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game, as vveH as the NBA All

Saturday Night skills competxtlo Wer
shown, not only live, butin 3
at Carmike. ’

We have been charging an admissions
premium for 3-D content and special
events as patrons recognize the added
value of their entertainment choices.

,,O S. DlgitaI
projection presents the clearest and most
conSIstent pxoture poss:ble anywhere for.

Despite a troublesome economy, 2009 is
s allow the aud*eﬂoe to off to a strong start for most of us in the
nersed into the story on the motion picture industry, which is proving
i once again.that movies are a terrific
value when compared to other forms of
sentertainment. It's been widely reported
that year to date revenues for the industry .
are up significantly compared to 2008.
While such large gains are difficult to
sustain, an exciting slate of upcoming
satures makes us optimistic about 2009.

/i hael Patrick stepped
d Chairman of Carmike.

, aoy for Wthh oour-shareholders Wm
beneﬂt in the years to come.

I want to thank you,-our shareholders,
patrons:and associates for your support
~“and encouragement through this period
of transition in leadership. We are well
on-our way to solidifying our position as
Small Town America’s Favorite Theatre.

[ assure you that with your continued

) support:Carmike’s best days are ahead.
Carmlke has more d|g|’ca!\ projection and .

3-D screens than any circuit in the world Sincerely,

i ’ /’—A
- We experienced the powerful benefits of ‘
ourleadership position in technology with - A FGAE g B

~ Hannah Montana & Miley Cyrus: Best

, , of Both Worlds Concert in 3-D. In 2008,
lect new thea’cres through build-to-suit it was our fourth highest grossing film,

transactions which require limited capital despite it not ranking as a top ten film on

outlays from Carmike. We are pleased a national basis.

. with the performance of our three new
 theatres opened during the fourth quarter ~ Live 3-D events, including sports and

of 2008 in Dothan, AL, Morristown, concerts, will undoubtedly become a
TN, and Ardmore, OK. And in 2009 normal part of the entertainment menu at

we've opened theatres in Dalton, GA theatres. Already in 2009 the FedEx BCS
and Fleming Island, FL, with three more College Football National Championship

S. David Passman il
Chairman of the Board
Carmike Cinemas, Inc.

April 17, 2009
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Cautionary Statement Regarding Forward-Looking Information

This Annual Report on Form 10-K contains statements that are considered forward-looking statements
within the meaning of the Securities Act of 1933 and the Securities Exchange Act of 1934. Statements that are
not historical facts, including statements about our beliefs and expectations, are forward-looking statements.
Forward-looking statements include statements preceded by, followed by or that include the words “believes,”
“expects,” “anticipates,” “plans,” “estimates” or similar expressions. Examples of forward-looking statements
include the potential disposition of assets, the estimated value of our real estate, the amount of proceeds from
these transactions, our ticket and concession price increases, our cost control measures, our strategies and
operating goals, and our capital expenditure and theater expansion/closing plans. These statements are based on
beliefs and assumptions of management, which in turn are based on currently available information. The
forward-looking statements also involve risks and uncertainties, which could cause actual results to differ
materially from those contained in any forward-looking statement. Many of these factors are beyond our ability
to control or predict. Important factors that could cause actual results to differ materially from those contained in
any forward-looking statement include, but are not limited to:

o general economic conditions in our regional and national markets;
e our ability to comply with covenants contained in our senior credit agreement;
¢ our ability to operate at expected levels of cash flow;

»  financial market conditions including, but not limited to, changes in interest rates and the availability
and cost of capital;

*  our ability to meet our contractual obligations, including all outstanding financing commitments;
*  the availability of suitable motion pictures for exhibition in our markets;

. competition in our markets;

*  competition with other forms of entertainment;

e identified weaknesses in internal controls over our financial reporting;

e the effect of our leverage on our financial condition;

e  prices and availability of operating supplies;

*  impact of continued cost control procedures on operating results;

* the impact of asset impairments

o the impact of terrorist acts;

e changes in tax laws, regulations and rates; and

» financial, legal, tax, regulatory, legislative or accounting changes or actions that may affect the overall

performance of our business.

This report includes important information as to these factors in Item 1A. “Risk Factors”, and in the Notes
to our Consolidated Financial Statements. Additional important information as to these factors is included in
Item 7 “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and in
Carmike’s other United States Securities and Exchange Commission (“SEC”) reports, accessible on the SEC’s
website at www.sec.gov and our website at www.carmike.com.



PARTI
ITEM 1. BUSINESS.
Overview

We are one of the largest motion picture exhibitors in the United States and as of December 31, 2008, we
owned, operated or had an interest in 250 theatres with 2,287 screens located in 36 states. We target small to
mid-size non-urban markets with the belief that they provide a number of operating benefits, including lower
operating costs and fewer alternative forms of entertainment.

The following table sets forth geographic information regarding our theatre circuit as of December 31, 2008:

State M Screens
AlBDAma ... e e 13 147
ALK AIISAS © o ittt e e 8 68
Colorado ..ot e e 6 51
DEIaAWATE . . i 1 14
Florida . . oo e e 7 62
GEOTZIA .« vttt ittt e 22 223
Tdaho . ..o 2 17
TIHDOMS + o v vttt et e et e e e e e e 13 118
INdIana .. e e e 3 42
JOWa o e e e 5 61
KanSaS o . oot e e e 1 12
Kentucky . ..ottt e 5 27
LOUISIANA . o ottt et e e e 1 10
MIChIgAN . .ottt 13 100
MINDESOtA .« ottt ettt et e e e 6 65
MISSOUIT + v v vttt et e ettt e e e e 1 8
Montana ............... ettt e e 6 49
NeEDraska ..ot e 2 12
NEeW MeEXICO .ottt ittt et ettt e 1 2
New York ..o e 1 8
North Carolifa . ... ovv ittt et ettt et e 26 272
NorthDaKota . .......coiit ittt it e e eae s 5 33
OO .ot e e e 6 49
OKlahoma . ..o e e 10 58
OrEZON . ottt ettt et e e 1 12
Pennsylvania . ... .. ...t e 19 157
SouthCaroling ........... . ittt ittt 10 87
SouthDaKota . ... ... .t ittt 5 38
TOINESSEE . - ot v ettt et e e e e e e e e 22 219
XS + vt vt ettt et e e e 10 98
Ul . e e e e 3 39
VIrginia . . ..ot 8 58
Washington . ...... ..o o i 1 12
West Virginia ......oooiiii i i 2 20
2 EeT o0} 4 T3 5o O 3 27
WYOMING . oottt it i e e 2 12
o] 7 £ OO 250 2,287




We are a leader in digital cinema and 3-D cinema deployments and as of December 31, 2008, we had 231
theatres (92% of our theatres) with 2,157 screens (94% of our screens) on a digital-based platform. In addition,
we had 193 theatres (77% of our theatres) with 452 screens (20% of our screens) equipped for 3-D.

From time to time, we convert weaker performing theatres to discount theatres for the exhibition of films
that have previously been shown on a first-run basis. At December 31, 2008, we operated 22 theatres with 131
screens as discount theatres.

We are a major exhibitor in many of the small to mid-size markets in which we operate. The introduction of
a competing theatre in these markets could significantly impact the performance of our theatres. In addition, the
type of motion pictures preferred by patrons in these markets is typically more limited than in larger markets,
which increases the importance of selecting films that will appeal to patrons in our specific theatre markets.

