvereverennn.. 1 3 3
Centers dISPOSEA ...c.ovvveeerviieiereececee ettt (6) “4) )
Centers held for sale .........cococoiiiirneececcce e 1) - -
Centers in operation, end of the year..............cococoovviiviienvieeee e, 189 176 156
Centers under development, end of the year..............c.cooveeervereeeeennn.. 3 2 5
Development centers awaiting regulatory approval, end of year.................. - 1 -
Average number of continuing centers in operation, during year................. 175 164 146
Centers under letter of intent, end of YEar ...........c.cocevevveeeeveeeeerererererennn, 5 4 10

Of the continuing surgery centers in operation at December 31, 2008, 132 centers performed gastrointestinal
endoscopy procedures, 36 centers performed ophthalmology surgery procedures, 15 centers performed procedures in
multiple specialties and six centers performed orthopaedic procedures. We intend to expand primarily through the
acquisition and development of additional ASCs in targeted surgical specialties and through future same-center
growth. Our growth targets for 2009 include the acquisition or development of 13 to 16 surgery centers (including
three surgery centers acquired during the first two months of 2009). We have reduced our same-center revenue
growth target for 2009 from our recent historical averages of 3% to 5% to approximately zero percent due to the
economic outlook in 2009, which we believe will result in reduced patient visits and thus surgical procedures.

While we generally own 51% of the entities that own the surgery centers, our consolidated statements of earnings
include 100% of the results of operations of the entities, reduced by the minority partners’ share of the net earnings
or loss of the surgery center entities. The minority ownership interest in each limited partnership or limited liability
company is generally held directly or indirectly by physicians who perform procedures at the center.

Sources of Revenues

Substantially all of our revenues are derived from facility fees charged for surgical procedures performed in our
surgery centers. This fee varies depending on the procedure, but usually includes all charges for operating room
usage, special equipment usage, supplies, recovery room usage, nursing staff and medications and, in limited
instances, billing for anesthesia services. Facility fees do not include the charges of the patient’s surgeon,
anesthesiologist or other attending physicians, which are billed directly by the physicians. Our revenues are
recorded net of estimated contractual adjustments from third-party medical service payors.

ASCs depend upon third-party reimbursement programs, including governmental and private insurance programs, to
pay for services rendered to patients. The amount of payment a surgery center receives for its services may be
adversely affected by market and cost factors as well as other factors over which we have no control, including
changes to the Medicare and Medicaid payment systems and the cost containment and utilization decisions of third-
party payors. We derived approximately 34%, 34% and 35% of our revenues in the years ended December 31,
2008, 2007 and 2006, respectively, from governmental healthcare programs, primarily Medicare, and the remainder
from a wide mix of commercial payors and patient co-pays and deductibles. The Medicare program currently pays
ASCs in accordance with predetermined fee schedules.

On February 8, 2006, President Bush signed into law DEFRA, which includes a provision that beginning in 2007 limits
Medicare reimbursement for certain procedures performed at ASCs to the amounts paid to hospital outpatient
departments under the Medicare hospital outpatient department fee schedule for those procedures. This act negatively
impacted the reimbursement of after-cataract laser surgery procedures performed at our ophthalmology centers, the
result of which was an approximate $0.03 reduction in our net earnings per diluted share for the 2007 fiscal year.



Management’s Discussion and Analysis of Financial Condition and Results of
Operations — (continued)

Effective January 1, 2008, CMS revised the payment system for services provided in ASCs. The key points of the
revised payment system as it relates to us are:

e ASCs are paid based upon a percentage of the payments to hospital outpatient departments pursuant to the
hospital outpatient prospective payment system;

o ascheduled phase in of the revised rates over four years, beginning January 1, 2008; and
planned annual increases in the ASC rates beginning in 2010 based on the consumer price index.

The revised payment system has resulted in a significant reduction in the reimbursement rates for gastroenterology
procedures, which comprise approximately 75% of the procedures performed by our surgery centers, and certain
ophthalmology and pain procedures. We estimate that our net earnings per share were negatively impacted by $0.05
in 2008 by the revised payment system. In November 2008, CMS announced final reimbursement rates for 2009
under the revised payment system. Based upon our current procedure mix, payor mix and volume, we believe the
2009 payment rates will reduce our net earnings per diluted share in 2009 by approximately $0.07 as compared to
2008 and that our diluted earnings per share in each of 2010 and 2011 will be reduced by an incremental $0.07 as
compared to the prior year as a result of the scheduled reduction in rates in those years. Beginning in 2010,
reimbursement rates for our ASCs should be increased annually based on increases in the CPL. There can be no
assurance, however, that CMS will not further revise the payment system to reduce or eliminate these annual
increases, or that any annual CPI increases will be material. Any increase in reimbursement rates as a result of CPI
adjustments will partially offset the scheduled payment reductions in 2010 and 2011.

CMS is increasing its administrative audit efforts through the nationwide expansion of the recovery audit contractor
(“RAC™) program. RACs are private contractors that conduct post-payment reviews of providers and suppliers that
bill Medicare to detect and correct improper payments for services. We could incur costs associated with appealing
any alleged overpayments and be required to repay any alleged overpayments identified by these or other
administrative audits.

We expect value-based purchasing programs, including programs that condition reimbursement on patient outcome
measures, to become more common and to involve a higher percentage of reimbursement amounts. Effective
January 15, 2009, CMS promulgated three national coverage determinations that prevent Medicare from paying for
certain serious, preventable medical errors performed in any healthcare facility, such as surgery performed on the
wrong patient. Several commercial payors also do not reimburse providers for certain preventable adverse events.
In addition, a 2006 federal law authorizes CMS to require ASCs to submit data on certain quality measures. ASCs
that fail to submit the required data would face a two percentage point reduction in their annual reimbursement rate
increase. CMS has not yet implemented the quality measure reporting requirement but has announced that it expects
to do so in a future rulemaking.

In addition to payment from governmental programs, ASCs derive a significant portion of their revenues from
private healthcare insurance plans. These plans include both standard indemnity insurance programs as well as
managed care programs, such as PPOs and HMOs.

Critical Accounting Policies

Our accounting policies are described in note 1 of our consolidated financial statements. We prepare our
consolidated financial statements in conformity with accounting principles generally accepted in the United States,
which require us to make estimates and assumptions that affect the reported amounts of assets and liabilities and
related disclosures at the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates. We consider the following policies to be
most critical in understanding the judgments that are involved in preparing our financial statements and the
uncertainties that could impact our results of operations, financial condition and cash flows.

Principles of Consolidation. The consolidated financial statements include the accounts of AmSurg and our
subsidiaries and the majority owned limited partnerships and limited liability companies in which our wholly owned
subsidiaries are the general partner or majority member. Consolidation of such limited partnerships and limited
liability companies is necessary, as our wholly owned subsidiaries have 51% or more of the financial interest of each



Management’s Discussion and Analysis of Financial Condition and Results of
Operations — (continued)

entity, are the general partner or majority member with all the duties, rights and responsibilities thereof, are
responsible for the day-to-day management of the limited partnership or limited liability company and have control
of the entity. The responsibilities of our minority partners are to supervise the delivery of medical services, with
their rights being restricted to those that protect their financial interests, such as approval of the acquisition of
significant assets or the incurrence of debt that they are required to guarantee on a pro rata basis based upon their
respective ownership interests. Intercompany profits, transactions and balances have been eliminated.

Surgery center profits are allocated to our minority partners in proportion to their individual ownership percentages
and reflected in the aggregate as minority interest. The minority partners of our surgery center limited partnerships
and limited liability companies typically are organized as general partnerships, limited partnerships or limited
liability companies that are not subject to federal income tax. Each minority partner shares in the pre-tax earnings of
the surgery center in which it holds minority ownership. Accordingly, the minority interest in each of our limited
partnerships and limited liability companies is determined on a pre-tax basis and presented before earnings before
income taxes in order to present that amount of earnings on which we must determine our tax expense. In addition,
distributions from our limited partnerships and limited liability companies are made both to our subsidiary general
partners and majority members and to our minority partners on a pre-tax basis.

As described above, we are a holding company and our ability to service corporate debt is dependent upon
distributions from our limited partnerships and limited liability companies. Positive operating cash flows of
individual centers are the sole source of cash used to make distributions to our subsidiary general partners and
majority members as well as to our minority partners, which we are obligated to make on a monthly basis in
accordance with each limited partnership’s and limited liability company’s partnership or operating agreement.
Accordingly, distributions to our minority partners are included in our financial statements as a component of our
cash flows from operating activities.

We operate in one reportable business segment, the ownership and operation of ASCs.

Revenue Recognition. Center revenues consist of billing for the use of the centers’ facilities, or facility fees, directly
to the patient or third-party payor, and in limited instances, billing for anesthesia services. Such revenues are
recognized when the related surgical procedures are performed. Revenues exclude any amounts billed for
physicians’ surgical services, which are billed separately by the physicians to the patient or third-party payor.

Allowance for Contractual Adjustments and Bad Debt Expense. Our revenues are recorded net of estimated
contractual adjustments from third-party medical service payors, which we estimate based on historical trends of the
surgery centers’ cash collections and contractual write-offs, accounts receivable agings, established fee schedules,
contracts with payors and procedure statistics. In addition, we must estimate allowances for bad debt expense using
similar information and analysis. These estimates are recorded and monitored monthly for each of our surgery
centers as additional revenue is recognized. Our ability to accurately estimate contractual adjustments is dependent
upon and supported by the fact that our surgery centers perform and bill for limited types of procedures, that the
range of reimbursement for those procedures within each surgery center specialty is very narrow and that payments
are typically received within 15 to 45 days of billing. In addition, our surgery centers are not required to file cost
reports, and therefore, we have no risk of unsettled amounts from third-party payors. These estimates are not,
however, established from billing system-generated contractual adjustments based on fee schedules for the patient’s
insurance plan for each patient encounter. While we believe that our allowances for contractual adjustments and bad
debt expense are adequate, if the actual contractual adjustments and write-offs are in excess of our estimates, our
results of operations may be overstated. During the years ended December 31, 2008, 2007 and 2006, we had no
significant adjustments to our allowances for contractual adjustments and bad debt expense related to prior periods.
At December 31, 2008 and 2007, net accounts receivable reflected allowances for contractual adjustments of $95.1
million and $79.9 million, respectively, and allowances for bad debt expense of $11.8 million and $8.3 million,
respectively. The increase in our contractual allowance and allowances for bad debt expense is primarily related to
allowances established for new centers acquired during 2008. At December 31, 2008 and 2007, we had 38 days
outstanding reflected in our gross accounts receivable.

Purchase Price Allocation. We allocate the respective purchase price of our acquisitions in accordance with
Statement of Financial Accounting Standards, or SFAS, No. 141, “Business Combinations.” The allocation of
purchase price involves first determining the fair value of net tangible and identifiable intangible assets acquired.
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Secondly, the excess amount of purchase price is to be allocated to unidentifiable intangible assets (goodwill). A
significant portion of each surgery center’s purchase price historically has been allocated to goodwill due to the
nature of the businesses acquired, the pricing and structure of our acquisitions and the absence of other factors
indicating any significant value that could be attributable to separately identifiable intangible assets.

Goodwill. We apply the provisions of SFAS No. 142, “Goodwill and Other Intangible Assets,” which require that
goodwill be evaluated for impairment at least on an annual basis. Impairment of carrying value will be evaluated
more frequently if certain indicators are encountered. SFAS No. 142 requires that goodwill be tested at the
reporting unit level, defined as an operating segment or one level below an operating segment (referred to as a
component), with the fair value of the reporting unit being compared to its carrying amount, including goodwill. If
the fair value of a reporting unit exceeds its carrying amount, goodwill of the reporting unit is not considered to be
impaired. We have determined that we have one operating, as well as one reportable, segment. For impairment
testing purposes, our centers each qualify as components of that operating segment. Because they have similar
economic characteristics, they are aggregated and deemed a single reporting unit. We completed our annual
impairment test as required by SFAS No. 142 as of December 31, 2008, and have determined that it is not necessary
to recognize impairment in our goodwill.

Results of Operations

Our revenues are directly related to the number of procedures performed at our surgery centers. Our overall growth
in procedure volume is impacted directly by the increase in the number of surgery centers in operation and the
growth in procedure volume at existing centers. We increase our number of surgery centers through both
acquisitions and developments. Procedure growth at any existing center may result from additional contracts
entered into with third-party payors, increased market share of our physician partners, additional physicians utilizing
the center and/or scheduling and operating efficiencies gained at the surgery center. A significant measurement of
how much our revenues grow from year to year for existing centers is our same-center revenue percentage. We
define our same-center group each year as those centers that contain full year-to-date operations in both comparable
reporting periods, including the expansion of the number of operating centers associated with a limited partnership
or limited liability company. Our 2008 same-center group, comprised of 154 centers, had revenue growth of 3%.
Our same-center group in 2009 will be comprised of 173 centers, which constitutes approximately 90% of our total
number of centers. We expect our same-center revenue growth to be flat in 2009. We have reduced our same-
center revenue growth target for 2009 from our recent historical averages of 3% to 5% due to the economic outlook
in 2009, which we believe will result in reduced patient visits and thus surgical procedures.

Expenses directly and indirectly related to procedures performed at our surgery centers include clinical and
administrative salaries and benefits, supply cost and other operating expenses such as linen cost, repair and
maintenance of equipment, billing fees and bad debt expense. The majority of our corporate salary and benefits cost
is associated directly with the number of centers we own and manage and tends to grow in proportion to the growth
of our centers in operation. Our centers and corporate offices also incur costs that are more fixed in nature, such as
lease expense, legal fees, property taxes, utilities and depreciation and amortization.

Surgery center profits are allocated to our minority partners in proportion to their individual ownership percentages
and reflected in the aggregate as minority interest. The minority partners of our surgery center limited partnerships
and limited liability companies typically are organized as general partnerships, limited partnerships or limited
liability companies that are not subject to federal income tax. Each minority partner shares in the pre-tax earnings of
the surgery center of which it is a minority partner. Accordingly, the minority interest in each of our surgery center
limited partnerships and limited liability companies is determined on a pre-tax basis and presented before earnings
before income taxes in order to present that amount of earnings on which we must determine our tax expense.

Our interest expense results primarily from our borrowings used to fund acquisition and development activity, as
well as interest incurred on capital leases.

We file a consolidated federal income tax return and numerous state income tax returns with varying tax rates. Our
income tax expense reflects the blending of these rates.
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The following table shows certain statement of earnings items expressed as a percentage of revenues for the years
ended December 31, 2008, 2007 and 2006:

2008 2007 2006
REVEIIUES. ...cuveviieiieiitieire ittt sestr et cars et st s se et easebs et e b easenatens 100.0% 100.0% 100.0%
Operating expenses:
Salaries and benefits ........c.covcevrreirnirniniic s 28.9 29.4 29.9
SUPPLY COSE ettt e rens 11.8 11.6 11.6
Other Operating EXPENSES......c.ceveerreriririeiiiiniisnsieseisestesensesrassesnsssess 20.8 20.5 19.7
Depreciation and amortiZation.............cceceeiniiverinevenneneneeneeeseens 3.5 3.6 3.7
Total operating EXpenses .........oouevevrenimiirinienieinriareseieiessaesaseees 65.0 65.1 64.9
Operating iNCOME .....c..cccouereurreerciuiniiesiniet et eanans 35.0 349 35.1
MINOTILY IMEETESE .....cvevevicsieierceteteieieier ettt aere e 19.7 19.9 20.3
Interest expense, net of iNterest INCOME...........cviviviviiiieiniieieei e 1.7 1.8 1.7
Earnings from continuing operations before income taxes............. 13.6 13.2 13.1
INCOME tAX EXPEIISE ..uveeuverrererreeeeetersetetetssnesesarstesssonsesaseneesessreesssrssssassens 5.4 5.1 5.1
Net earnings from continuing Operations ............ccouevvvvsrervvieseiens 8.2 8.1 8.0
Discontinued operations:
Earnings from operations of discontinued interests in surgery centers,
net Of INCOME tAX .....eeeriieiicecicrerireree e eneaees - 0.4 0.6
Loss on sale of discontinued interests in surgery centers, net of
INCOTNE TAX ..vveivreerecrriineeseetestesteesserseseresressseeneeseesaneesanesssassssarasasns 0.4) - 0.
Net (loss) earnings from discontinued operations ............cocoeveenenn. 0.4 0.4 0.5
NEt CAMINZS ...c.veeveeireeeieeeircie sttt st se e sre s st esbasssaraens 7.8% 8.5% 8.5%

Year Ended December 31, 2008 Compared to Year Ended December 31, 2007

Revenues increased $82.3 million, or 16%, to $600.7 million in 2008 from $518.3 million in 2007. Our 2008
revenues were negatively impacted by approximately $5.0 million due to revisions in the Medicare payment system
implemented by CMS in January 2008 (see “~ Sources of Revenues”). Our procedures increased by 156,296, or
16%, to 1,110,563 in 2008 from 954,267 in 2007. The additional revenues resulted primarily from:

e centers acquired or opened in 2007, which contributed $53.5 million of additional revenues due to having a
full period of operations in 2008;
centers acquired or opened in 2008, which generated $15.0 million in revenues; and

e  $13.8 million of revenue growth recognized by our 2008 same-center group primarily as a result of
procedure growth.

Staff at newly acquired and developed centers, as well as the additional staffing required at existing centers due to
increased volume, resulted in an 18% increase in salaries and benefits at our surgery centers in 2008. We
experienced a 4% decrease in salaries and benefits at our corporate offices during 2008 over 2007. The decrease in
corporate office salaries and benefits was primarily due to an investment loss associated with the company’s
supplemental retirement plan, which offsets salaries and benefits expense because it is a loss that is attributed to the
participants’ self-directed investments. Salaries and benefits increased in total by 14% to $173.6 million in 2008
from $152.3 million in 2007. Salaries and benefits as a percentage of revenues decreased in 2008 compared to 2007
due in part to a change from incremental, annual vesting of stock-based awards in five installments to cliff vesting of
stock-based awards four years following the date of grant beginning with grants made during 2007.
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Supply cost was $70.7 million in 2008, an increase of $10.7 million, or 18%, over supply cost in 2007. This
increase was primarily the result of additional procedure volume and a 1% increase in our average supply cost per
procedure.

Other operating expenses increased $18.8 million, or 18%, to $125.1 million in 2008 from $106.2 million in 2007.
The additional expense in the 2008 period resulted primarily from:

e  centers acquired or opened during 2007, which resulted in an increase of $9.2 million in other operating
expenses;

e an increase of $4.1 million in other operating expenses at our 2008 same-center group resulting primarily
from additional procedure volume and general inflationary cost increases; and

e centers acquired or opened during 2008, which resulted in an increase of $2.8 million in other operating
expenses.

Depreciation and amortization expense increased $2.1 million, or 11%, in 2008 from 2007, primarily as a result of
centers acquired since 2007 and newly developed surgery centers in operation, which have an initially higher level
of depreciation expense due to their construction costs.

We anticipate further increases in operating expenses in 2009, primarily due to additional acquired centers and an
additional start-up center expected to be placed in operation. Typically, a start-up center will incur start-up losses
while under development and during its initial months of operation and will experience lower revenues and
operating margins than an established center. This typically continues until the case load at the center grows to a
more normal operating level, which generally is expected to occur within 12 months after the center opens. At
December 31, 2008, we had three centers under development and two centers that had been open for less than one
year.

Minority interest in earnings from continuing operations before income taxes in 2008 increased $15.4 million, or
15%, from 2007, primarily as a result of minority partners’ interest in earnings at surgery centers recently added to
operations. As a percentage of revenues, minority interest decreased to 19.7% in 2008 from 19.9% in 2007, as a
result of our minority partners sharing in reduced center profit margins caused by lower same-center revenue
growth.

Interest expense increased $370,000 in 2008, or 4%, from 2007, primarily due to additional long-term debt
outstanding during 2008 resulting from our acquisition activities, net of lower interest expense as a result of a
reduced average interest rate experienced during 2008. See “~ Liquidity and Capital Resources.”

We recognized income tax expense from continuing operations of $32.5 million in 2008 compared to $26.6
million in 2007. Our effective tax rate in 2008 and 2007 was 39.6% and 38.9%, respectively, of earnings from
continuing operations before income taxes, and differed from the federal statutory income tax rate of 35.0%,
primarily due to the impact of state income taxes. Effective January 1, 2007, we adopted Financial Accounting
Standards Board Interpretation No. 48, “Accounting for Uncertainty in Income Taxes — an interpretation of SFAS
No. 109", or FIN No. 48, and recorded a cumulative reduction to beginning retained earnings of $634,000. In
addition, during 2008 and 2007, we incurred additional income tax expense of $1,289,000, including $1,232,000
in discontinued operations, and $224,000, respectively, related to FIN No. 48 and recognized an additional tax
benefit of approximately $400,000 in 2007 associated with the recognition of a capital loss carryforward. During
2009, we anticipate that our effective tax rate will be approximately 39.5% of earnings from continuing operations
before income taxes. Because we deduct goodwill amortization for tax purposes only, our deferred tax liability
continues to increase, which would only be due in part or in whole upon the disposition of a portion or all of our
surgery centers.

During 2008, we sold our interests in three surgery centers, closed three surgery centers and classified a surgery
center as held for sale following management’s assessment of limited growth opportunities at these centers. In
2007, we sold our interests in three surgery centers and closed a surgery center. These centers’ results of operations
and gains and losses associated with their dispositions have been classified as discontinued operations in all periods
presented. We recognized an after tax loss for the disposition of discontinued interests in surgery centers of $2.5
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million during 2008 and an after tax gain for the disposition of discontinued interests in surgery centers of $330,000
in 2007. The net loss derived from the operations of the discontinued surgery centers was $8,000 for 2008 and the
net earnings from the operations of the discontinued surgery centers for 2007 was $2.1 million.

Year Ended December 31, 2007 Compared to Year Ended December 31, 2006

Revenues increased $76.9 million, or 17%, to $518.3 million in 2007 from $441.4 million in 2006. Our 2007
revenues were impacted by an approximately $3.0 million reduction in revenue due to the Medicare reimbursement
cuts stemming from DEFRA (see “— Sources of Revenues™). Our procedures increased by 144,887, or 17%, to
954,267 in 2007 from 809,380 in 2006. The additional revenues resulted primarily from:

centers acquired or opened in 2007, which generated $40.8 million in revenues;
$19.4 million of revenue growth recognized by our 2007 same-center group primarily as a result of
procedure growth; and

e centers acquired or opened in 2006, which contributed $14.8 million of additional revenues due to having a
full period of operations in 2007.

Staff at newly acquired and developed centers, as well as the additional staffing required at existing centers due to
increased volume, resulted in an 18% increase in salaries and benefits at our surgery centers in 2007. We
experienced a 2% increase in salaries and benefits at our corporate offices during 2007 over 2006. The increase in
corporate office salaries and benefits was primarily due to additional corporate staff needed to manage our
additional centers in operation during 2007, net of lower bonus expense in 2007 versus 2006. Salaries and benefits
increased in total by 15% to $152.3 million in 2007 from $131.9 million in 2006. Salaries and benefits as a
percentage of revenues decreased in 2007 compared to 2006 due in part to a change from incremental, annual
vesting of stock-based awards in five installments to cliff vesting of stock-based awards four years following the
date of grant.

Supply cost was $59.9 million in 2007, an increase of $8.7 million, or 17%, over supply cost in 2006. This increase
was primarily the result of additional procedure volume. Our average supply cost per procedure in 2007 was
consistent with that experienced in 2006.

Other operating expenses increased $19.0 million, or 22%, to $106.2 million in 2007 from $87.2 million in 2006.
The additional expense in the 2007 period resulted primarily from:

e centers acquired or opened during 2007, which resulted in an increase of $7.5 million in other operating
expenses;

* an increase of $7.0 million in other operating expenses at our 2007 same-center group resulting primarily
from additional procedure volume, general inflationary cost increases, and a $1.3 million impairment
charge and property loss incurred at a center that will be relocating its facility during 2008; and

e centers acquired or opened during 2006, which resulted in an increase of $2.2 million in other operating
expenses.

Depreciation and amortization expense increased $2.6 million, or 16%, in 2007 from 2006, primarily as a result of
centers acquired since 2006 and newly developed surgery centers in operation, which have an initially higher level
of depreciation expense due to their construction costs.

Minority interest in earnings from continuing operations before income taxes in 2007 increased $13.6 million, or
15%, from 2006, primarily as a result of minority partners’ interest in earnings at surgery centers recently added to
operations. As a percentage of revenues, minority interest decreased to 19.9% in 2007 from 20.3% in 2006, as a

result of our minority partners sharing in reduced center profit margins caused by lower same-center revenue
growth.
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Interest expense increased $2.2 million in 2007, or 30%, from 2006, primarily due to additional long-term debt
outstanding during 2007 resulting from our acquisition activities. See “— Liquidity and Capital Resources.”

We recognized income tax expense from continuing operations of $26.6 million in 2007 compared to $22.5
million in 2006. Our effective tax rate in 2007 and 2006 was 38.9% and 38.8%, respectively, of earnings from
continuing operations before income taxes, and differed from the federal statutory income tax rate of 35.0%,
primarily due to the impact of state income taxes. Effective January 1, 2007, we adopted FIN No. 48, and
recorded a cumulative reduction to beginning retained earnings of $634,000. In addition, during 2007, we
incurred additional income tax expense of $224,000 related to FIN No. 48 and recognized an additional tax
benefit of approximately $400,000 in 2007 associated with the recognition of a capital loss carryforward.

During 2007, we sold our interests in three surgery centers and closed a surgery center, following management’s
assessment of limited growth opportunities at these centers. In 2006, we sold our interests in four surgery centers.
These centers’ results of operations and gains and losses associated with their dispositions have been classified as
discontinued operations in all periods presented. We recognized an after tax gain for the disposition of
discontinued interests in surgery centers of $330,000 during 2007 and an after tax loss for the disposition of
discontinued interests in surgery centers of $463,000 for 2006. The net earnings derived from the operations of
the discontinued surgery centers were $2,079,000 and $2,723,000 during 2007 and 2006, respectively.

Liquidity and Capital Resources

At December 31, 2008, we had working capital of $85.5 million compared to $83.8 million at December 31, 2007.
Operating activities for 2008 generated $90.9 million in cash flow from operations compared to $79.4 million in
2007. The increase in operating cash flow activity resulted primarily from higher net earnings in 2008 and
additional deferred tax savings primarily due to increased goodwill amortization for tax purposes. Cash and cash
equivalents at December 31, 2008 and 2007 were $31.5 million and $30.0 million, respectively.