Theatre Development, Acquisitions and Operations

The following table shows information about the changes in our theatre circuit during the years presented:

Average Screens/

Theatres Screens Theatre

Total at January 1, 2006 . . ... .ooon it e 301 2,475 8.2

NEW CONSIIUCHON .« & . ottt ittt et ettt e eeeeeaeaneneeenn 4 44

CLOSUIES .« v v o v e e e e e e et e e e et e et e e et e e, @) (72) L
Total at December 31,2006 . .. ..ottt e 289 2,447 8.5

New construction and acquisition ............. ... veiiiieenn.. 2 24

CIOSULES .« v vttt ettt et et e e g ) (122) L
Total at December 31, 2007 .. ..o it e 264 2,349 8.9

New ConStruCtion . . ... ..ottt ittt 3 32

CIOSUTES . . . oottt et e ettt et et et £1_7 ) 94) L
Total at December 31,2008 . .......... .. .. .. .. .. i _2_5_Q 2,287 9.1
Development

We carefully review small to mid-size markets to evaluate the retarn on capital of opportunities to build new
theatres or renovate our existing theatres. The circumstances under which we believe we are best positioned to
benefit from building new theatres are in markets in which:

«  we believe building a new theatre provides an attractive cash flow opportunity;
*  we already operate a theatre and could best protect that market by expanding our presence; or
*  afilm licensing zone is currently underserved by an exhibitor.

In general, we do not believe that building theatres in film licensing zones in which competitors operate
modern theatres provides attractive investment opportunities for us.

We opened three theatres during the year ended December 31, 2008. If opportunities exist where new
construction will be profitable to us, we will consider building additional theatres in future periods. We expect
our development activity in 2009 will consist of five theatres. Additionally, as opportunities present themselves
for consolidation we will evaluate each instance to obtain the highest level of return on investment.



Acquisitions

Our strategy is to selectively pursue accretive theatre acquisitions in opportunistic small to mid-size markets
that improve our consolidated operating results. Our most recent acquisition was May 19, 2005, when we
acquired 100% of the stock of George G. Kerasotes Corporation (“GKC Theatres”) for a net purchase price of
$61.6 million. GKC Theatres operated 30 theatres with 263 screens in four Midwestern states where our presence
was very limited. The acquisition upholds our traditional focus of acquiring existing operations in opportunistic
small markets.

Operations

Our theatre operations are under the supervision of our Senior Vice President and Chief Operating Officer,
our Vice President—General Manager Theatre Operations and our four division managers. The division
managers are responsible for implementing our operating policies and supervising our eighteen operating
districts. Each operating district has a district manager who is responsible for overseeing the day-to-day
operations of our theatres. Corporate policy development, strategic planning, site selection and lease negotiation,
theatre design and construction, concession purchasing, film licensing, advertising, and financial and accounting
activities are centralized at our corporate headquarters.

We have an incentive bonus program for theatre-level management, which provides for bonuses based on
incremental improvements in theatre profitability, including concession sales. As part of this program, we
evaluate “mystery shopper” reports on the quality of service, cleanliness and film presentation at individual
theatres.

Box office admissions. The majority of our revenues come from the sale of movie tickets. For the year ended
December 31, 2008, box office admissions totaled $313.6 million, or 66% of total revenues. At December 31,
2008, of our 250 theatres, 228 showed “first-run” films, which we license from distributors owned by the major
studios, as well as from independent distributors, nine of which exhibited first-run films at a reduced admission
price, and the remaining 22 of our theatres featured films at a discount price.

Most of the tickets we sell are sold at our theatre box offices immediately before the start of a film. Patrons
can also buy tickets in advance either over the phone or on the Internet for a portion of our theatres. These
alternate sales methods do not currently represent a meaningful portion of our revenues, nor are they expected to
in the near term.

Concessions and other revenues. Concession and other revenues totaled $160.8 million, or 34% of total
revenues for the year ended December 31, 2008. Our strategy emphasizes quick and efficient service built around
a limited menu primarily focused on higher margin items such as popcorn, candy, bottled water and soft drinks.
In addition, in a limited number of markets, we offer frozen drinks, coffee, ice cream, hot dogs and pretzels in
order to respond to competitive conditions. We actively seek to promote concession sales through the design and
appearance of our concession stands, the introduction of special promotions from time to time, the reduction of
wait times and training of our employees to up-sell products. In addition, our management incentive bonus
program includes concession results as a component of determining the bonus awards. We manage our inventory
purchasing centrally with authorization required from our central office before orders may be placed. Most of our
theatres include electronic video games located in or adjacent to the lobby. We also generate revenues through
on-screen advertising on all of our screens. We operate two family entertainment centers under the name
Hollywood Connection® which feature multiplex theatres and other forms of family entertainment.

During 2008, we purchased substantially all of our concession supplies, except for beverage supplies, as
well as janitorial supplies from Showtime Concession Supply, Inc. (“Showtime Concession”). We are a
significant customer of Showtime Concession. Our current agreement with Showtime Concession will expire on
December 31, 2009. If this relationship was disrupted, we could be forced to negotiate a number of substitute
arrangements with alternative vendors which are likely to be, in the aggregate, less favorable to us than the
current arrangement.



During 2008, we purchased most of our beverage supplies from The Coca-Cola Company. In addition, as a
result of the GKC theatre acquisition, we assumed their Pepsi-Cola contract to provide beverage supplies to our
29 GKC theatres. Pepsi-Cola beverage supplies are made available to us at our GKC theatres at Pepsi-Cola’s
national account pricing in effect from time to time during the contract term. The term of the Pepsi-Cola contract
is based on the volume of our purchases, and we expect it to expire during 2010. Effective January 1, 2009 we
entered into a new agreement with The Coca-Cola Company to provide beverage supplies to our theatres through
December 31, 2013. The Coca-Cola Company contract initially covers all theatres not subject to the Pepsi-Cola
contract, and will expand to cover all our theatres upon the expiration of the Pepsi-Cola contract. Under our prior
agreement, The Coca-Cola Company increased our beverage supply costs by 5.2% for 2008. In connection with
our new agreement with The Coca-Cola Company, a cost increase of 7.2% was implemented for 2009. This 2009 .
cost increase is offset by incentives and rebates such that we do not expect our overall costs for 2009 to increase.

Seasonality

Typically, movie studios release films with the highest expected revenues during the summer and the
holiday period between Thanksgiving and Christmas, causing seasonal fluctuations in revenues. However, movie
studios are increasingly introducing more popular film titles throughout the year. In addition, in years where
Christmas falls on a weekend day, our revenues are typically lower because our patrons generally have shorter
holiday periods away from work or school.

Film Licensing

We obtain licenses to exhibit films by directly negotiating with film distributors. We license films through
our booking office located in Columbus, Georgia. Our Vice President—Film, in consultation with our Chief
Operating Officer, directs our motion picture bookings. Prior to negotiating for a film license, our Vice
President—Film and film-booking personnel evaluate the prospects for upcoming films. The criteria considered
for each film include cast, director, plot, performance of similar films, estimated film rental costs and expected
Motion Picture Association of America (“MPAA”) rating. Because we only license a portion of newly released
first-run films, our success in licensing depends greatly upon the availability of commercially popular motion
pictures, but also upon our knowledge of the preferences of patrons in our markets and insight into trends in
those preferences. We maintain a database that includes revenue information on films previously exhibited in our
markets. We use this historical information to match new films with particular markets so as to maximize
revenues.

The table below depicts the industry’s top 10 films for the year ended December 31, 2008 compared to our
top 10 films for the same period, based on reported gross receipts:

Industry Carmike Cinemas
1 The Dark Knight 1 The Dark Knight
2 Iron Man 2 Indiana Jones and the Kingdom of the Crystal Skull
3 Indiana Jones and the Kingdom of the Crystal Skull 3 Iron Man
4 Hancock 4 Hannah Montana 3-D
5 WALL-E 5 Hancock
6 Kung Fu Panda 6 WALL-E
7 Twilight 7 Kung Fu Panda
8 Madagascar: Escape 2 Africa 8 Twilight
9 Quantom of Solace 9 Madagascar: Escape 2 Africa
10 Dr. Seuss’ Horton Hears a Who! 10 Journey to the Center of the Earth



Film Rental Fees

We typically enter into film licenses that provide for rental fees based on “firm terms” which are negotiated
and established prior to the opening of the picture; mutually agreed “settiement” upon the conclusion of the film
run; or a sliding scale formula which is based on a percentage of the box office receipts using a pre-determined
and agreed-upon film rental scale. Under a firm terms formula, we pay the distributor a specified percentage of
the box office receipts, and this percentage declines over the term of the run. Many of our distributors award
aggregate percentage terms for the run of the film. Under such an agreement, a set percentage is paid for the
entire run of the film with no adjustments. The sliding scale formula provides for a fee equal to a percentage of
box office receipts, with such percentage increasing as box office receipts increase.