The principal source of our operating cash flow is the collection of accounts receivable from governmental payors,
commercial payors and individuals. Each of our surgery centers bills for services as performed, either electronically
or in paper form, usually within several days following the procedure. Generally, unpaid amounts that are 30 days
past due are rebilled based on a standard set of procedures. If amounts remain uncollected after 60 days, our surgery
centers proceed with a series of late-notice notifications until amounts are either collected, contractually written off
in accordance with contracted rates or determined to be uncollectible, typically after 90 to 120 days. Receivables
determined to be uncollectible are written off and such amounts are applied to our estimate of allowance for bad
debts as previously established in accordance with our poticy for allowance for bad debt expense (see *“ — Critical
Accounting Policies - Allowance for Contractual Adjustments and Bad Debt Expense”). The amount of actual
write-offs of account balances for each of our surgery centers is continuously compared to established allowances
for bad debt to ensure that such allowances are adequate. At December 31, 2008 and 2007, our accounts receivable
represented 38 days of revenue outstanding.

During 2008, we had total capital expenditures of $138.0 million, which included:

¢ $118.7 million for acquisitions of interests in ASCs;

o $16.4 million for new or replacement property at existing surgery centers, including $970,000 in new capital
leases; and

e $2.9 million for surgery centers under development.

Our cash flow from operations was approximately 66% of our cash payments for capital expenditures, and we received
approximately $582,000 from capital contributions of our minority partners to fund their proportionate share of
development activity. Borrowings under long-term debt were used to fund the remaining portion of our obligations.
At December 31, 2008, we had unfunded construction and equipment purchase commitments for centers under
development or under renovation of approximately $1.2 million, which we intend to fund through additional
borrowings of long-term debt, operating cash flow and capital contributions by minority partners.
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During 2008, we received approximately $3.8 million in cash and a secured note for $885,000 from the sale of our
interests in four surgery centers. During 2008, notes receivable decreased by $1.5 million, primarily due to payments
on a note receivable related to the sale of a surgery center in 2004. This note is secured by a pledge of a 51%
ownership interest in the center, is guaranteed by the physician partners at the center and is due in installments through
July 2009. The balance of this note at December 31, 2008 was $1.7 million.

During 2008, we had net borrowings on long-term debt of $43.0 million, and at December 31, 2008, we had $249.0
million outstanding under our revolving credit facility. Pursuant to our credit facility, we may borrow up to $300.0
million to, among other things, finance our acquisition and development projects and any future stock repurchase
programs at a rate equal to, at our option, the prime rate, LIBOR plus 0.50% to 1.50% or a combination thereof. The
loan agreement provides for a fee of 0.15% to 0.30% of unused commitments, prohibits the payment of dividends and
contains covenants relating to the ratio of debt to net worth, operating performance and minimum net worth. We were
in compliance with all covenants at December 31, 2008. Borrowings under the revolving credit facility are due in July
2011 and are secured primarily by a pledge of the stock of our subsidiaries that serve as the general partners of our
limited partnerships and our partnership and membership interests in the limited partnerships and limited liability
companies. We incurred approximately $41,000 in deferred financing fees during 2008, primarily associated with an
amendment to our credit facility in October 2007.

During 2008, we received approximately $10.0 million from the exercise of options and the issuance of common
stock under our employee stock option plans. The tax benefit received from the exercise of those options was
approximately $1.4 million. During September 2008, our board of directors approved a $25.0 million stock
repurchase program, the primary intent of which is to mitigate the dilutive effect of shares issued pursuant to our
stock incentive plans. During the three months ended December 31, 2008, we repurchased 517,000 shares of
common stock for $12.4 million at an average price of $24 per share. See “Item 5. Market for Registrant’s
Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.”

Subsequent to December 31, 2008, through one wholly owned subsidiary and in three separate transactions, we
acquired majority interests in three surgery centers for an aggregate purchase price of approximately $16.5 million,
which was funded by borrowings under our credit facility.

The following schedule summarizes all of our contractual obligations by period as of December 31, 2008 (in
thousands):

Payments Due by Period
Less than More than 5
Total 1 Year 1-3 Years 3-5 Years Years
Long-term debt, including
nterest (1)...vvvveirirceeiieeeen, $269,180 $5,243 $256,613 $4,858 $2,466

Capital lease obligations,

including interest ............c.......... 6,878 2,825 3,372 679 2
Operating leases, including
renewal option periods (2)......... 400,574 32,134 62,489 60,129 245,822
Construction in progress
COMMUItMENLS .....covvvrineiiieeenns 1,237 1,237 - = -
Other long-term obligations (3)...... 980 980 - - -
Liability for unrecognized tax
benefits ......cooovvveeciiinieieine. 7,776 = 7,776 ~ -
Total contractual cash
obligations .........cccccerverenene $686,625 $42,419 $330,250 $65,666 $248,290

(1)  Our long-term debt may increase based on future acquisition activity. We will use our operating cash flow to repay existing long-term debt under our credit
facility prior to its maturity date.

(2)  Operating lease obligations do not include common area maintenance (“CAM”), insurance or tax payments for which the Company is also obligated. Total
expense related to CAM, insurance and taxes for the 2008 fiscal year was approximately $3.6 million.

(3)  Other long-term obligations consist of purchase price commitments that were contingent upon certain events. These obligations will be paid in 2009 and are
expected to be funded through borrowing under our credit facility.
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In addition, as of February 26, 2009, we had available under our revolving credit facility $50.0 million for
acquisition borrowings.

Based upon our current operations and anticipated growth, we believe our operating cash flow and borrowing
capacity will be adequate to meet our working capital and capital expenditure requirements for the next 12 to 18
months. In addition to acquiring and developing single ASCs, we may from time to time consider other acquisitions
or strategic joint ventures involving other companies, multiple-center chains or networks of ASCs. Such
acquisitions, joint ventures or other opportunities may require an amendment to our current credit facility or
additional external financing. We cannot assure you that any required financing will be available, or will be
available on terms acceptable to us.

Recent Accounting Pronouncements

In September 2006, the Financial Accounting Standards Board, or FASB, issued Statement of Financial Accounting
Standards, or SFAS, No. 157, “Fair Value Measurements.” SFAS No. 157 defines fair value, establishes a
framework for measuring fair value, and expands disclosures about fair value measurements. SFAS No. 157 is
effective for financial statements issued for fiscal years beginning after November 15, 2007 and became effective for
us beginning January 1, 2008. The adoption of SFAS No. 157 did not have an effect on our financial position,
results of operations or cash flows. Additional footnote disclosure has been provided that describes the

measurement methods applied to assets and liabilities that are measurcd on a recurring basis.

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial
Liabilities.” SFAS No. 159 allows entities the option to measure eligible financial instruments at fair value as of
specified dates. Such election, which may be applied on an instrument by instrument basis, is typically irrevocable
once elected. SFAS No. 159 is effective for financial statements issued for fiscal years beginning after November
15, 2007 and became effective for us on January 1, 2008. The impact of the adoption of SFAS No. 159 did not have
a material effect on our financial position, results of operations or cash flows.

In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial
Statements, an Amendment of Accounting Research Bulletin No. 51.” SFAS No. 160 establishes accounting and
reporting standards for ownership interests in subsidiaries held by parties other than the parent, changes in a parent’s
ownership of a noncontrolling interest, calculation and disclosure of the consolidated net income attributable to the
parent and the noncontrolling interest, changes in a parent’s ownership interest while the parent retains its
controlling financial interest and fair value measurement of any retained noncontrolling equity investment. SFAS
No. 160 is effective for financial statements issued for fiscal years beginning after December 15, 2008, and interim
periods within those fiscal years. Early adoption is prohibited. The adoption of SFAS No. 160 will result in changes
in the presentation of our financial position, primarily due to reclassification of minority interest to a component of
shareholders’ equity, but is not expected to have a material effect on our resuits of operations or cash flows.

In December 2007, the FASB issued SFAS No. 141R, “Business Combinations,” which replaces SFAS No. 141,
“Business Combinations.” SFAS No. 141R retains the fundamental requirements in SFAS No. 141 that the
acquisition method of accounting be used for all business combinations and for an acquirer to be identified for each
business combination. SFAS No. 141R defines the acquirer as the entity that obtains control of one or more
businesses in the business combination and establishes the acquisition date as the date the acquirer achieves control.
SFAS No. 141R will require an entity to record separately from the business combination the direct costs, where
previously these costs were included in the total allocated cost of the acquisition. SFAS No. 141R will require an
entity to recognize the assets acquired, liabilities assumed and any noncontrolling interest in the acquired business at
the acquisition date, at their fair values as of that date. This compares to the cost allocation method previously
required by SFAS No. 141. SFAS No. 141R will require an entity to recognize as an asset or liability at fair value
for certain contingencies, either contractual or non-contractual, if certain criteria are met. Finally, SFAS No. 141R
will require an entity to recognize contingent consideration at the date of acquisition, based on the fair value at that
date. SFAS No. 141R will be effective for business combinations completed on or after the first annual reporting
period beginning on or after December 15, 2008. Early adoption of this standard is not permitted and the standards
are to be applied prospectively only. Upon adoption of this standard, there would be no impact to our results of
operations and financial condition for acquisitions previously completed. Once adopted, we anticipate that the
goodwill recorded in connection with future acquisitions will be significantly greater than the goodwill currently
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Management’s Discussion and Analysis of Financial Condition and Results of
Operations — (continued)

recorded under SFAS No. 141, and the amount of noncontrolling interest, or minority interest as it is currently
referred to on our consolidated balance sheet, will correspondingly increase. The adoption of SFAS No. 141R is not
expected to have a material effect on our results of operations or cash flows.

In March 2008, the FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and Hedging
Activities.” SFAS No. 161 is intended to enhance the current disclosure framework in SFAS No. 133 by requiring
that objectives for using derivative instruments be disclosed in terms of underlying risk and accounting designation.
This disclosure better conveys the purpose of derivative use in terms of risks that the entity is intending to manage.
SFAS No. 161 is effective for financial statements issued for fiscal years beginning after November 15, 2008 and
will become effective for us beginning with the first quarter of 2009. We do not expect the impact of the adoption
of SFAS No. 161 to have a material effect on our financial position, results of operations or cash flows.

Quantitative and Qualitative Disclosures About Market Risk

We are subject to market risk from exposure to changes in interest rates based on our financing, investing and cash
management activities. We utilize a balanced mix of maturities along with both fixed-rate and variable-rate debt to
manage our exposures to changes in interest rates. Our debt instruments are primarily indexed to the prime rate or
LIBOR. We entered into an interest rate swap agreement in April 2006 in which $50.0 million of the principal
amount outstanding under the revolving credit facility will bear interest at a fixed-rate of 5.365% for the period from
April 28, 2006 to April 28, 2011. Interest rate changes would result in gains or losses in the market value of our
debt portfolio due to differences in market interest rates and the rates at the inception of the debt agreements. Based
upon our indebtedness at December 31, 2008, a 100 basis point interest rate change would impact our pre-tax net
income and cash flow by approximately $2.1 million annually. Although there can be no assurances that interest
rates will not change significantly, we do not expect changes in interest rates to have a material effect on our income
or cash flows in 2009.

The table below provides information as of December 31, 2008 about our long-term debt obligations based on
maturity dates that are sensitive to changes in interest rates, including principal cash flows and related weighted
average interest rates by expected maturity dates (in thousands, except percentage data):

Fair
Value at
Years Ended December 31, December 31,
2009 2010 2011 2012 2013 Thereafter Total 2008
Fixed rate........... $5,398 $3,984 $53,191 $2,156 $1,425 $ 785 % 66,939 $63,321
Average interest
rate.....ccceeeune.. 6.7% 6.7% 5.4% 6.0% 6.0% 6.2%
Variable rate ...... $1,403 $1,178 $200,198 $§ 942 § 495 $1.481 $205,697 $193,373

TALC oo 5.4% 5.5% 3.8% 5.9% 6.1% 6.5%
The difference in maturities of long-term obligations and overall increase in total borrowings from 2007 to 2008

principally resulted from our borrowings associated with acquisitions of surgery centers. The average interest rates
on these borrowings at December 31, 2008 remained consistent as compared to December 31, 2007.

17



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
AmSurg Corp.
Nashville, Tennessee

We have audited the accompanying consolidated balance sheets of AmSurg Corp. and subsidiaries (the “Company”)
as of December 31, 2008 and 2007, and the related consolidated statements of earnings, shareholders’ equity, and
cash flows for each of the three years in the period ended December 31, 2008. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of
the Company as of December 31, 2008 and 2007, and the results of its operations and its cash flows tor each of the
three years in the period ended December 31, 2008, in conformity with accounting principles generally accepted in
the United States of America.

As discussed in Note 1 to the consolidated financial statements, the Company adopted the provisions of Financial
Accounting Standards Board Interpretation No. 48, Accounting for Uncertainty in Income Taxes — an Interpretation
of SFAS No. 109, effective January 1, 2007, which resulted in the Company changing the method in which it
accounts for uncertainties in income taxes. ‘

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the Company’s internal control over financial reporting as of December 31, 2008, based on the criteria
established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission, and our report dated February 26, 2009 expressed an unqualified opinion on the Company’s
internal control over financial reporting.

/s/ DELOITTE & TOUCHE LLP

Nashville, Tennessee
February 26, 2009
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AmSurg Corp.
Consolidated Balance Sheets
December 31, 2008 and 2007
(Dollars in thousands)

Assets

Current assets:
Cash and cash eqUIVAIENLS ...........coccoiiiiiirii et
Accounts receivable, net of allowance of $11,757 and $8,310, respectively.......cc.oceevenne.
SUPPLIES INVENLOTY ..evevieiririeiiiieeieiereereeteteteest et eseeesesressterassassesssesenseesessassesessessessensenne
Deferred income taxes (NO1E€ 9).....ccceviiriiiiiieiiniiiiiiiiiiri ettt eevetseeeeseeeeieene
Prepaid and other current assets (NOLE 6) ........cooviivririiriicirenerereeeeee e
Current assets held for sale (NO€ 2).......cecurriiviiiiiniiieieiie et eassaesne e reens

TOLAl CUITENE ASSELS ....vvveievieiiiectieeeeee ettt eereeereesreeesreeeteeestseaseessesenseenssseaessereans

Long-term receivables and other assets (NOE 2) .....ccvevveiveriereererenresereresienresresseeresessesessessessenes
Property and equipment, net (notes 3, 5 and 7) .....ccciveinieirinenreiecne et
Intangible assets, net (NOES 2 ANA 4)........ccviirieiieiieiieciecee et ae et nr e et e e eaeas
Long-term assets held for sale (NOLE 2) .....ccoiiiiiiiiiiieieieeriesie ettt

TOLAl ASSELS ...vvvvviieirriiiierieiitieeeeerreeeereeeesirereerreeeeitrreessreseessraeesessaeesesseessssaeesensanenes

Liabilities and Shareholders’ Equity

Current liabilities:
Current portion of long-term debt (NOLE 5) ....veveeiieriiriiiiriece ettt
ACCOUNES PAYADIE ....ouiiieiieieeie ettt ste et be e e a e s ta e b e be et shsenbeeas
Accrued salaries and benefits (IO 6) ........cecciivieveiiesiirieceeeereeste st saeeseseae s sss e reessesbeanes
Other accrued HabIlItIES .....eiueeeeeiieeieetee ettt eaeete et eaaeseeasseneas
INCOME taXESs PAYADIE......ceiieieeieieieeee ettt sttt b e
Current liabilities held for sale (NOTE 2) .....c.ccveveiiieiiiiieieei et e e

Total current liabilities. .........cccveiieieriieeiieeiee ettt
Long-term debt (notes 2 and 5)
Deferred income taxes (IOt D) ....coveieieieeeieieceee e ceresrsae s et e se s sesessessessessessasaesasnsensesnanenns
Other long-term liabilities (notes 2, 6 and 9)..........oooveiiieiiicieeeeeeee e
Commitments and contingencies (notes 2, 5, 7, 10 and 12)
IMINOTIEY INEETESE . ...e.viiveteieiteiiitestecte st e et esteieseesesressessesaessesaessessansesseasessessessessansessassessassasassessnssiss
Preferred stock, no par value, 5,000,000 shares authorized, no shares issued or
outstanding (note 8)
Shareholders’ equity:
Common stock, no par value 70,000,000 shares authorized, 31,342,241 and 31,202,629
shares outstanding, respectively (note 8)
Deferred compensation ..........c.cccooeeeveeenreieseieiencseneeeeees
Retained earnings, net of ($634) cumulative adjustment to beginning retained
earnings on January 1, 2007 for change in accounting for uncertainties in
ITICOINE LAXES ...evveveeereresteeeesteeseeieseessaesessessessessessessesseneeseeseeneeseeneeseesesnsaseensesessasnessessensones

Total shareholders” EQUILY .......cceviiviiieniiriiiiitiectertet et

Total liabilities and shareholders’ €qUIty .........cccoeevriieiiiniiiiiiniiiiiciccicne,

See accompanying notes to the consolidated financial statements.
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2008 2007
$31,548  $29,953
63,602 61,284
8,083 6,882
1,378 1,354
17,223 18,509
25 -
121,859 117,982
46 1,653
111,884 104,874
671,914 557,125
176 -
$905,879  $781,634
$ 681 $ 5781
14240 12,703
12,040 12,415
3,246 2,291

- 1,000

35 -
36,362 34,190
265,835 216,822
54,758 41,990
22,416 15,401
66,079 62,006
177,624 172,536
(5,432) (3,916)
291,088 244,042
(2,851) (1,437)
460,429 411225
$905,879  $781,634




AmSurg Corp.

Consolidated Statements of Earnings

Years Ended December 31, 2008, 2007 and 2006
(In thousands, except earnings per share)

REVEINUES. ...ttt re s s e e v e e e s e e s e aeeasaesessevensanrane

Operating expenses:

Salaries and benefits (n0te 10).......cccceververininnininiiniii
SUPPLY COSL ..cviniiirrentirie et s b
Other operating expenses (Note 10) .........ccoovviiiiiiiiiin
Depreciation and amortization............ccovecveiviiinmiiinnneieeiiene e

Total Operating EXPEnSEs.........cccovvererererereereremererercureceserensisnisenns

Operating INCOIME ........c.veveerererrenrererremreeenerssiesisressessoseresissnsnenses
MINOTILY INEETESE ... eeeeviieeeiietieieste ettt e eree e s esressesbeeb e s ean s snesresesone i s
Interest expense, net of interest income of $249, $535 and $568,

TESPECHIVELY ..ivviiiiiiieieet et

Earnings from continuing operations before income taxes..........c...co.c..
Income tax eXPense (NOE ) ....cooeeuereeneerieeririrce et

Net earnings from continuing Operations ........c..c..cocecerereeererecnneiniinnn.
Discontinued operations:
(Loss) earnings from operations of discontinued interests in surgery
centers, net of income tax (benefit) expense..........cccecevveeiinieencrcnnen.
(Loss) gain on disposal of discontinued interests in surgery centers,
net of income tax (benefit) eXpense .........ccocevveeveimereeeiininniinciiienen

Net (loss) earnings from discontinued operations..............cccoee...
NEt CAIMINES. .....eoviiriieeeiriie ettt st s anen
Basic earnings per common share (note 7):
Net earnings from continuing Operations ............coeeecereccesiinivininniinineas
NEL CAMINES......evieeenieeieiertetestet et sese s e bbb sassae s sn e esaennane
Diluted earnings per common share:
Net earnings from continuing OPErations ...........ccccvvevvrrereeseenevinienenaens

NEt CAMINZS....cvvieeeiee ettt erreee ettt s ae e

Weighted average number of shares and share equivalents

See accompanying notes to the consolidated financial statements.
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2008 2007 2006
$600,655 $518311  $441,438
173,588 152,332 131,942
70,664 59,930 51,251
125,064 106,223 87,206
20,876 18,755 16,123
390,192 337,240 286,522
210463 181,071 154916
118,550 103,153 89,530
9,938 9,568 7,386
81,975 68,350 58,000
32,463 26,584 22,521
49,512 41,766 35.479

8) 2,079 2,723
(2,458) 330 (463)
(2,466) 2,409 2,260
$ 47,046 $ 44,175 $ 37,739
$ 157 $ 136 $ 119
$ 149 $ 144 § 127
$ 155 $ 134 $ 117
$ 147 $ 142 $ 124
31,503 30,619 29,822
31,963 31,102 30,398



AmSurg Corp.

Consolidated Statements of Changes in Shareholders’ Equity
Years Ended December 31, 2008, 2007 and 2006

(In thousands)

Balance at January 1, 2006 .........................
Issuance of common stock....
Stock options exercised ........
Share-based compensation......................
Tax benefit related to exercise of stock

OPLIONS ...veeverveiriririerie e
Comprehensive income:
Net earnings .......cocoeeeeiverrveviirenenenens
Loss on interest rate swap, net of
income tax benefit of $303..............

Total comprehensive income ......

Balance at December 31, 2006 ...................
Cumulative adjustment to
beginning retained earnings
on January 1,2007 .......cccocevvivenenennne.
Issuance of restricted common stock ......
Deferred compensation amortization.......
Cancellation of restricted
€OmMmON StOCK..c..c.eeveeeeieirecercenee.
Stock options exercised ..........cccecereunnnns
Share-based compensation......................
Tax benefit related to exercise of stock
OPLIONS ..ottt
Comprehensive income:
Net €arnings ......coceeveveveeveerervrieirenenenns
Loss on interest rate swap, net of
income tax benefit of $624..............

Total comprehensive income.......

Balance at December 31, 2007 ...................
Issuance of restricted common stock ......
Deferred compensation amortization ......
Cancellation of restricted

€COMMON SLOCK.....cueeevrererecireerieereenns
Stock options exercised ........
Stock repurchased.................
Share-based compensation
Tax benefit related to exercise of stock
OPLIONS ...vvvreeeeerieerrererirer et
Comprehensive income:
Net earnings........c.coeccveeerrernnrereeenennns
Loss on interest rate swap, net of
income tax benefit of $911..............

Total comprehensive income ......

Balance at December 31, 2008 ...................

Accumulated
Other
Common Stock Deferred Retained Comprehensive
Shares  Amount Compensation Earnings Loss Total
29,689 $131,856 $ - $162,762 $ - $294,618
3 87 - - - 87
242 3,048 - - - 3,048
- 7,030 - - - 7,030
- 1,056 - - - 1,056
- - - 37,739 - 37,739
- - - - (470) (470)
- - - - - 37,269
29,934 143,077 - 200,501 (470) 343,108
- - - (634) - (634)
200 4,616 (4,616) - - _
- - 576 - - 576
5) (124) 124 - - -
1,074 17,661 - - - 17,661
- 3,984 - - -~ 3,984
- 3,322 - - - 3,322
- - - 44,175 - 44,175
- - - - (967) 967
- - - - - 43,208
31,203 172,536 (3,916) 244,042 (1,437) 411,225
147 3,662 (3,662) - - -
- - 1,912 - - 1,912
(10) (234) 234 - - -
519 9,970 - - - 9,970
(517)  (12,413) - - - (12,413)
- 2,798 - - - 2,798
- 1,305 - - - 1,305
- - - 47,046 - 47,046
- - - - (1,414) (1,414)
- - - - - 45,632
31,342 $177,624 $(5,432) $291,088 $(2,851) $460,429

See accompanying notes to the consolidated financial statements.
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AmSurg Corp.

Consolidated Statements of Cash Flows

Years Ended December 31, 2008, 2007 and 2006
(In thousands)

2008 2007 2006

Cash flows from operating activities:
NEE CAIMINES. ....vvveveieeertrtreeee et tesetesereaeeesatae st b e snasans $ 47,046 $44,175 $37,739
Adjustments to reconcile net earnings to net cash provided by
operating activities:

MINOTILY INEETEST....cveviiiieiereeeieiiereteereercesses st s ess b eas 118,550 103,153 89,530
Distributions to mMiNOrity Partners .......c.coceveecrieviieiiinieiimnireeneseeseneeens (118,769)  (103,545) (90,668)
Depreciation and amortization .............covveeeiniriinmiccieieninnees 20,876 18,755 16,123
Net loss on sale and impairment of long-lived assets................cc...... 922 724 92
Share-based comMPensation ...........c.ccovvivieiniiieininisese e 4,710 4,560 7,030
Excess tax benefit from share-based compensation ............c.ccccevnene. (1,351) (3,322) (1,070)
Deferred INCOME LAXES.....ocvuvvieireeeeireeeeerieererneesssreaseiereseeneeeseneesenns 14,729 8,063 5,918

Increase (decrease) in cash and cash equivalents, net of effects of
acquisitions and dispositions, due to changes in:

Accounts T1eCEIVADIE, NEL .....oovvveeeeireeieieer e e e e sree e 3,792 (2,300) (1,939)
SUPPlies INVENLOTY ...cc.ueeiiiirierieiniiiiie et (83) 47 (391)
Prepaid and other current assets..........ocoivverereniniiniinienennienennan 2,344 (2,958) (383)
Accounts payable ..o (1,904) 962 1,382
Accrued expenses and other liabilities ..........cccovvniniiieininnn. (487) 8,128 4,040
OLhET, NEL...c.oiviiciciccieeee ettt be s 552 2,929 4,618
Net cash flows provided by operating activities ................. 90,927 79,371 72,021
Cash flows from investing activities:
Acquisition of interest in SUTZETy CENLEIS .......ooeeeeiieieieniereneetienieeene (118,671) (162,777) (57,029)
Acquisition of property and eqUIPMENt .........cccoeeeiiiieiiniiiininecne (18,379) (24,640) (18,468)
Proceeds from sale of interests in Surgery centers...........cccovvvvvncnnieinnene. 3,812 5,433 1,076
Net repayment of long-term receivables...........coooeoiiiiiiinninnnienens 1,458 2,616 2,627
Net cash flows used in investing activities...........cceevenrnene (131,780)  (179,368) (71,794)
Cash flows from financing activities:
Proceeds from long-term bOITOWINGS ....c.cccovvivviiiinrenicniein it 157,787 178,316 98,855
Repayment on long-term bOITOWINGS .......covoveviviviinireneiinisreinnincneas (114,788) (89,712)  (103,370)
Net proceeds from issuance of common Stock .........c.cooeveiiiceiiiieninnnnnne 9,970 17,661 3,048
Purchase of commOon StOCK ......c.cverererrieienecttec ettt (12,413) - -
Proceeds from capital contributions by minority partners...........ccococeeneee 582 430 177
Excess tax benefit from share-based compensation ..........c.ccccceveevecennenne. 1,351 3,322 1,070
Financing Cost INCUITEd .......c..cccviiiiiiiininiice s (C2)) (200) (420)
Net cash flows provided by (used in) financing activities .. 42,448 109,867 (640)
Net increase (decrease) in cash and cash equivalents.........cccooviiiniinn 1,595 9,870 (413)
Cash and cash equivalents, beginning of year ...........cococvviiiiiiinininenniencs 29,953 20,083 20,496
Cash and cash equivalents, end of year .........c.cccccoviiniiinicneis $ 31,548 § 29,953 § 20,083

See accomparying notes to the consolidated financial statements.
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AmSurg Corp.
Notes to the Consolidated Financial Statements

1. Summary of Significant Accounting Policies
a. Principles of Consolidation

AmSurg Corp. (the “Company”), through its wholly owned subsidiaries, owns majority interests, primarily 51%, in
limited partnerships and limited liability companies (“LLCs”) which own and operate ambulatory surgery centers
(“centers”). The Company also has majority ownership interests in other limited partnerships and LLCs formed to
develop additional centers. The consolidated financial statements include the accounts of the Company and its
subsidiaries and the majority owned limited partnerships and LLCs in which the Company’s wholly owned
subsidiaries are the general partner or majority member. Consolidation of such limited partnerships and LLCs is
necessary as the Company’s wholly owned subsidiaries have 51% or more of the financial interest, are the general
partner or majority member with all the duties, rights and responsibilities thereof, are responsible for the day-to-day
management of the limited partnerships and LLCs and have control of the entities. The responsibilities of the
Company’s minority partners (limited partners and minority members) are to supervise the delivery of medical
services, with their rights being restricted to those that protect their financial interests, such as approval of the
acquisition of significant assets or the incurrence of debt that they are required to guarantee on a pro rata basis based
upon their respective ownership interests. Intercompany profits, transactions and balances have been eliminated.
All limited partnerships and LLCs and minority owners are referred to herein as partnerships and partners,
respectively.