Film Licensing Zones

Film licensing zones are geographic areas established by film distributors where any given film is allocated
to only one theatre within that area. In our markets, these zones generally encompass three to five miles. In film
licensing zones where we have little or no competition, we obtain film licenses by selecting a film from among
those offered and negotiating directly with the distributor. In competitive film licensing zones, a distributor will
allocate its films among the exhibitors in the zone. When films are licensed under the allocation process, a
distributor will choose which exhibitor is offered a movie and then that exhibitor will negotiate film rental terms
directly with the distributor for the film.

Relationship with Distributors

We depend on, among other things, the quality, quantity, availability and acceptance by movie-going
customers of the motion pictures produced by the motion picture production companies and licensed for
exhibition to the motion picture exhibitors by distribution companies. Disruption in the production of motion
pictures by the major studios and/or independent producers or poor performance of motion pictures could have
an adverse effect on our business.

While there are numerous distributors that provide quality first-run movies to the motion picture exhibition
industry, the following thirteen major distributors accounted for over 90% of our box office admissions for the
year ended December 31, 2008: Buena Vista, Fox, MGM/UA, Miramax, Paramount, Sony, Sony Classics,
Universal, Warner Brothers, Lions Gate Features, Focus Features, Weinstein Co., and Paramount Vantage.

Digital Cinema

We executed a Master License Agreement with Christie/AIX (“Christie”) on December 16, 2005. This
agreement calls for Christie to license and install up to 2,300 digital cinema projection systems in our theatre
auditoriums at a per screen installation cost of $800. The term of the agreement is from the date of installation in
a specific auditorium until December 31, 2020 unless renewed for successive one year periods for up to ten
years. Additionally, we are responsible for the maintenance of the installed equipment and have entered into a
service agreement with Christie at an annual per screen cost of $2,250.

As of December 31, 2008, we had 231 theatres with 2,157 screens on a digital-based platform, and 193
theatres with 452 screens equipped for 3-D. We believe our leading-edge technologies allow us not only greater
flexibility in showing feature films, but also enable us to achieve higher ticket prices for 3-D content and provide
us with the capability to explore revenue-enhancing alternative content programming, such as live concerts and
sporting events. Digital film content can be easily moved to and from auditoriums in our theatres to maximize
attendance and enhance capacity utilization. The superior quality of digital cinema and our 3-D capability could
provide a competitive advantage to us in markets where we compete for film and patrons.

We have experienced an increase in alternative content available to us as well as a growing slate of 3-D
content. As directors and producers continue to embrace new technology in their productions, we expect new and

6



innovative content generation to continue. Recently, 3-D versions of a movie have generated significantly more
attendance than 2-D versions of the same movie at an additional $2.00 to $3.00 more per ticket for 3-D movies.
We believe the benefits associated with digital technologies will be significant for our theatre circuit and will
provide us with the opportunity for incremental revenues as the availability of 3-D and alternative content
increases.

Management Information Systems

We have developed a proprietary computer system, which we call 1Q-2000 that is installed in each of our
theatres. IQ-2000 allows us to centralize most theatre-level administrative functions at our corporate
headquarters, creating significant operating leverage. 1Q-2000 allows corporate management to monitor ticket
and concession sales and box office and concession staffing on a daily basis, enabling our theatre managers to
focus on the day-to-day operations of the theatre. IQ-2000 also coordinates payroll, tracks theatre invoices,
generates operating reports analyzing film performance and theatre profitability, and generates information we
use to quickly detect theft. IQ-2000 also facilitates new services such as advanced ticket sales and Internet ticket
sales. The system’s expanded capacity allows for future growth and more detailed data tracking and trend
analysis. We have active communication between the theatres and corporate headquarters, which allows our
senior management to react to vital profit and staffing information on a daily basis and perform the majority of
the theatre-level administrative functions. Our existing agreement with our information technology provider
expires on December 31, 2009. If we are unsuccessful in renewing this agreement or in acquiring these services
in another manner we could experience a disruption in the operation of 1Q-2000.

Competition

The motion picture exhibition industry is fragmented and highly competitive. In markets where we are not
the sole exhibitor, we compete against regional and independent operators as well as the larger theatre circuit
operators.

Our operations are subject to varying degrees of competition with respect to film licensing, attracting
customers, obtaining new theatre sites or acquiring theatre circuits. In those areas where real estate is readily
available, there are few barriers preventing competing companies from opening theatres near one of our existing
theatres, which may have a material adverse effect on our theatres. Competitors have built or are planning to
build theatres in certain areas in which we operate, which has resulted and may continue to result in excess
capacity in such areas which adversely affects attendance and pricing at our theatres in such areas. To the best of
our knowledge, competitors have announced plans or started construction on new theatres in markets where we
have 14 theatres with 147 screens, representing 8% of our total revenues for the year ended December 31, 2008.

The opening of large multiplexes and theatres with stadium seating by us and certain of our competitors has
tended to, and is expected to continue to, draw audiences away from certain older and smaller theatres, including
theatres operated by us. Demographic changes and competitive pressures can also lead to a theatre location
becoming impaired.

In addition to competition with other motion picture exhibitors, our theatres face competition from a number
of alternative motion picture exhibition delivery systems, such as cable television, satellite and pay-per-view
services and home video systems. The expansion of such delivery systems could have a material adverse effect
upon our business and results of operations. We also compete for the public’s leisure time and disposable income
with all forms of entertainment, including sporting events, concerts, live theatre and restaurants.

Regulatory Environment

The distribution of motion pictures is in large part regulated by federal and state antitrust laws and has been
the subject of numerous antitrust cases. Certain consent decrees resulting from such cases bind certain major
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motion picture distributors and require the motion pictures of such distributors to be offered and licensed to
exhibitors, including us, on a theatre-by-theatre basis. Consequently, exhibitors such as our company cannot
assure themselves of a supply of motion pictures by entering into long-term arrangements with major
distributors, but must compete for licenses on a film-by-film and theatre-by-theatre basis.

The Americans with Disabilities Act (“ADA”), which became effective in 1992, and certain state statutes
and local ordinances, among other things, require that places of public accommodation, including theatres (both
existing and newly constructed), be accessible to patrons with disabilities. The ADA requires that theatres be
constructed to permit persons with disabilities full use of a theatre and its facilities. Also, the ADA may require
certain modifications be made to existing theatres in order to make them accessible to patrons and employees
who are disabled. For example, we are aware of several lawsuits that have been filed against other exhibitors by
disabled moviegoers alleging that certain stadium seating designs violate the ADA.

Our theatre operations are also subject to federal, state and local laws governing such matters as
construction, renovation and operation of our theatres as well as wages, working conditions, citizenship, and
health and sanitation requirements and licensing. We believe that our theatres are in material compliance with
such requirements.

We own, manage and operate theatres and other properties which may be subject to certain U.S. federal,
state and local laws and regulations relating to environmental protection, including those governing past or
present releases of hazardous substances. Certain of these laws and regulations may impose joint and several
liability on certain statutory classes of persons for the costs of investigation or remediation of such
contamination, regardless of fault or the legality of original disposal. These persons include the present or former
owner or operator of a contaminated property and companies that generated, disposed of or arranged for the
disposal of hazardous substances found at the property. Other environmental laws, such as those regulating
wetlands, may affect our site development activities, and some environmental laws, such as those regulating the
use of fuel tanks, could affect our ongoing operations. Additionally, in the course of maintaining and renovating
our theatres and other properties, we periodically encounter asbestos containing materials that must be handled
and disposed of in accordance with federal, state and local laws, regulations and ordinances. Such laws may
impose liability for release of asbestos containing materials and may entitle third parties to seek recovery from
owners or operators of real properties for personal injury associated with asbestos containing materials. We
believe that our activities are in material compliance with such requirements.