Surgery center profits are allocated to the Company’s partners in proportion to their individual ownership
percentages and reflected in the aggregate as minority interest. The partners of the Company’s surgery center
partnerships typically are organized as general partnerships, limited partnerships or limited liability companies that
are not subject to federal income tax. Each partner shares in the pre-tax earnings of the surgery center in which it is
a partner. Accordingly, the minority interest in each of the Company’s partnerships is determined on a pre-tax basis
and presented before earnings before income taxes in order to present that amount of earnings on which the
Company must determine its tax expense. In addition, distributions from the partnerships are made to both the
Company’s wholly owned subsidiaries and the partners on a pre-tax basis.

As described above, the Company is a holding company and its ability to service corporate debt is dependent upon
distributions from its partnerships. Positive operating cash flows of individual centers are the sole source of cash
used to make distributions to the Company’s wholly owned subsidiaries as well as to the partners, which the
Company is obligated to make on a monthly basis in accordance with each partnership’s partnership or operating
agreement. Accordingly, distributions to the minority partners are included in the consolidated financial statements
as a component of the Company’s cash flows from operating activities.

The Company operates in one reportable business segment, the ownership and operation of ambulatory surgery
centers.

b. Cash and Cash Equivalents

Cash and cash equivalents are comprised principally of demand deposits at banks and other highly liquid short-term
investments with maturities of less than three months when purchased.

¢. Supplies Inventory

Supplies inventory consists of medical and drug supplies and is recorded at cost on a first-in, first-out basis.
d. Prepaid and Other Current Assets

At December 31, 2008, prepaid and other current assets were comprised of prepaid insurance expense of

$2,973,000, other prepaid expenses of $3,073,000, notes receivable of $1,667,000, short-term investments of
$3,005,000, other current receivables of $4,824,000, income tax receivable of $1,021,000 and other current assets of
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AmSurg Corp.
Notes to the Consolidated Financial Statements — (continued)

$660,000. At December 31, 2007, prepaid and other current assets were comprised of prepaid insurance expense of
$2,714,000, other prepaid expenses of $2,730,000, current portion of notes receivable of $2,708,000, short-term
investments of $4,198,000, other current receivables of $5,567,000 and other current assets of $592,000.

e. Property and Equipment, net

Property and equipment are stated at cost. Equipment held under capital leases is stated at the present value of
minimum lease payments at the inception of the related leases. Depreciation for buildings and improvements is
recognized under the straight-line method over 20 to 40 years or, for leasehold improvements, over the remaining
term of the lease plus renewal options for which failure to renew the lease imposes a penalty on the Company in
such an amount that a renewal appears, at the inception of the lease, to be reasonably assured. The primary penalty
to which the Company is subject is the economic detriment associated with existing leasehold improvements which
might be impaired if a decision is made not to continue the use of the leased property. Depreciation for movable
equipment and software and software development costs is recognized over useful lives of three to ten years.

f. Intangible Assets

Goodwill

The Company applies the provisions of Statement of Financial Accounting Standards (“SFAS™) No. 142, “Goodwill
and Other Intangible Assets,” which requires that goodwill be evaluated for impairment at least on an annual basis;
impairment of carrying value will be evaluated more frequently if certain indicators are encountered. SFAS No. 142
requires that goodwill be tested at the reporting unit level, defined as an operating segment or one level below an
operating segment (referred to as a component), with the fair value of the reporting unit being compared to its
carrying amount, including goodwill. If the fair value of a reporting unit exceeds its carrying amount, goodwill of
the reporting unit is not considered to be impaired. The Company has determined that it has one operating, as well
as one reportable, segment. For impairment testing purposes, the centers qualify as components of that operating
segment. Because they have similar economic characteristics, the components are aggregated and deemed a single
reporting unit. The Company completed its annual impairment test as required by SFAS No. 142 as of

December 31, 2008, and determined that goodwill was not impaired.

Other Intangible Assets

Other intangible assets consist primarily of deferred financing costs of the Company and certain amortizable and
non-amortizable non-compete and customer agreements. Deferred finance costs and amortizable non-compete
agreements and customer agreements are amortized over the term of the related debt as interest expense and the
contractual term or estimated life (five to ten years) of the agreements as amortization expense, respectively.

g. Other Long-Term Liabilities

Other long-term liabilities are primarily comprised of tax-effected unrecognized benefits (see note 1(j)), negative
fair value of our interest rate swap and purchase price obligations.

h. Revenue Recognition

Center revenues consist of billing for the use of the centers’ facilities (the “facility fee”) directly to the patient or
third-party payor and, in limited instances, billing for anesthesia services. Such revenues are recognized when the
related surgical procedures are performed. Revenues exclude any amounts billed for physicians’ surgical services,
which are billed separately by the physicians to the patient or third-party payor.

Revenues from centers are recognized on the date of service, net of estimated contractual adjustments from third-
party medical service payors including Medicare and Medicaid (see note 1(n)). During the years ended December
31, 2008, 2007 and 2006, the Company derived approximately 34%, 34% and 35%, respectively, of its revenues
from Medicare and Medicaid. Concentration of credit risk with respect to other payors is limited due to the large
number of such payors.
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AmSurg Corp.
Notes to the Consolidated Financial Statements — (continued)

i. Operating Expenses

Substantially all of the Company’s operating expenses relate to the cost of revenues and the delivery of care at the
Company’s surgery centers. Such costs primarily include the surgery centers’ clinical and administrative salaries
and benefits, supply cost, rent and other variable expenses, such as linen cost, repair and maintenance of equipment,
billing fees and bad debt expense. Bad debt expense was approximately $17,169,000, $14,286,000 and $11,418,000
for the years ended December 31, 2008, 2007 and 2006, respectively.

j.  Income Taxes

The Company files a consolidated federal income tax return. Income taxes are accounted for under the asset and
liability method. Deferred tax assets and liabilities are recognized for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and liabilities and their respective
tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable
income in the years in which those temporary differences are expected to be recovered or settled. The effect on
deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the
enactment date.

In June 2006, the Financial Accounting Standard Board (“FASB”) issued FASB Interpretation (“FIN”") No. 48,
“Accounting for Uncertainty in Income Taxes — an interpretation of SFAS No. 109,” which clarifies the accounting
for uncertainty in income taxes recognized in financial statements in accordance with SFAS No. 109, “Accounting
for Income Taxes.” FIN No. 48 prescribes a recognition threshold and measurement attribute for the financial
statement recognition and measurement of a tax position taken or expected to be taken in a tax return. The
provisions of FIN No. 48 are effective for fiscal years beginning after December 15, 2006, with the cumulative
effect of the change in accounting principle recorded as an adjustment to opening retained earnings. The Company
adopted the provisions of FIN No. 48 on January 1, 2007. As of the adoption date, the Company had no
unrecognized benefits that, if recognized, would affect its effective tax rate. Except for a cumulative adjustment in
accordance with FIN No. 48, it is the Company’s policy to recognize interest accrued and penalties, if any, related to
unrecognized benefits as income tax expense in its statement of earnings. Approximately $1,101,000 of accrued
interest was established as a FIN No. 48 liability on January 1, 2007 through a tax affected adjustment to beginning
retained earnings of $634,000. Additionally, as of January 1, 2007, the Company reclassified approximately
$4,868,000 from long-term deferred tax liability to other long-term liabilities to reflect the amount of its tax-effected
unrecognized benefits.

The Company and its subsidiaries file income tax returns in the U.S. federal jurisdiction and various state
jurisdictions. With few exceptions, the Company is no longer subject to U.S. federal or state income tax
examinations for years prior to 2003.

k. Earnings Per Share

Basic earnings per share is computed by dividing net earnings available to common shareholders by the combined
weighted average number of common shares, while diluted earnings per share is computed by dividing net earnings
available to common shareholders by the weighted average number of such common shares and dilutive share
equivalents.

l.  Fair Value of Financial Instruments

Cash and cash equivalents, receivables and payables are reflected in the financial statements at cost, which
approximates fair value. Short-term investments are recorded at fair value of $3,005,000. The fair value of fixed-
rate long-term debt, with a carrying value of $66,939,000, was $63,321,000 at December 31, 2008. The fair value of
variable-rate long-term debt, with a carrying value of $205,697,000, was $193,373,000 at December 31, 2008.

m. Share-Based Compensation

Beginning January 1, 2006, the Company adopted SFAS No. 123R, “Share-Based Payment (Revised 2004).” This
statement addresses the accounting for share-based payment transactions in which a company receives employee
and non-employee services in exchange for the company’s equity instruments or liabilities that are based on the fair
value of the company’s equity securities or may be settled by the issuance of these securities. SFAS No. 123R
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eliminates the ability to account for share-based compensation using Accounting Principles Board (“APB”) Opinion
No. 25, “Accounting for Stock Issued to Employees,” and generally requires that such transactions be accounted for
using a fair value method. The Company adopted SFAS No. 123R using the modified prospective method, which
does not require restatement of prior periods, and applies the Black-Scholes method of valuation in determining
share-based compensation expense. Prior to 2006, the Company accounted for its stock option plans in accordance
with the provisions of APB Opinion No. 25 and related interpretations. Under APB Opinion No. 25, compensation
expense was recorded on the date of grant if the current market price of the underlying stock exceeded the exercise
price.

SFAS No. 123R also requires companies to calculate an initial “pool” of excess tax benefits available at the adoption
date to absorb any tax deficiencies that may be recognized under SFAS No. 123R. The pool includes the net excess
tax benefits that would have been recognized if the company had adopted SFAS No. 123, “Accounting for Stock-
Based Compensation,” for recognition purposes on its effective date. The Company elected to calculate the pool of
excess tax benefits under the alternative transition method described in FASB Staff Position FAS No. 123R-3,
“Transition Election to Accounting for Tax Effects of Share-Based Payment Awards.”

SFAS No. 123R also requires the benefits of tax deductions in excess of recognized compensation cost to be
reported as a financing cash flow, rather than as an operating cash flow as required under APB Opinion No. 25 and
related interpretations. This requirement reduced the Company’s net operating cash flows and increased its
financing cash flows by $1,351,000, $3,322,000 and $1,070,000 for the years ended December 31, 2008, 2007 and

2006, respectively.

As part of its SFAS No. 123R adoption, the Company examined concentrations of holdings, its historical patterns of
option exercises and forfeitures as well as forward-looking factors, in an effort to determine if there were any
discernable employee populations. From this analysis, the Company identified three employee populations,
consisting of senior executives, officers and all other recipients.

The expected volatility rate applied was estimated based on historical volatility. The expected term assumption
applied is based on contractual terms, historical exercise and cancellation patterns and forward-looking factors
where present for each population identified. The risk-free interest rate used is based on the U.S. Treasury yield
curve in effect at the time of the grant. The pre-vesting forfeiture rate is based on historical rates and forward-
looking factors for each population identified. As required under SFAS No. 123R, the Company will adjust the
estimated forfeiture rate to its actual experience. The Company is precluded from paying dividends under its credit
facility, and therefore, there is no expected dividend yield.

n. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

The determination of contractual and bad debt allowances constitutes a significant estimate. Some of the factors
considered by management in determining the amount of allowances to establish are the historical trends of the
centers’ cash collections and contractual and bad debt write-offs, accounts receivable agings, established fee
schedules, contracts with payors and procedure statistics. Accordingly, net accounts receivable at December 31,
2008 and 2007 reflect allowances for contractual adjustments of $94,053,000 and $79,937,000, respectively, and
allowance for bad debt expense of $11,757,000 and $8,310,000, respectively.

0. Recent Accounting Pronouncements
In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements.” SFAS No. 157 defines fair value,

establishes a framework for measuring fair value, and expands disclosures about fair value measurements. SFAS
No. 157 is effective for financial statements for fiscal years beginning after November 15, 2007 and became
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effective for the Company beginning January 1, 2008. The adoption of SFAS No. 157 did not have an effect on the
Company’s financial position, results of operations or cash flows. Additional footnote disclosure has been provided
that describes the measurement methods applied to assets and liabilities that are measured on a recurring basis.

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial
Liabilities.” SFAS No. 159 allows entities the option to measure eligible financial instruments at fair value as of
specified dates. Such election, which may be applied on an instrument by instrument basis, is typically irrevocable
once elected. SFAS No. 159 is effective for financial statements issued for fiscal years beginning after November
15,2007 and became effective for the Company on January 1, 2008. The impact of the adoption of SFAS No. 159
did not have a material effect on the Company’s financial position, results of operations or cash flows.