Employees

As of December 31, 2008, we had approximately 7,323 employees, of which none were covered by
collective bargaining agreements and 6,836 were part-time. As of December 31, 2008, approximately 47% of our
hourly employees were paid at the federal minimum wage and accordingly, the minimum wage largely
determines our labor costs for those employees. We believe we are more dependent upon minimum wage
employees than most other motion picture exhibitors. Although our ability to secure employees at the minimum
wage in our smaller markets is advantageous to us because it lowers our labor costs, we are also more likely than
other exhibitors to be immediately and adversely affected if the minimum wage is raised. On July 24, 2009, the
federal minimum wage is scheduled to increase from $6.55 to $7.25 per hour.

Trademarks and Trade-Names

We own or have rights to trademarks or trade-names that are used in conjunction with the operations of our
theatres. We own Carmike Cinemas® and Hollywood Connection®, the Carmike C® and its film strip design, and
Wynnsong Cinemas® trademarks. In addition, our logo is our trademark. Coca-Cola®, Pepsi-Cola®, Christie®,
RealD® and Texas Instruments “DLP”® are registered trademarks used in this Annual Report on Form 10-K and
are owned by and belong to each of these companies, respectively.
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Corporate Information

Carmike Cinemas, Inc. was organized as a Delaware corporation in April 1982 in connection with the
leveraged buy-out of our predecessor, the Martin Theatres circuit. Our predecessor companies date back to the
1930s. Our principal executive offices are located at 1301 First Avenue, Columbus, Georgia 31901, and our
telephone number is (706) 576-3400.

Website Access

Our website address is www.carmike.com. You may obtain free electronic copies of our annual report on
Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and all amendments to such reports
required to be filed or furnished pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934, as
amended, at our website under the heading “Investor Relations, Securities and Exchange Commission Filings.”
These reports are available on our website as soon as reasonably practicable after we electronically file such
material or furnish it to the SEC.

ITEM X. EXECUTIVE OFFICERS OF THE REGISTRANT

On January 20, 2009 we announced the departure of our Chairman, Chief Executive Officer and President,
Michael W. Patrick, effective January 19, 2009. In connection with this departure, the Board of Directors
appointed S. David Passman III, previously our lead independent director, as the non-executive Chairman of the
Board of Directors. In addition, the Board of Directors established an Office of the Chairman, effective
January 19, 2009. The Office of the Chairman will focus on our strategic direction and transition us to new chief
executive leadership. The Office of the Chairman includes Mr. Passman, as non-executive Chairman of the
Board, Fred. W. Van Noy, our Chief Operating Officer, and Richard B. Hare, our Chief Financial Officer. During
the transition period, Mr. Van Noy and Mr. Hare will perform the functions of our principal executive officer,
with oversight by Mr. Passman.

The following sets forth certain information as of February 20, 2009 regarding our executive officers. For
purposes of this section, references to Carmike include Carmike’s predecessor, Martin Theatres, Inc.

Name A_g_e_ %

Fred W.VanNoy ......... 51 Senior Vice President, Chief Operating Officer and Director

Richard B.Hare .......... 42  Senior Vice President—Finance, Treasurer and Chief Financial Officer
Lee Champion ............ 58 Senior Vice President, General Counsel and Secretary

H. Madison Shirley ........ 57 Senior Vice President—Concessions and Assistant Secretary

Gary F. Krannacker .. ...... 46  Vice President—General Manager Theatre Operations

Larry B. Collins .......... 62 Vice President—Film

Jeffrey A.Cole ........... 49  Assistant Vice President—Controller and Chief Accounting Officer

Fred W. Van Noy, 51, has served as a director since December 2004 and is also a member of the Office of
the Chairman. Mr. Van Noy joined us in 1975. He served as a District Manager from 1984 to 1985 and as
Western Division Manager from 1985 to 1988, when he became Vice President—General Manager. In
December 1997, he was elected to the position of Senior Vice President—Operations. In November 2000, he
became Senior Vice President—Chief Operating Officer.

Richard B. Hare, 42, joined us as Senior Vice President—Finance, Treasurer and Chief Financial Officer
in March 2006 and is also a member of the Office of the Chairman. Mr. Hare served as Chief Accounting Officer
and Controller for Greenfuels Holding Company, LLC, an energy development and management services
company, and its affiliates from August 2002 to March 2006. From October 2000 until June 2002, Mr. Hare
served as Assistant Treasurer for Sanmina-SCI Corporation, a manufacturer of electronic components. From
1997 until October 2000, Mr. Hare served as Treasurer of Wolverine Tube, Inc., a manufacturer of copper and
copper alloy products. Mr. Hare, a Certified Public Accountant, began his career in 1989 at Coopers & Lybrand,
a public accounting firm. '



Lee Champion, 58, rejoined us as Senior Vice President, General Counsel and Secretary in
September 2006. Mr. Champion had previously served in the same capacity from January 1998 to
December 2001. From January 2002 until his return to Carmike, he was a partner at Page, Scrantom, Sprouse,
Tucker and Ford in Columbus, Georgia. From 1975 until 1998, he was a partner in the law firm of Champion &
Champion, Columbus, Georgia.

H. Madison Shirley, 57, joined us in 1977 as a theatre manager. He served as a District Manager from 1983
to 1987 and as Director of Concessions from 1987 until 1990. He became Vice President—Concessions in 1990
and Senior Vice President—Concessions and Assistant Secretary in December 1997.

Gary F. Krannacker, 46, joined us in May 1994 as City Manager, Pittsburgh, Pennsylvania. He served as
Regional Manager from October 1995 until February 1998, and as Mid-Western Division Manager from 1998
until April 2003. He became General Manager of Theatre Operations in April 2003 and Vice President and
General Manager of Theatre Operations in July 2004.

Larry B. Collins, 62, joined us in April 1994 and was a film buyer for the Northeast and Midwest Regions
from November 1994 until October 2006. In October 2006, he became Vice President—Film. Prior to joining
Carmike, Mr. Collins was Vice President, Film Department for Cinema World Theatres in Pittsburgh,
Pennsylvania. Mr. Collins was with Cinema World and Cinemette Theatres in Pittsburgh for 15 years.

Jeffrey A. Cole, 49, joined us in December 2006 as Assistant Vice President-Controller and Chief
Accounting Officer. Prior to joining us, Mr. Cole served as the Executive Vice President and Chief Financial
Officer of George Kerasotes Corporation (GKC Theatres) from July 1995 until May 2006. Prior to joining
George Kerasotes Corporation, he served as the Chief Financial Officer—Controller of a bank holding company
in Springfield, Illinois.
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ITEM 1A.RISK FACTORS

The risk factors set forth below are applicable to us. You should carefully consider the following risks in
evaluating us and our operations. The occurrence of any of the following risks could materially adversely affect,
among other things, our business, financial condition and results of operations.

Our business will be adversely affected if there is a decline in the number of motion pictures available for
screening or in the appeal of motion pictures to our patrons.

Our business depends to a substantial degree on the availability of suitable motion pictures for screening in
our theatres and the appeal of such motion pictures to patrons in our specific theatre markets. Our results of
operations will vary from period to period based upon the number and popularity of the motion pictures we show
in our theatres. A disruption in the production of motion pictures by, or a reduction in the marketing efforts of,
the major studios and/or independent producers, a lack of motion pictures, the poor performance of motion
pictures in general or the failure of motion pictures to attract the patrons in our theatre markets will likely
adversely affect our business and results of operations.

Our substantial lease and debt obligations could impair our financial flexibility and our competitive position.

We now have, and will continue to have, significant debt obligations. Our long-term debt obligations consist
of the following:

«  term loans in the aggregate amount of $273.5 million outstanding as of December 31, 2008;

«  arevolving credit facility providing for borrowings of up to $50.0 million, of which no amounts were
outstanding as of December 31, 2008; and

 financing obligations of $195.7 million as of December 31, 2008 inclusive of interest but net of
$62.8 million which is expected to be settled through non-cash consideration consisting of property
subject to financing obligations.