In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial
Statements, an Amendment of Accounting Research Bulletin No. 51.” SFAS No. 160 establishes accounting and
reporting standards for ownership interests in subsidiaries held by parties other than the parent, changes in a parent’s
ownership of a noncontrolling interest, calculation and disclosure of the consolidated net income attributable to the
parent and the noncontrolling interest, changes in a parent’s ownership interest while the parent retains its
controlling financial interest and fair value measurement of any retained noncontrolling equity investment. SFAS
No. 160 is effective for financial statements issued for fiscal years beginning after December 15, 2008, and interim
periods within those fiscal years. Early adoption of this standard is prohibited. The adoption of SFAS No. 160 will
result in changes in the presentation of the Company’s financial position, primarily due to reclassification of
minority interest to a component of shareholders’ equity, but is not expected to have a material effect on the
Company’s results of operations or cash flows.

In December 2007, the FASB issued SFAS No. 141R, “Business Combinations,” which replaces SFAS No. 141,
“Business Combinations.” SFAS No. 141R retains the fundamental requirements in SFAS No. 141 that the
acquisition method of accounting be used for all business combinations and for an acquirer to be identified for each
business combination. SFAS No. 141R defines the acquirer as the entity that obtains control of one or more
businesses in the business combination and establishes the acquisition date as the date the acquirer achieves control.
SFAS No. 141R will require an entity to record separately from the business combination the direct costs, where
previously these costs were included in the total allocated cost of the acquisition. SFAS No. 141R will require an
entity to recognize the assets acquired, liabilities assumed and any noncontrolling interest in the acquired business at
the acquisition date, at their fair values as of that date. This compares to the cost allocation method previously
required by SFAS No. 141. SFAS No. 141R will require an entity to recognize as an asset or liability at fair value
for certain contingencies, either contractual or non-contractual, if certain criteria are met. Finally, SFAS No. 141R
will require an entity to recognize contingent consideration at the date of acquisition, based on the fair value at that
date. SFAS No. 141R will be effective for business combinations completed on or after the first annual reporting
period beginning on or after December 15, 2008. Early adoption of this standard is prohibited and the standards are
to be applied prospectively only. Upon adoption of this standard, there would be no impact to the Company’s
results of operations and financial condition for acquisitions previously completed. Once adopted, the Company
anticipates that the goodwill recorded in connection with future acquisitions will be significantly greater than the
goodwill currently recorded under SFAS No. 141, and the amount of noncontrolling interest, or minority interest as
itis currently referred to on the Company’s consolidated balance sheet, will correspondingly increase. The adoption
of SFAS No. 141R is not expected to have a material effect on the Company’s results of operations or cash flows.

In March 2008, the FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and Hedging
Activities.” SFAS No. 161 is intended to enhance the current disclosure framework in SFAS No. 133 by requiring
that objectives for using derivative instruments be disclosed in terms of underlying risk and accounting designation.
This disclosure better conveys the purpose of derivative use in terms of risks that the entity is intending to manage.
SFAS No. 161 is effective for financial statements issued for fiscal years beginning after November 15, 2008 and
will become effective for the Company beginning with the first quarter of 2009. The adoption of SFAS No. 161 is
not expected to have a material effect on the Company’s financial position, results of operations or cash flows.

p. Reclassifications and Restatements

Certain prior year amounts have been restated to reflect discontinued operations as further discussed in note 2(c).
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2. Acquisitions and Dispositions
a. Acquisitions

The Company, through wholly owned subsidiaries and in separate transactions, acquired a majority interest in 19
and 21 surgery centers during 2008 and 2007, respectively. Consideration paid for the acquired interests consisted
of cash and purchase price obligations in 2008 and cash in 2007. Total acquisition price and cost in 2008 and 2007
was $118,671,000 and $162,777,000, respectively, of which the Company assigned $117,003,000 and
$153,399,000, respectively, to goodwill and other non-amortizable intangible assets. The goodwill is expected to be
fully deductible for tax purposes.

At December 31, 2008, the Company had contingent purchase price obligations of $580,000 related to a current year
acquisition dependent upon certain requirements of the physician entity. The Company expects to fund the purchase
price obligation in early 2009. At December 31, 2007, the Company had contingent purchase price obligations of
$1,715,000, primarily related to six of its 2007 and 2006 acquisitions dependent upon final rulemaking by The
Centers for Medicare and Medicaid Services, or CMS, related to a change in the rate setting methodology, payment
rates, payment policies and the list of covered surgical procedures for ambulatory surgery centers. In July 2007,
CMS announced a final rule to be effective January 1, 2008. The Company funded the purchase price obligations in
January and February 2008 through long-term borrowings under the Company’s credit facility (see note 5). The
purchase price obligations were reflected as other long-term liabilities in the balance sheet as of December 31, 2007.

b. Pro Forma Information
The unaudited consolidated pro forma results for the years ended December 31, 2008 and 2007, assuming all 2008

and 2007 acquisitions had been consummated on January 1, 2007, are as follows (in thousands, except per share
data):

2008 2007

REVETIUES oo oeeeeeeeeeeeeteeeeeeeee e e eeeeeteessesseesseesaaasesssaassassaesreenseemeesaeesbaasbessbsarbansenrneassassasass $661,116  $634,995
Net earnings from continuing OPETAtions ........ccvvviirrirneinniinneni s 53,707 49,015
INEE AITHIZS . vevreceeereuemeereeeae sttt sae et sts b are s st s bttt b bbbt 51,241 51,424
Net earnings from continuing operations per common share:

BASIC ... vevetreeeseeseeeertesetetsessesstetesesesesesesaseseseEebebe ke sttt b be s s bea e Rt R et $ 170 § 1.60

DHIULEG. .ottt e e e s e e sesae e b e eres e e sstsse s s e e e ar s cra s s e s p et sb st esue b s $ 168 § 158
Net earnings per common share:

BASIC. 1. eeevereeeeeeeee e eeeeteesseteresebasabes et a e ne ket ettt et R ARt $ 163 $ 1.68

DHIUEEA. .. eveeeeeeeeeeie ettt e e e et et st se e e en st sbas b eae s e sb e n b e ab e b st bt n et ieen $ 160 $§ 1.65
Weighted average number of shares and share equivalents:

BASIC. o evenveeereeetereseestesesseseeseesessetesaeseseasebese et e s seeme st s a s e AR bR bbbt e 31,503 30,619

DALIEEA. ...ttt et et eb e et e e e e et sas s b e b e b e st 31,963 31,102

c. Dispositions

During 2008, the Company sold its interest in three surgery centers and began pursuing the sale of its interest in one
additional center. This center’s assets and liabilities have been classified as held for sale. In addition, the Company
disposed of three non-operational centers as of December 31, 2008. The Company recognized an after-tax loss of
$2,458,000 associated with these dispositions. During 2007, the Company sold its interest in three surgery centers
and closed a center, recognizing a net after tax gain of $330,000. During 2006, the Company sold its interests in
four surgery centers and recognized an after tax loss of $463,000. In the aggregate, the Company received
$3,812,000 in cash and a secured note receivable of $885,000 associated with the 2008 transactions, $5,433,000 in
cash associated with the 2007 transactions, and $1,076,000 in cash and a secured note receivable of $108,000
associated with the 2006 transactions. The Company’s disposition of its interests in the surgery centers in 2008,
2007, and 2006 as described above resulted from management’s assessment of the limited growth opportunities at
these centers.
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The results of operations of the 14 centers have been classified as discontinued operations and prior periods have
been restated. Results of operations of the combined discontinued surgery centers for the years ended December 31,
2008, 2007 and 2006 are as follows (in thousands):

2008 2007 2006
REVENUES ...ttt e $5,562 $19,134 $26,167
(Loss) earnings before iINCOme taxes .............oovevveemeerereeeeeeeeeeseneeeennan, (13) 3,418 4,453
INet (10SS) CAMMINGS .....ccovriririrreriiieieriteteeeeeee ettt ®) 2,079 2,723

3. Property and Equipment

Property and equipment at December 31, 2008 and 2007 were as follows (in thousands):

2008 2007
Land and imProOVEMENLS ............cueveeuveveieeeeieeeeieeseeseee e e ees e e e s s, $§ 164 § 164
Building and iMpProvements ...............coco.cveviiioieueueeereeeoseereeeeeeesee oo 88,875 83,745
Movable equipment, software and software development COStS............ooovvererrrennnnn. 131,085 115,944
CONSLIUCTION TN PIOZIESS........vveeeveeeereeieeeteeeee s etesee e eeees e e oo e es s oo e 4,913 3,431

225,037 203,284
Less accumulated depreciation............o.ocveeeevereeeeee oo eee oo 113,153 98,410

Property and eqUIPMENt, NEL..........coeueeievuieivieeeeececeeeeeeee e e, $111,884 $104,874

The Company capitalized interest in the amount of $96,000, $213,000 and $222,000 for the years ended December
31, 2008, 2007 and 2006, respectively. At December 31, 2008, the Company and its partnerships had unfunded
construction and equipment purchases of approximately $1,237,000 in order to complete construction in progress.
Depreciation expense for continuing and discontinued operations for the years ended December 31, 2008, 2007 and
2006 was $21,185,000, $19,516,000 and $17,315,000, respectively.

4. Intangible Assets

Amortizable intangible assets at December 31, 2008 and 2007 consisted of the following (in thousands):

2008 2007
Gross Gross
Carrying  Accumulated Carrying Accumulated
Amount Amortization Net Amount  Amortization Net
Deferred financing cost.......... $2,744 ($2,018) § 726 $2,703 ($1,738) $ 965
Customer and non-compete
agreements...................... 3,180 (1,418) 1,762 3,180 (1,218) 1,962
Total amortizable
intangible assets....... $5,924 ($3,436) $2,488 $5,883 ($2,956) $2,927

Amortization of intangible assets for the years ended December 31, 2008, 2007 and 2006 was $480,000, $453,000
and $349,000, respectively. Estimated amortization of intangible assets for the five years and thereafter subsequent
to December 31, 2008 is $509,000, $508,000, $365,000, $223,000, $222,000 and $661,000.
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The changes in the carrying amount of goodwill for the years ended December 31, 2008 and 2007 are as follows (in
thousands):

2008 2007

Balance, beginning of Year .........ccovieiieininiicni i $546,915  $397,147
Goodwill acquired dUIiNg YEAT ........coorieieiieineinriineic e 117,003 153,399
Goodwill disposed of AUIING YEAT........cccviiiiiieeiiniieee e (2,225) (3,631
Balance, end Of YEaT.....cc.ccvviuriiiririireniie e $661,693  $546,915

At December 31, 2008 and 2007, other non-amortizable intangible assets related to non-compete arrangements was
$7,733,000 and $7,283,000, respectively.

5. Long-term Debt

Long-term debt at December 31, 2008 and 2007 was comprised of the following (in thousands):

2008 2007

$300,000,000 credit agreement at prime, or LIBOR plus 0.50% to 1.50%, or a
combination thereof (average rate of 2.64% at December 31, 2008), due July 2011. $249.000 $201,000

Other debt at an average rate of 5.9%, due through 2024.........c.cccoviiniiiiniinis 17,445 17,786
Capitalized lease arrangements at an average rate of 7.4%, due through 2013

(SEE TIOLE 7).vovveeerererereeererercsisisin sttt 6,191 3,817

272,636 222,603

LSS CUITENE POTEIOM ....cueuerierrereecuiaiaisisieniiss sttt sttt bbb bbbt 6,801 5,781

LoNE-tErmM At .......cecveemecrimimniiieiice e $265,835 $216,822

The Company’s revolving credit facility permits the Company to borrow up to $300,000,000 to, among other things,
finance its acquisition and development projects and any future stock repurchase programs at an interest rate equal
to, at the Company’s option, the prime rate, or LIBOR plus 0.50% to 1.50%, or a combination thereof; provides for
a fee of 0.15% to 0.30% of unused commitments; prohibits the payment of dividends; and contains certain covenants
relating to the ratio of debt to net worth, operating performance and minimum net worth. Borrowings under the
revolving credit facility mature in July 2011. At December 31, 2008, the Company had $249,000,000 outstanding
under its revolving credit facility and was in compliance with all covenants.

Certain partnerships included in the Company’s consolidated financial statements have loans with local lending
institutions, included above in other debt, which are collateralized by certain assets of the centers with a book value
of approximately $44,007,000. The Company and the partners have guaranteed payment of the loans in proportion
to the relative partnership interests.

Principal payments required on long-term debt in the five years and thereafter subsequent to December 31, 2008 are
$6,801,000, $5,162,000, $253,389,000, $3,098,000, $1,920,000 and $2,266,000.

The Company entered into an interest rate swap agreement in April 2006, the objective of which is to hedge
exposure to the variability of the future expected cash flows attributable to the variable interest rate of a portion of
the Company’s outstanding balance under its revolving credit facility. The interest rate swap has a notional amount
of $50,000,000. The Company pays to the counterparty a fixed-rate of 5.365% of the notional amount of the interest
rate swap and receives a floating rate from the counterparty based on LIBOR. The interest rate swap matures in
April 2011. In the opinion of management and as permitted by SFAS No. 133, “Accounting for Derivative
Investments and Hedging Activities,” the interest rate swap (as a cash flow hedge) is a fully effective hedge.
Payments or receipts of cash under the interest rate swap are shown as a part of operating cash flow, consistent with
the interest expense incurred pursuant to the credit facility. At December 31, 2008, the swap had a negative fair
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value of $4,689,000 and is included as part of other long-term liabilities. The value of the swap represents the
estimated amount the Company would have paid as of December 31, 2008 upon termination of the agreement based
on a valuation obtained from the financial institution that is the counterparty to the interest rate swap agreement.
The fair value of the interest rate swap decreased by $1,414,000 and $967,000, net of income taxes, for the years
ended December 31, 2008 and 2007, respectively, and accordingly, accumulated other comprehensive loss, net of
income taxes, was $2,851,000 and $1,437,000 at December 31, 2008 and 2007, respectively.