Our long-term debt obligations mature as follows:

+ the final maturity date of revolving credit facility is May 19, 2010; and

» the final maturity date of term loans is May 19, 2012.

We are currently required to make principal repayments of our term loans in the amount of $705,000 on the
last day of each calendar quarter. Beginning on September 30, 2011 this repayment amount will increase to $67
million, due on each of September 30, 2011, December 31, 2011, March 31, 2012 and May 19, 2012 and would

be reduced pro-ratably based on any future debt prepayments. Any amounts that may become outstanding under
our revolving credit facility would be due and payable on May 19, 2010.

We also have, and will continue to have, significant lease obligations. As of December 31, 2008, our total
operating, capital and financing lease obligations with terms over one year totaled $686.9 million.
These obligations could have important consequences for us. For example, they could:

+  limit our ability to obtain necessary financing in the future and make it more difficult for us to satisfy
our lease and debt obligations;

«  require us to dedicate a substantial portion of our cash flow to payments on our lease and debt
obligations, thereby reducing the availability of our cash flow to fund working capital, capital
expenditures and other corporate requirements;

e make us more vulnerable to a downturn in our business and limit our flexibility to plan for, or react to,
changes in our business; and
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* place us at a competitive disadvantage compared to competitors that might have stronger balance
sheets or better access to capital by, for example, limiting our ability to enter into new markets or
renovate our theatres.

If we are unable to meet our lease and debt obligations, we could be forced to restructure or refinance our
obligations, to seek additional equity financing or to sell assets, which we may not be able to do on satisfactory
terms or at all. In particular, the current global financial crisis affecting the banking system and financial markets
and the possibility that financial institutions may consolidate or go out of business have resulted in a tightening in
the credit markets, a low level of liquidity in many financial markets, and extreme volatility in credit, and equity
markets, which could affect our ability to refinance our existing obligations, obtain additional financing, or raise
additional capital. As a result, we could default on our lease or debt obligations.

We may not generate sufficient cash flow to meet our needs.

Our ability to service our indebtedness and to fund potential acquisitions and capital expenditures for theatre
construction, expansion or renovation will require a significant amount of cash, which depends on many factors
beyond our control. Our ability to make scheduled payments of principal, to pay the interest on or to refinance
our indebtedness is subject to general industry economic, financial, competitive, legislative, regulatory and other
factors that are beyond our control, and may be limited because of our current leverage.

In particular, the current global financial crisis affecting the banking system and financial markets and the
possibility that financial institutions may consolidate or go out of business have resulted in a tightening in the
credit markets, a low level of liquidity in many financial markets, and extreme volatility in credit, and equity
markets, which could affect our ability to refinance our existing indebtedness, obtain additional financing, or
raise additional capital.

In addition, we may have difficulty obtaining financing for new development on terms that we find
attractive. Traditional sources of financing new theatres through landlords may be unavailable.

The opening of large multiplexes by our competitors and the opening of newer theatres with stadium seating
in certain of our markets have led us to reassess a number of our theatre locations to determine whether to
renovate or to dispose of underperforming locations. Further advances in theatre design may also require us to
make substantial capital expenditures in the future or to close older theatres that cannot be economically
renovated in order to compete with new developments in theatre design.

We cannot assure you that our business will generate sufficient cash flow from operations, that currently
anticipated revenue growth will be realized or that future capital will be available for us to fund our capital
expenditure needs.

Our business is subject to significant competitive pressures.

Large multiplex theatres, which we and some of our competitors built, have tended to and are expected to
continue to draw audiences away from certain older theatres, including some of our theatres. In addition,
demographic changes and competitive pressures can lead to the impairment of a theatre. Over the last several
years, we and many of our competitors have closed a number of theatres. Our competitors or smaller
entrepreneurial developers may purchase or lease these abandoned buildings and reopen them as theatres in
competition with us.

We face varying degrees of competition from other motion picture exhibitors with respect to licensing films,
attracting customers, obtaining new theatre sites and acquiring theatre circuits. In those areas where real estate is
readily available, there are few barriers preventing competing companies from opening theatres near one of our
existing theatres. Competitors have built and are planning to build theatres in certain areas in which we operate.
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In the past, these developments have resulted and may continue to result in excess capacity in those areas,
adversely affecting attendance and pricing at our theatres in those areas. Even where we are the only exhibitor in
a film licensing zone (and therefore do not compete for films), we still may experience competition for patrons
from theatres in neighboring zones. There have also been a number of consolidations in the film exhibition
industry, and the impact of these consolidations could have an adverse effect on our business if greater size
would give larger operators an advantage in negotiating licensing terms.

Our theatres also compete with a number of other motion picture delivery systems including network, cable
and satellite television, DVD’s, as well as video-on-demand, pay-per-view services and downloads via the
Internet. While the impact of these alternative types of motion picture delivery systems on the motion picture
exhibition industry is difficult to determine precisely, there is a risk that they could adversely affect attendance at
motion pictures shown in theatres.

Our ability to attract patrons is also affected by the DVD release window, which is the time between the
release of a film for play in theatres and when the film is available on DVD for general public sale or rental. The
release window has been narrowing over the past several years and currently averages approximately four
months. If the release window continues to shorten, it will impact our ability to attract patrons to our theatres.

Theatres also face competition from a variety of other forms of entertainment competing for the public’s
leisure time and disposable income, including sporting events, concerts, live theatre and restaurants.

Our revenues vary significantly depending upon the timing of the motion picture releases by distributors.

Our business is seasonal, with a disproportionate amount of our revenues generated during the summer
months and year-end holiday season. While motion picture distributors have begun to release major motion
pictures more evenly throughout the year, the most marketable motion pictures are usually released during the
summer months and the year-end holiday season, and we usually generate more revenue and cash flows during
those periods than in other periods during the year. As a result, the timing of motion picture releases affects our
results of operations, which may vary significantly from quarter to quarter and year to year. If we do not
adequately manage our theatre costs of operations, it could significantly affect our cash flow and potential for
future growth.

We may have a limited time window to remain an industry leader in 3-D deployment.

We have invested a significant amount of resources into becoming a leading motion picture exhibitor in
3-D. Other exhibitors have experienced delays in upgrading their screens with digital and 3-D capability. We
cannot assure you that we will maintain our position as a leader in digital and 3-D screen count. This may
adversely affect our ability to generate additional revenue from the digital and 3-D movie experience in the
future.

If we do not comply with the covenants in our credit agreement or otherwise default under the credit
agreement, we may not have the funds necessary to pay all our amounts that could become due.

Our ability to service our indebtedness will require a significant amount of cash. Our ability to generate this
cash will depend largely on future operations. Our 2007 and 2008 operating results have been significantly lower
than expectations, principally due to declines in box office attendance. Based upon our current level of operations
and our 2009 business plan, we believe that cash flow from operations, available cash and available borrowings
under our credit agreement will be adequate to meet our liquidity needs for the next 12 months. However, the
possibility exists that, if our operating performance is worse than expected or we are unable to make our debt
repayments, we could come into default under our debt instruments, causing the agents or trustees to accelerate
maturity and declare all payments immediately due and payable.

13



The following are some factors that could affect our ability to generate sufficient cash from operations:

e further substantial declines in box office attendance, as a result of a continued general economic
downturn, competition and a lack of consumers’ acceptance of the movie products in our markets; and

*  inability to achieve targeted admissions and concessions price increases, due to competition in our
markets.

We are subject to a number of covenants contained in our credit agreement, which restrict our ability,
among other things, to: pay dividends; incur additional indebtedness; create liens on our assets; make certain
investments; sell or otherwise dispose of our assets; consolidate, merge or otherwise transfer all or any
substantial part of our assets; enter into transactions with our affiliates; and make capital expenditures. The credit
agreement also contains financial covenants that require us to maintain a ratio of funded debt to adjusted
EBITDA (“leverage ratio”) of no more than 4.75 and a ratio of adjusted EBITDA to interest expense (“interest
coverage ratio”) of no less than 1.65. As of December 31, 2008, we were in compliance with all of the financial
covenants in our credit agreement and our leverage and interest coverage ratios were 4.1 and 2.1, respectively.
Please refer to the Debt Covenant Compliance section in Note 6 — Debt for further information.

It is possible that we may not comply with some or all of our financial covenants in the future. In order to
avoid such non-compliance, we have the ability to reduce, postpone or cancel certain identified discretionary
spending. We could also seek waivers or amendments to the senior secured credit agreement in order to avoid
non-compliance. However, we can provide no assurance that we will successfully obtain such waivers or
amendments from our lenders if necessary.

The failure to comply with such covenants may result in an event of default under the senior secured credit
facilities, in which case, the lenders shall terminate the revolving credit facility and may declare all or any
portion of the obligations under the revolving credit facility and the term loan facilities due and payable. In such
event, we would be required to raise additional equity or debt financing. We may not be able to obtain such
financing on acceptable terms or at all. In such event, our financial position and results of operations would be
materially adversely affected.

Further downgrades in our credit ratings and macroeconomic conditions may adversely affect our borrowing
costs, limit our financing options, reduce our flexibility under future financings, and adversely affect our
liquidity.

Our long-term debt is rated by Standard & Poor’s and Moody’s Investors Service. Our long-term debt is
currently rated below-investment grade by Standard & Poor’s and Moody’s Investors Service, and any future
long-term borrowings or the extension or replacement of our short-term borrowing facilities will reflect the
negative impact of this rating, increasing our borrowing costs, limiting our financing options, including limiting
our access to the unsecured borrowing market, and subjecting us to more restrictive covenants than our existing
debt arrangements.

In addition, deteriorating economic conditions, including market disruptions, tightened credit markets and
significantly wider corporate borrowing spreads, may make it more difficult or costly for us to obtain
replacement financing, including in connection with the renewal of our existing revolving credit facility that
expires in May 2010 and the refinancing of our term loan maturing in May 2012.

Deterioration in our relationships with any of the major film distributors could adversely affect our access to
commercially successful films and could adversely affect our business and results of operations.

Our business depends to a significant degree on maintaining good relationships with the major film
distributors that license films to our theatres. Deterioration in our relationships with any of the major film
distributors could adversely affect our access to commercially successful films and adversely affect our business
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and results of operations. In addition, because the distribution of motion pictures is in large part regulated by
federal and state antitrust laws and has been the subject of numerous antitrust cases, we cannot ensure a supply of
motion pictures by entering into long-term arrangements with major distributors. Rather, we must compete for
licenses on a film-by-film and theatre-by-theatre basis and are required to negotiate licenses for each film and for
each theatre individually.

The global economic crisis could adversely affect our business and financial results by reducing amounts
consumers spend on attending movies and purchasing concessions.

Our business depends on consumers voluntarily spending discretionary funds on leisure activities. Movie
theatre attendance and concessions sales may be affected by prolonged negative trends in the general economy
that adversely affect consumer spending, such as the current severe global recession. Our customers may have
less money for discretionary purchases because of negative economic conditions such as job losses, foreclosures,
bankruptcies, sharply falling home prices, reduced availability of credit and other matters, resulting in a decrease
in consumer spending or causing consumers to shift their spending to alternative forms of entertainment. This
may affect the demand for movies or severely impact the motion picture production industry such that our
business and operations could be adversely affected.

Labor disputes in the motion picture industry may adversely affect our business.

The master contract between film producers and the Screen Actors Guild expired during 2008, and no
agreement has yet been reached to extend or replace this contract. If the actors elect to strike or film producers
choose to lock out the actors, the production and distribution of motion pictures may be disrupted. Any
disruption in the production or distribution of motion pictures related to disputes between film producers and film
actors or other labor disputes in the motion picture industry could adversely affect our business and results of
operations.

We rely heavily on 1Q-2000, our proprietary computer system, to operate our business and a failure of this
system could harm our business.

We depend on IQ-2000, our proprietary computer system, to operate our business and issue tickets to
patrons at our theatres. A substantial failure could restrict our ability to issue tickets timely to our patrons and
could reduce the attractiveness of our services and cause our patrons to attend another theatre. In addition, we
rely on IQ-2000 to centralize most theatre-level administrative functions at our corporate headquarters such as
coordinating payroll, tracking theatre invoices, generating operating reports to analyze film performance and
theatre profitability, and generating information to quickly detect theft. Disruption in, changes to, or a breach of
the IQ-2000 system could result in the loss of important data, an increase of our expenses and a possible
temporary cessation of our operations.

We depend on key personnel for our current and future performance.

Our current and future performance depends to a significant degree upon the continued contributions of our
senior management team and other key personnel. The loss or unavailability to us of any member of our senior
management team or a key employee could significantly harm us. We cannot assure you that we would be able to
locate or employ qualified replacements for senior management or key employees on acceptable terms.

Compliance with the ADA could require us to incur significant capital expenditures and litigation costs in the
future.

The ADA and certain state statutes and local ordinances, among other things, require that places of public
accommodation, including both existing and newly constructed theatres, be accessible to customers with
disabilities. The ADA requires that theatres be constructed to permit persons with disabilities full use of a theatre
and its facilities. The ADA may also require that certain modifications be made to existing theatres in order to
make them accessible to patrons and employees who are disabled.
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We are aware of several lawsuits that have been filed against other motion picture exhibitors by disabled
moviegoers alleging that certain stadium seating designs violated the ADA. If we fail to comply with the ADA,
remedies could include imposition of injunctive relief, fines, awards for damages to private litigants and
additional capital expenditures to remedy non-compliance. Imposition of significant fines, damage awards or
capital expenditures to cure non-compliance could adversely affect our business and operating results.

We are subject to other federal, state and local laws which limit the manner in which we may conduct our
business.

Our theatre operations are subject to federal, state and local laws governing matters such as construction,
renovation and operation of our theatres as well as wages, working conditions, citizenship and health and
sanitation requirements and licensing. While we believe that our theatres are in material compliance with these
requirements, we cannot predict the extent to which any future laws or regulations that regulate employment
matters will impact our operations. At December 31, 2008, approximately 47% of our hourly employees were
paid at the federal minimum wage and, accordingly, the minimum wage largely determines our labor costs for
those employees. Increases in the minimum wage will increase our labor costs.

We may be limited in our ability to utilize, or may not be able to utilize, net operating loss carryforwards to
reduce our future tax liability.

As of December 31, 2008 after applying Internal Revenue Code (“IRC™) Section 382 limitations, we had
$19.0 million of federal and state operating loss carryforwards with which to offset our future taxable income.
The federal and state net operating loss carryforwards will begin to expire in the year 2020. If these loss
carryforwards are unavailable for our use in future periods, this may adversely affect our results of operations
and financial position.

We experienced an “ownership change” within the meaning of Section 382(g) of the Internal Revenue Code
of 1986, as amended, during the fourth quarter of 2008. The ownership change has and will continue to subject
our net operating loss carryforwards to an annual limitation, which will significantly restrict our ability to
use them to offset our taxable income in periods following the ownership change. In general, the annual use
limitation equals the aggregate value of our stock at the time of the ownership change multiplied by a specified
tax-exempt interest rate. The date of ownership change and the occurrence of more than one ownership change
can significantly impact the amount of the annual limitation. We have analyzed the available information to
determine the amount of the 2008 limitation. We estimate the 2008 limitation to be $1.2 million per year, based
on the information available to us. In total, we estimate that the effect of the 2008 ownership change to result in
$97.8 million of net operating loss carryforwards expiring unused.

Disruption of our relationship with our primary concession suppliers could harm our margins on concessions.