6. Fair Value Measurements

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements.” This statement defines fair
value, establishes a framework for measuring fair value, and expands disclosures about fair value measurements.
The statement is effective for financial statements issued for fiscal years beginning after November 15, 2007 and
became effective for the Company beginning January 1, 2008, except for disclosures of non-financial assets and
liabilities, which were delayed by FASB Staff Position No. 157-2, “Fair Value Measurements,” until January 1,
2009.

In determining the fair value of assets and liabilities that are measured on a recurring basis, the following
measurement methods were applied as of December 31, 2008 in accordance with SFAS No. 157 and were
commensurate with the market approach (in thousands):

Fair Value Measurements at
Reporting Date Using:

Quoted Prices
in Active Significant
Markets for Other Significant
December 31, Identical Observable Unobservable
2008 Assets Inputs Inputs
Assets:
Supplemental executive retirement savings plan
INVESTIMENLS ...eovveevieeeeeeeeeecteere s ereeesneesaeseseseasesaeene $3,005 $ - $3,005 $ -
Liabilities:
Supplemental executive retirement savings plan
OBLIGALIONS .....vevovererereveeieeereree et sesasenas $2,916 s - $2,916 $ -
Interest rate swap agreement..........coccvveveervereereneenenes 4,689 — 4,689 —
Total liabilities........cccorerrerrrrirecnreneeereneene $7,605 I $7,605 $ -

The supplemental executive retirement savings plan investments and obligations are included in prepaid and other
current assets and accrued salaries and benefits, respectively. The interest rate swap agreement is included in other
long-term liabilities.
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7. Leases

The Company has entered into various building and equipment operating leases and equipment capital leases for its
surgery centers in operation and under development and for office space, expiring at various dates through 2029.
Future minimum lease payments, including payments during expected renewal option periods, at December 31,
2008 were as follows (in thousands):

Capitalized

Year Ended Equipment Operating
December 31, Leases Leases
2009 ... et et e ebe st ens b $2,825 $ 32,134
2000 et b et b et en st 1,937 31,529
20T ettt s 1,435 30,960
2002 et s e 581 30,454
2003 et etttk ekttt 98 29,675
TRETEATIET ...ttt ettt ettt et e e e e taeesaaesabbeesabeassreesbaeenees 2 245,822

Total MINIMUM TENTALS ....oooviiii ittt 6,878 $400,574
Less amounts representing interest at rates ranging from 2.5% to 10.1% 687

Capital lease ObHZAtoNS.......c.oovviriririreieeieee et $6,191

At December 31, 2008, equipment with a cost of approximately $7,989,000 and accumulated depreciation of
approximately $2,090,000 was held under capital leases. The Company and the partners in the partnerships have
guaranteed payment of certain of these leases. Rental expense for operating leases for the years ended December
31, 2008, 2007 and 2006 was approximately $32,782,000, $28,003,000 and $24,173,000, respectively (see note 10).

8. Shareholders’ Equity
a. Common Stock

In September 2008, the Company’s board of directors authorized a stock repurchase program for up to $25,000,000
of the Company’s outstanding common stock over the next 12 months. The primary intent of the program is to
mitigate the dilutive effect of shares issued pursuant to the Company’s stock incentive plans. During the three
months ended December 31, 2008, the Company purchased 517,052 shares of the Company’s common stock for
approximately $12,413,000, at an average price of $24 per share.

b. Shareholder Rights Plan

In 1999, the Company’s Board of Directors adopted a shareholder rights plan and declared a distribution of one
stock purchase right for each outstanding share of the Company’s common stock to shareholders of record on
December 16, 1999 and for each share of common stock issued thereafter. Each right initially entitles its holder to
purchase one one-hundredth of a share of Series C Junior Participating Preferred Stock, at $48, subject to
adjustment. With certain exceptions, each right will become exercisable only when a person or group acquires, or
commences a tender or exchange offer for, 20% or more of the Company’s outstanding common stock. Rights will
also become exercisable in the event of certain mergers or asset sales involving more than 50% of the Company’s
assets or earning power. Upon becoming exercisable, each right will allow the holder (other than the person or
group whose actions triggered the exercisability of the rights), under specified circumstances, to buy either securities
of the Company or securities of the acquiring company (depending on the form of the transaction) having a value of
twice the then current exercise price of the rights. The rights expire on December 2, 2009.
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c. Earnings per Share

The following is a reconciliation of the numerator and denominators of basic and diluted earnings per share (in
thousands, except per share amounts):

Earnings Shares Per Share
{Numerator) (Denominator) Amount

For the year ended December 31, 2008:

Net earnings from continuing operations per share (basic): $49,512 31,503 $1.57
Effect of dilutive securities Options........c..cceveereeereeueenenn - 460
Net earnings from continuing operations (diluted)............. $49,512 31,963 $1.55
Net earnings per common share (basic): $47,046 31,503 $1.49
Effect of dilutive securities 0ptions...........coeceverrrererenencen. - 460
Net earnings per common share (diluted)...........ccooverernene. $47,046 31,963 $1.47
For the year ended December 31, 2007:
Net earnings from continuing operations per share (basic): $41,766 30,619 $1.36
Effect of dilutive securities options..........c.cccceeeevevrrcrencnne. - 483
Net earnings from continuing operations (diluted)............. $41,766 31,102 $1.34
Net earnings per common share (basic): $44,175 30,619 $1.44
Effect of dilutive securities options.........c.ccoeecvvverererninene - 483
Net earnings per common share (diluted).........c.coccccrrvnnnene. $44,175 31,102 $1.42
For the year ended December 31, 2006:
Net earnings from continuing operations per share (basic): $35,479 29,822 $1.19
Effect of dilutive securities Options........coeceeereercrererurennnen. = 576
Net earnings from continuing operations (diluted)............. $35,479 30,398 $1.17
Net earnings per common share (basic): $37,739 29,822 $1.27
Effect of dilutive securities Options.........cccocercverecrrrcnnee = 576
Net earnings per common share (diluted).........c.cccocouruenneen. $37,739 30,398 $1.24

d. Stock Incentive Plans

In May 2006, the Company adopted the AmSurg Corp. 2006 Stock Incentive Plan. The Company also has options
outstanding under the AmSurg Corp. 1997 Stock Incentive Plan, under which no additional options may be granted.
Under these plans, the Company has granted restricted stock and non-qualified options to purchase shares of
common stock to employees and outside directors from its authorized but unissued common stock. Restricted stock
granted to outside directors vests over a two-year term and is restricted from trading for five years from the date of
grant. Restricted stock granted to employees vests at the end of four years from the date of grant. The fair value of
restricted stock is determined based on the closing bid price of the Company’s common stock on the grant date.

Options are granted at market value on the date of the grant. Prior to 2007, granted options vested ratably over four
years. Options granted in 2007 and 2008 vest four years from the grant date. Options have a term of ten years from
the date of grant. At December 31, 2008, 2,659,030 shares were authorized for grant and 1,621,802 shares were
available for future equity grants, including 616,306 for restricted stock.
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In accordance with SFAS No. 123R, the Company recorded share-based expense of $4,710,000, $4,560,000 and
$7,030,000 in 2008, 2007 and 2006, respectively. The total fair value of shares vested during the years ended
December 31, 2008, 2007 and 2006, was $6,523,000, $5,729,000 and $5,946,000, respectively. Cash received from
option exercises for the years ended December 31, 2008, 2007 and 2006 was approximately $9,970,000,
$17,661,000 and $3,048,000, respectively, and the actual tax benefit realized for the tax deductions from option
exercise of the share-based payment arrangements totaled approximately $1,549,000, $3,558,000 and $1,147,000 for
the years ended December 31, 2008, 2007 and 2006, respectively. As of December 31, 2008, the Company had total
compensation cost of approximately $8,262,000 related to non-vested awards not yet recognized, which the
Company expects to recognize through 2012 and over a weighted-average period of 1.4 years.

A summary of the status of and changes for non-vested restricted shares for the two years ended December 31, 2008,
is as follows:

Weighted
Number Average
of Exercise

Shares Price
Non-vested shares at January 1, 2007.......ccoovvvoiiiiiiieieneeneeieenenece e 3,262 $26.19
SHhares @ranted ........coecvreeririieieiee ettt sttt 199,795 23.11
Shares VESIEA ... .eooeeeiieieeiieeeeie ettt et e et e et e e sate st e besate s srenreeeeeeas (3,626) 25.27
Shares FOrfeItEd .......oovveeeeeie et e e re e s be e e s sesbeeessnreanes (5,432) 22.84
Non-vested shares at December 31, 2007........cooiiiieiiiiieeeeeeer e eseeesesenee e 193,999 23.13
Shares Zranted ........ccoceoeveeirieeeeeeee et 147,724 24.79
SHhares VESTEA .......eovviviereeerreeeee ettt e e et re e e st s s sn e 4,210) 24.94
Shares fOrfEIted. ... ...ovvvieeeeeeeee et e e be e s s esr e s saeen s (9,762) 24.01
Non-vested shares at December 31, 2008.......cvvvviioiiiiiiiieeeeeecere e ereeree e 327,751 $23.83

The Company estimated forfeiture rates of restricted stock of 3% and 8% for the years ended December 31, 2008
and 2007, respectively.
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A summary of stock option activity for the three years ended December 31, 2008 is summarized as follows:

Weighted
Weighted Average
Number Average Remaining
of Exercise Contractual
Shares Price Term (in years)

Outstanding at December 31,2005 ... 3,838,181 $19.82 7.4

Options granted ..........oeoveevenercenoieieiinniiic e 1,171,532 21.50

Options exercised with total intrinsic value of $2,926,000 ..  (241,883) 12.64

Options terminated ...........ccoeoeeeereeveccrvicnncnnieicinnnenion _ (178,298) 24.09
Outstanding at December 31, 2006 .........cccocorciciniiciiniininiincns 4,589,532 20.46 7.1

Options granted ..........coeeveeeerereernenneecciseneseseneennens 385,293 22.84

Options exercised with total intrinsic value of $7,639,000 .. (1,074,334) 16.44

Options terminated .........c.ccevvuiioicniinniiiniiieeeeenne (226,017) 23.22
Outstanding at December 31, 2007 .......cccccvvieninnineneinnnceinnens 3,674,474 21.72 6.7

Options ranted ........c.ccoeeervereeeerinnnrentiereenretene oo 203,911 24.75

Options exercised with total intrinsic value of $3,947,000.. (518,702) 19.25

Options terminated ..........ccccoceiererceninneneenicenree i (83,880) 24.26
Outstanding at December 31, 2008 with aggregate intrinsic

value 0f $6,343,000.........cccveririreeeeieeniree e 3,275,803 $22.23 6.1
Vest or expected to vest at December 31, 2008 with total

intrinsic value of $6,260,870..........cccvieeeiiicieie e 3,177,529 $22.21 6.1
Exercisable at December 31, 2008 with total intrinsic value of

$5,449,000........ ettt 2,206,067 $21.77 52

The aggregate intrinsic value represents the total pre-tax intrinsic value received by the option holders on the
exercise date or that would have been received by the option holders had all holders of in-the-money outstanding
options at December 31, 2008 exercised their options at the Company’s closing stock price on December 31, 2008.

Applied assumptions for the years ended December 31, 2008, 2007 and 2006 are presented below (dollars in

thousands, except per share amounts):

2008 2007 2006
Applied assumptions:
Weighted average fair value of options at the date of grant ..................... $ 820 $ 8.62 $ 7.61
Dividends.......c.cccvueiiininciniiicc e - - -
Expected termy/life of options in YEars ........cccvvvveviiiicviniiiniiicnnecini 5.1 4.9 4
Forfeiture rate for Options..........ccevvevenencocnicnniininiiieee - 0.1 11.4%
Forfeiture rate for restricted stock ..........ccoccoviivininiiiii, 3.0% 3.0% -
Average risk-free interest rate ..........cceceeeeereereeneiviicenieniccnce e, 2.7% 4.7 4.6%
VOLAtIIIEY FALE .. evveeiieveeerierineteic et b 31.9% 34.2% 37.6%
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9. Income Taxes

As discussed in note 1(j), the Company adopted FIN No. 48 on January 1, 2007. The initial application of FIN No.
48 to the Company’s tax positions had a cumulative effect on the Company’s shareholders’ equity of $634,000 and
deferred income tax liabilities decreased $4,868,000 and the liability for unrecognized tax benefits, including
interest, increased by $5,969,000. A reconciliation of the beginning and ending amount of the liability associated
with unrecognized tax benefits for the two years ended December 31, 2008 is as follows (in thousands):

2008 2007
Balance at beginning Of YEar ..........ccocvieiirieiiiiriiieeieieie et $5,569 $4.868
Additions for tax positions Of CUITENt YEAT ..........ccevroiriirriiviiiieiieene st 621 701
Balance at end Of YEAT .......ccocveviviiiiiieieierice ettt $6,190 $5,569

The total amount of unrecognized tax benefits that would affect our effective tax rate if recognized is zero.

The Company recognizes interest and penalties related to unrecognized tax benefits in income tax expense. Upon
adoption of FIN No. 48, the total amount of interest recognized on the balance sheet was approximately $1,101,000.
Additional interest of $57,000 and $388,000 was recognized in the consolidated statement of earnings for the years
ended December 31, 2008 and 2007, respectively, resulting in a total recognition of approximately $1,546,000 and
$1,489,000 in the consolidated balance sheet at December 31, 2008 and 2007, respectively. No amounts for
penalties have been recorded.

The Company’s unrecognized tax benefits represent an amortization deduction which is temporary in nature. The
Company believes that it is reasonably possible that the total amount of unrecognized tax benefits will increase
$475,000 within the next 12 months due to continued amortization deductions.