We purchase substantially all of our concession supplies, except for beverage supplies, as well as janitorial
supplies from Showtime Concession, and we are by far its largest customer. In return for our concession supplies,
we pay Showtime Concession at contractual prices that are based on the type of concession supplied. Our current
agreement with Showtime Concession will expire on December 31, 2009. If this relationship were disrupted, we
could be forced to negotiate a number of substitute arrangements with alternative vendors which are likely to be,
in the aggregate, less favorable to us than the current arrangement.

We purchase most of our beverage supplies from The Coca-Cola Company. On January 1, 2009 we entered
into a new agreement with The Coca-Cola Company that expires on December 31, 2013. Under the agreement,
The Coca-Cola Company may raise beverage supply costs up to 10% annually through the term of the
agreement. Our margins on concessions revenue may decline to the extent we are unable to pass on increases in
our concession costs to our customers in a rate at or near the rate of cost increases.
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Our development of new theatres poses a number of risks.

We plan to continue to expand our operations through the development of new theatres and the expansion of
existing theatres. However, we anticipate our development activities in 2009 will be limited to five theatres.
Developing new theatres requires a significant amount of time, significant amount of resources and poses a
number of risks. Construction of new theatres may result in cost overruns, delays or unanticipated expenses
related to zoning or tax laws. Desirable sites for new theatres may be unavailable or expensive, and the markets
in which new theatres are located may deteriorate over time. Additionally, the market potential of new theatre
sites cannot be precisely determined, and our theatres may face competition in new markets from unexpected
sources. Newly constructed theatres may not perform up to our expectations.

We face significant competition for potential theatre locations and for opportunities to acquire existing
theatres and theatre circuits. Because of this competition, we may be unable to add to our theatre circuit on terms
we consider acceptable.

If we determine that assets are impaired, we will be required to recognize a charge to earnings.

The opening of large multiplexes and theatres with stadium seating by us and certain of our competitors has
tended to, and is expected to continue to, draw audiences away from certain older theatres, including some of our
theatres. In addition, demographic changes and competitive pressures can lead to the impairment of a theatre.

Furthermore, we have finalized the installation of digital cinema projection systems in our theatre circuit
and as of December 31, 2008, we had 2,157 of our 2,287 screens on a digital-based platform. As a result of this
conversion process, we will no longer need all of our 35 millimeter projection systems. We are marketing these
surplus 35 millimeter projection systems for resale and through December 31, 2008, had sold approximately 357
of our surplus systems. While we do not regularly engage in the resale of projection equipment, we believe an
adequate market still exists for the resale of our remaining surplus 35 millimeter projection systems. However,
we may face some competition as other theatre companies may have a need to dispose of their surplus 35
millimeter projection equipment. We have reduced the carrying value of a portion of the 35 millimeter projection
systems to their estimated market value, recording an impairment charge in 2008 totaling $2.1 million. We
cannot be certain that we will be able to resell our remaining surplus 35 millimeter projection systems for
consideration equal to or greater than the systems’ current book value of $563,000 or at all, which could lead to
additional impairment of these assets.

We perform our theatre impairment analysis at the individual theatre level, the lowest level of independent,
identifiable cash flow. We review all available evidence when assessing long-lived assets for potential
impairment, including negative trends in theatre-level cash flow, the impact of competition, the age of the theatre
and alternative uses of the assets. Our evaluation of negative trends in theatre-level cash flow considers
seasonality of the business, with significant revenues and cash-flow being generated in the summer and year-end
holiday season. Absent any unusual circumstances, we evaluate new theatres for potential impairment only after
such theatres have been open and operational for a sufficient period of time to allow the market to mature.

When an impairment indicator or triggering event has occurred, we estimate future, undiscounted theatre-
level cash flow using assumptions based on historical performance and our internal budgets and projections,
adjusted for market specific facts and circumstances. If the undiscounted cash flow is not sufficient to support
recovery of the asset group’s carrying value, an impairment loss is recorded in the amount by which the carrying
value exceeds estimated fair value of the asset group. Fair value is determined primarily by discounting the
estimated future cash flow, at a rate commensurate with the related risk. Significant judgment is required in
estimating future cash flow, and significant assumptions include future attendance, admissions and concessions
price increases, and film rent and other theatre operating costs. Accordingly, actual results could vary
significantly from such estimates. We had impairment charges, from our continuing operations, in each of the
last five fiscal years totaling $64.1 million. For fiscal years 2008, 2007 and 2006, our impairment charges from
our continuing operations were $36.5 million, $25.4 million and $5.6 million, respectively.
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Our common stock is currently listed for quotation on the Nasdaq Global Market, If we were unable to
maintain our listing on the Nasdagq Global Market, it may be more difficult for our stockholders to sell our
stock in the public market.

If we were unable to continue to maintain our listing on the Nasdaq Global Market it may become more
difficult for our stockholders to sell our stock in the public market and the price of our common stock may be
adversely affected because of the anticipated decreased liquidity. Should our stock be delisted from the Nasdaq
Global Market, it may continue to be quoted on an over-the-counter market; however, its liquidity may be
adversely affected, as well as the price at which it is traded. A delisting from the Nasdaq Global Market could
affect the ability or willingness of broker-dealers to sell or make a market in our common stock and the ability of
purchasers of our common stock to sell their securities in the secondary market.

Our business makes us vulnerable to future fears of terrorism.

If future terrorist incidents or threats cause our customers to avoid crowded settings such as theatres, our
attendance would be adversely affected.

Our disclosure controls and procedures may not prevent or detect all errors or acts of fraud and our business
could be adversely impacted if we have deficiencies in our disclosure controls and procedures or internal
control over financial reporting.

Our disclosure controls and procedures are designed to reasonably assure that information required to be
disclosed by us in reports we file or submit under the Exchange Act is accumulated and communicated to
management, and recorded, processed, summarized and reported within the time periods specified in the SEC’s
rules and forms. We believe that any disclosure controls and procedures or internal controls and procedures, no
matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives
of the control system are met.

These inherent limitations include the realities that judgments in decision-making can be faulty, that
alternative reasoned judgments can be drawn, or that breakdowns can occur because of simple error or mistake.
Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more
people or by an unauthorized override of the controls. Accordingly, because of the inherent limitations in our
control system, misstatements due to error or fraud may occur and not be detected.

Deficiencies, including any material weakness, in our internal control over financial reporting which may
occur in the future could result in misstatements of our results of operations, restatements of our financial
statements, a decline in our stock price, or otherwise materially adversely affect our business, reputation, results
of operations, financial condition or liquidity.

Our certificate of incorporation and bylaws contain provisions that make it more difficult to effect a change in
control of the Company.

Certain provisions of our certificate of incorporation and bylaws and the Delaware General Corporation
Law could have the effect of delaying, deterring or preventing a change in control of the Company not approved
by the Board of Directors, even if the change in control were in the stockholders’ interests. Under our certificate
of incorporation, our Board of Directors has the authority to issue up to one million shares of preferred stock and
to determine the price, rights, preferences and privileges of those shares without any further vote or action by our
stockholders. The rights of the holders of common stock will be subject to, and may be adversely affected by, the
rights of the holders of any preferred stock that may be issued in the future. While we have no present intention
to issue shares of preferred stock, an issuance of preferred stock in the future could have the effect of making it
more difficult for a third party to acquire a majority of our outstanding voting stock. In addition, our bylaws
provide that the request of stockholders owning 66 2/3% of our capital stock then issued and outstanding and
entitled to vote is required for stockholders to request a special meeting.
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Further, we are subject to the anti-takeover provisions of Section 203 of the Delaware General Corporation
Law, which prohibits us from engaging in a “business combination” with an “interested stockholder” for a period
of three years after the date of the transaction in which the person became an interested stockholder, unless the
business combination is approved in a prescribed manner. The application of Section 203 could have the effect of
delaying or preventing a change of control that could be advantageous to the stockholders.

ITEM 1B. UNRESOLVED STAFF COMMENTS.

None.

ITEM 2. PROPERTIES.

As of December 31, 2008, we owned 64 of our theatres and leased 184 of our theatres. We operated an
additional two theatres under shared ownership. A list of our theatres, by state, is included above under
“Business—Overview.”