The Company is subject to taxation in the U.S. and various states jurisdictions. The Company’s tax years for 2005
through 2007 are subject to examination by the tax authorities. With few exceptions, the Company is no longer

subject to U.S. federal or state and local tax examinations by tax authorities for years before 2005.

Total income taxes expense (benefit) for the years ended December 31, 2008, 2007 and 2006 was included within
the following sections of the consolidated financial statements as follows (in thousands):

2008 2007 2006

Income from coNtinUINg OPErations..........cceeeeerueveririecieriessrerteeeeresiereereanesesaesaeenas $32,463  $26,584 $22,521

Discontinued OPELAtIONS ......c.ovveeuieeeeeeeeeeeeeeeeeteete et ere e ee e eteeee e eenesee s eereeneenes (933) 1,553 2,102

Shareholders’ EQUILY .....ccvoieeiieieeeee et ea st ese e eraessesaensesrassans (1,305) (3,945 (1,359
TOAL ..ot eb e st b e ar e b e e eaaaetseeeabenans $30,225 $24,192 $23,264

Income tax expense from continuing operations for the years ended December 31, 2008, 2007 and 2006 was
comprised of the following (in thousands):

2008 2007 2006

Current:
FEAEIAL...... oottt r et r e e e e et e e e e ete e e s e e e s e nneneaas $20,042 $14,648 $14,840
AL ...eeeuieeereee sttt ettt rb e e et e bt e s te e ba e st e anne e steeeenteerbbeannbeenns 4,038 2,892 3,015
DELRITEA........eiiiiiiiciet ettt e et a st e e e r e b e et e e e e ssaennaeeaeas 8,383 9,044 4,666
INCOME LAX EXPEISE ..vveviririenieretenieeietenieteresereeeaeseesetneeennessseeseseeasesencesneseesens $32,463  $26,584 $22,521
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Income tax expense from continuing operations for the years ended December 31, 2008, 2007 and 2006 differed
from the amount computed by applying the U.S. federal income tax rate of 35% to earnings before income taxes as a

result of the following (in thousands):

2008 2007 2006
Statutory federal iNCOME tAX ......oovvverevueeeiiriieirteretsieeresrerersseesesaesesasseseeesssaeses $28,691 $23,922  $20,300
State income taxes, net of federal income tax benefit ........... e aa——as 2,440 2,674 2,466
Increase (decrease) in valuation allowances............cceoveeveriernienieennsieeeneeeeienee 1,153 (326) 61
Interest related to unrecognized tax benefits under FIN No. 48 ..o 57 224 -
ORET ..ttt e e bbb b e 122 90 (306)
INCOME tAX EXPENSE ....voviiviiririereieriiee et $32,463 $26,584 $22521

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred

tax liabilities at December 31, 2008 and 2007 were as follows (in thousands):

Deferred tax assets:
Allowance for uncollectible aCCOUNLS...........ocevvvvverieeeetieeeeeeeeeeeeeeeeeee e e eebee e eear e eeeeraeenns
Accrued assets and OthET ..........cccvvieiveieiiie et eere et e e ereeerree e e esaeeseraesaeesbsassnees
State Net OPErating L0SS......ceceiceerierieitenieree e rreerreereestresseeresreesseessesseeneeseeseensesanesuees
Valuation AlIOWEANCES. .......vveiieeeeeee ettt e e e e et e e et e e e e e esaeeeeeseaeeeesbaesatnesaees

Total current deferred taX ASSELS......covvuviiiiiiieieieieeeeteieeeeteeesteteeearresesreressneeeesernanens

Share-based COMPENSALION ......cceeouiviriiririerieree et eee e sae e
Benefit of interest under FIN NO. 48 ........cocoiiiiiiiininineiececceerrecne e
Accrued liabilities and Other...........cccouivieeririiniinee et
Property equipment, principally due to difference in depreciation............c.ceoveueereneene
Operating and capital 10ss carryforwards ........c.ccoovevrerereencrinienecesenceerreeeeeaene
Valuation alIOWANCES .........cvreeeiiriiriecie ettt ees et saeese e seereseeseene

Total non-current deferred tax assets ..........ccceveeerieririeninrnniereieeecceree e e

Total deferred tax aSSELS........coiiiiiriierieieeet ettt ettt et see e e sreeaeene
Deferred tax liabilities:

Prepaid EXPEnSes .....oooc ittt s se e bt ebeene

Accrued liabilities and OtheT........c.cocoveiiriiiirce et

Property and equipment, principally due to differences in depreciation ............ccceceueeee.

Goodwill, principally due to differences in amortization ...........cccceceeecererveeenrercneninnens

Total deferred tax HabIlItIEs ........covvvviiviieeieeiiiiieeecccree e eeereeeeerere e e beeenrreseeanees

Net deferred tax Habilities .......ovveivereeieiriee ettt se e e esreee e erreeeennns

The net deferred tax liabilities at December 31, 2008 and 2007 were recorded as follows (in thousands):

Current deferred INCOME tAX ASSELS.......cvieieiviiiiiirieiiitreiierreeesteeeeiereseessreesiasreesssrsseereesssinesesns
Non-current deferred income tax labilities .........ccoovvviiiieiiriiiieiciici e

Net deferred tax HADIIIIES .........covviiiiieeeieei ittt eae et s r e an v esenestneen e

2008 2007
$ 1,348 $ 1,094
1,280 748
- 146
676) _ (170)
1,952 1,818
5490 4,195
655 615
4505 1,997
- 652
3,553 838
(2,547)  (668)
11,656 7,629
13,608 9,447
574 464
405 -
724 -
65285 49,619
66,988 50,083
$53,380  $40,636
2008 2007

$ 1,378 $ 1,354
54,758 41,990
$53,380  $40,636
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The Company has provided valuation allowances on its gross deferred tax asset related to capital and net operating
losses to the extent that management does not believe that it is more likely than not that such asset will be realized.
The net operating loss carryforwards will begin to expire in 2010.

10. Related Party Transactions

The Company leases space for certain surgery centers from its physician partners affiliated with its centers at rates
that management believes approximate fair market value at the inception of the leases. Payments on these leases
were approximately $14,235,000, $12,378,000 and $11,681,000 for the years ended December 31, 2008, 2007 and
2006, respectively.

The Company reimburses certain of its partners for salaries and benefits related to time spent by employees of their
practices on activities of the centers. Total reimbursement of such salary and benefit costs totaled approximately
$64,132,000, $53,374,000 and $44,045,000 for the years ended December 31, 2008, 2007 and 2006, respectively.

The Company believes that the foregoing transactions are in its best interests.

It is the Company’s policy that all transactions by the Company with officers, directors, five percent shareholders
and their affiliates be entered into only if such transactions are on terms no less favorable to the Company than could
be obtained from unaffiliated third parties, are reasonably expected to benefit the Company and are approved by the
Nominating and Corporate Governance Committee of the Company’s Board of Directors.

11. Employee Benefit Programs

As of January 1, 1999, the Company adopted the AmSurg 401(k) Plan and Trust. This plan is a defined contribution
plan covering substantially all employees of the Company and provides for voluntary contributions by these
employees, subject to certain limits. Company contributions are based on specified percentages of employee
compensation. The Company funds contributions as accrued. The Company’s contributions for the years ended
December 31, 2008, 2007 and 2006 were approximately $479,000, $416,000 and $335,000, respectively, and vest
incrementally over four years.

As of January 1, 2000, the Company adopted the Supplemental Executive Retirement Savings Plan. This plan is a
defined contribution plan covering all officers of the Company and provides for voluntary contributions of up to
50% of employee annual compensation. Company contributions are at the discretion of the Compensation
Committee of the Board of Directors and vest incrementally over four years. The employee and employer
contributions are placed in a Rabbi Trust and recorded in the accompanying consolidated balance sheets in prepaid
and other current assets. Employer contributions to this plan for the years ended December 31, 2008, 2007 and 2006
were approximately $174,000, $130,000 and $365,000, respectively.

12. Commitments and Contingencies

The Company and its partnerships are insured with respect to medical malpractice risk on a claims-made basis. The
Company also maintains insurance for general liability, director and officer liability and property. Certain policies
are subject to deductibles. In addition to the insurance coverage provided, the Company indemnifies certain officers
and directors for actions taken on behalf of the Company and its partnerships. Management is not aware of any
claims against it or its partnerships which would have a material financial impact.

The Company’s wholly owned subsidiaries, as general partners in the partnerships, are responsible for all debts
incurred but unpaid by the partnership. As manager of the operations of the partnership, the Company has the
ability to limit its potential liabilities by curtailing operations or taking other operating actions.

In the event of a change in current law that would prohibit the physicians’ current form of ownership in the
partnerships, the Company would be obligated to purchase the physicians’ interests in substantially all of the
Company’s partnerships. The purchase price to be paid in such event would be determined by a predefined formula,
as specified in the partnership agreements. The Company believes the likelihood of a change in current law, which
would trigger such purchases, was remote as of December 31, 2008.
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13. Supplemental Cash Flow Information

Supplemental cash flow information for the years ended December 31 2008, 2007 and 2006 is as follows (in
thousands):

2008 2007 2006
Cash paid during the year for:
INEETESE . ..vvieveieeieieieet ettt sr e s sae s nenaene $10,188 $9,961 § 8,371
Income taxes, net of refunds............cccoiviiiiiiiiiiii i 19,297 14,906 17,462
Non-cash investing and financing activities:
Capital lease obligations incurred to acquire equipment................ 970 746 800
Notes received for sale of a partnership interest.............ccooeeeeenee. 885 - 108
Effect of acquisitions:
Assets acquired, net of cash .........ccooeviviiiininn, 134,512 178,882 62,723
Liabilities asSumed.........cccveverurreerrineneeereneeeneeeeesrerescreees (14,861) (16,105)  (5,694)
Notes payable and other obligations...........ccceeeeeveecviniccencnas (980) - -
Payment for assets acquired...........coceovevecereeerererreercereacns $118,671 $162,777 $57,029

14. Subsequent Events
During January and February 2009, in three separate transactions and through one wholly-owned subsidiary, the

Company acquired majority interests in three surgery centers for an aggregate purchase price of approximately
$16,460,000, which was initially funded by borrowings under our credit facility.
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Common Stock and Dividend Information

At February 25, 2009, there were approximately 13,000 holders of our common stock, including 214 shareholders of record. We have
never declared or paid a cash dividend on our common stock. We intend to retain our earnings to finance the growth and development of
our business and do not expect to declare or pay any cash dividends in the foreseeable future. The declaration of dividends is within the
discretion of our Board of Directors, which will review this dividend policy from time to time. Presently, the declaration of dividends
is prohibited by a covenant in our credit facility with lending institutions.

Quarterly Statement of Earnings Data (Unaudited)

The following table presents certain quarterly statement of earnings data for the years ended December 31, 2007 and 2008. The
quarterly statement of earnings data set forth below was derived from our unaudited financial statements and includes all adjustments,
consisting of normal recurring adjustments, which we consider necessary for a fair presentation thereof. Results of operations for any
particular quarter are not necessarily indicative of results of operations for a full year or predictive of future periods.

2007 2008
Ql Q2 Q3 Q4 Ql Q2 Q3 Q4
(In thousands, except per share data)

Revenues $122,192 $126,836 $127,801 $141,482 $ 145,729 $150,896 $150,884 § 153,146
Net earnings from continuing

operations before income taxes 15,922 16,668 16,949 18,811 19,391 20,705 20,423 21,456
Net earnings from

continuing operations 9,591 10,436 10,372 11,367 11,619 12,448 12,583 12,862
Net eamnings (loss) from

discontinued operations 686 756 (382) 1,349 87 (1,204) (199) (1,150)
Net earnings 10,277 11,192 9,990 12,716 11,706 11,244 12,384 11,712

Diluted net eamings from
continuing operations

per common share $ 031§ 034 $ 033 § 036 $ 037 $ 039 $ 039 § 040
Diluted net earnings
per common share $ 034 8§ 036 $ 032 $ 040 $ 037 $§ 035 $§ 038 § 037
Market prices per share:
High $ 2628 § 2525 $§ 2679 $ 28.00 $§ 2976 $ 2779 $§ 2893 § 2605
Low $ 2163 $§ 2276 $ 2193 $§ 22.60 $ 2272 $ 2196 $§ 2396 §$§ 1791
Annual Shareholders’ Meeting Corporate Office
The annual meeting of shareholders AmSurg Corp.
will be held on Thursday, May 21, 2009, 20 Burton Hills Boulevard
at 8:00 a.m., Central, at the Company’s Nashville, Tennessee 37215
corporate office. 615-665-1283
Registrar and Transfer Agent Form 10-K/Investor Contact
Computershare Shareholder Services, LLC A copy of the AmSurg Corp. Annual Report on Form 10-K for fiscal 2008
P.O. Box 43078 (without exhibits) filed with the Securities and Exchange Commission is
Providence, Rhode Island 02940-3078 available from the Company at no charge. These requests and other investor
800/568-3476 contacts should be directed to Claire M. Gulmi, Executive Vice President,

Chief Financial Officer and Secretary, at the Company’s corporate office.
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The following graph compares the performance of our common stock with performance of a market index and a peer group index.
The market index is the Center for Research in Security Prices Index for NASDAQ Stock Market (U.S. Companies) and the peer group
index is the Center for Research in Security Prices Index for NASDAQ Health Services Stocks. The graph covers the period from
December 31, 2003 through the end of fiscal 2008. The graph assumes that $100 was invested on January 1, 2003 i our common stock,
the NASDAQ Index and the NASDAQ Health Services Index, and that all dividends were reinvested.

The graph is adjusted to reflect a three-for-two split of our common stock effective March 24, 2004.
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