We typically enter into long-term leases that provide for the payment of fixed monthly rentals, contingent
rentals based on a percentage of revenue over a specified amount and the payment of property taxes, common
area maintenance, insurance and repairs. We, at our option, can renew a substantial portion of our theatre leases
at the then fair rental rate for various periods with renewal periods of up to 20 years.

We own our headquarters building, which has approximately 48,500 square feet, as well as a closed theatre
that we have converted to additional office space and a records retention center. Both of these facilities are
located in Columbus, Georgia.

ITEM 3. LEGAL PROCEEDINGS.

From time to time we are involved in routine litigation and legal proceedings in the ordinary course of our
business, such as personal injury claims, employment matters, contractual disputes and claims alleging
Americans with Disabilities Act violations. Currently, there is no pending litigation or proceedings that we
believe will have a material adverse effect, either individually or in the aggregate on our business or financial
condition.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

None.
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PARTII

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES.

Our common stock is currently traded on the NASDAQ Global Market under the symbol “CKEC.” The last
reported sale price of the common stock on December 31, 2008 was $3.65 per share. The table below sets forth
the high and low sales prices of our common stock from January 1, 2007 through December 31, 2008.

w High Low Dividends
Fourth Quarter .. .......c.iuiinii ittt ie e $ 440 $ 1.37 $ —
Third QUATTET . . . ..ttt e e e $680 $193 § —
Second QUAITEL . ..o vt ittt e $11.14 $ 425 $0.175
First QUarter . . ..ottt e e e $11.37 $ 3.77 $0.175
&07_ ) High Low Dividends
Fourth QUarter . .........cuuuirtie ittt $19.51 $ 7.05 $0.175
Third QUArLET . . ..ottt ettt et e et e $22.35 $15.51 $0.175
Second QUAITET ... oo vt e ettt e $27.00 $21.83 $0.175
First QUATTET . . .\ ottt et e et e e e e e e $23.82  $19.93 $0.175

As of December 31, 2008, there were approximately 334 shareholders of record of our common stock and
there were no shares of any other class of stock issued and outstanding.

During fiscal year 2008, we did not make any sales of unregistered equity securities. During the year ended
December 31, 2008, we did not repurchase any of our equity securities.

Beginning the second quarter of 2004, our Board of Directors declared dividends of $0.175 per share related
to each quarter through June 30, 2008, which were paid as described above. In September 2008, our Board of
Directors announced the decision to suspend the Company’s quarterly dividend in light of challenging conditions
in the credit markets and the wider economy. Currently, the Company plans to allocate its capital primarily to
reducing its overall leverage. The payment of future dividends is subject to our Board of Director’s discretion
and dependent on many considerations, including limitations imposed by covenants in our credit facilities,
operating results, capital requirements, strategic considerations and other factors. We do not anticipate paying
cash dividends in the foreseeable future. See Item 7, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Liquidity and Capital Resources—Material Credit Agreement and
Covenant Compliance.”
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Performance Graph

The following stock price performance graph should not be deemed incorporated by reference by any
general statement incorporating by reference this Annual Report on Form 10-K into any filing under the
Exchange Act or the Securities Act of 1933, as amended, except to the extent that we specifically incorporate this
information by reference, and shall not otherwise be deemed filed under such acts.

The following stock performance graph compares, for the five year period ended December 31, 2008, the
cumulative total stockholder return for Carmike’s common stock, the NASDAQ Stock Market (U.S. companies)
Index (the “NASDAQ Market Index”) and our comparative industry group (the “SIC Code Index”).
Measurement points are the last trading day for each year ended December 31, 2003, December 31,
2004, December 31, 2005, December 31, 2006, December 31, 2007 and December 31, 2008. The graph assumes
that $100 was invested on December 31, 2003 in our common stock, the NASDAQ Market Index and the SIC
Code Index (7830-Services-Motion Picture Theatres) and assumes reinvestment of any dividends. The stock
price performance on the following graph is not necessarily indicative of future stock price performance.

COMPARISON OF TOTAL RETURN
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ITEM 6. SELECTED FINANCIAL DATA.

The consolidated selected historical financial and other data below should be read in conjunction with
“Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations” and with the
consolidated financial statements and notes thereto contained in “Item 8. Financial Statements and
Supplementary Data”. The selected historical financial and other data for each of the five fiscal years in the year
ended December 31, 2008 are derived from our audited consolidated financial statements.

Year Ended December 31,
2008 2007 2006 2005 2004

Statement of Operations Data:

Revenues:
AdmisSIONS . ...t e $ 313.6 $ 318.6 $ 314.7 $ 293.7 $ 308.3
Concessionsandother ............................... 160.8 1653 1651 1509 1523
Total operating revenues ......................... 4744 4839 4798 4446 460.6
Operating costs and expenses:
Film exhibition costs ..............ooiiiiiiiiiaain.. 171.8 1755 1715 160.0 162.7
ConcesSION COSES .« . v v vttt i, 17.3 17.2 16.9 15.4 15.7
Other theatre operating costs . ................vvern.... 1936 1915 1894 1717 162.7
General and administrative expenses . ................... 19.4 21.7 29.4 19.8 19.3
Depreciation and amortization ......................... 37.8 39.8 41.0 37.2 33.8
(Gain) loss on sales of property and equipment ............ (1.4) (1.4) 03 (2.6) 2.4)
Impairment of goodwill @ ... ... .. ... ... ... . ..., 0.0 38.2 0.0 0.0 0.0
Impairment of long-lived assets @ .. .................... 36.5 25.4 5.6 24 0.9
Total operating costs and expenses ................. 475.0 5079 4541 4039 3927
Operating (10SS) INCOME . ... ..ottt 0.6) (24.00 25.7 40.7 67.9
Interest Xpense .. ..........iiiiii i 40.7 47.8 47.6 353 30.1
Gainon sale of investments . .......................... (0.5) (1.7) 0.0 0.0 0.0
Loss in extinguishmentof debt ........................ 0.0 0.0 4.8 5.8 9.3

(Loss) income before reorganization benefit, income taxes,
discontinued operations and cumulative effect of change in

accounting principle . ........ ... ... .. ... .. (40.8) (70.1) (26.7) 04y 285
Reorganization benefit ™ . ... ... .. ... .. ... ... ... ... 0.0 0.0 0.0 2.4 12.4
(Loss) income before income taxes, discontinued operations and

cumulative effect of change in accounting principle .......... (40.8) (70.1) (6.7 2.0 40.9
Income tax expense (benefit) @ . ... ... ... .. ... .. .. .. ... 0.4 55.9 8.5) 2.2 16.9
(Loss) income before discontinued operations and cumulative

effect of change in accounting principle ................... (41.2) (126.0) (18.2) 0.2) 240
Income (loss) from discontinued operations, net of tax & ., . ... .. 0.2) 0.9 (1.2) S5 3.9
(Loss) income before cumulative effect of change in accounting

principle . ... ... 414) (1269) (19.49) 3 27.9
Cumulative effect of change in accounting principle, net of

1523 O 0.0 0.0 0.0 0.1 0.0
Net (loss) income available for common stockholders .......... $ 41.4)$(126.9% (19.4)% 02 $ 279
Weighted average shares outstanding (in thousands)

Basic ... ... 12,661 12,599 12,341 12,194 11,704

Diluted ...... ... . 12,661 12,599 12,341 12,704 12,480
Earnings (loss) per common share:

Basic ... $ 327)$10.07% (1.57)$ 000 $ 238

Diluted ........ ... i $ (327)$(10.07)$ (1.57$% 0.00 $ 2.24
Dividends declared pershare .............................. $ 035% 070$% 0703% 070 $ 0.53



Year Ended December 31,
2008 2007 2006 2005 2004

Balance Sheet Data (at year end):

Cashand cashequivalents .................c.coiviinnnn. .. $ 1093% 2208% 26093 2368% 569
Property and equipment, net of accumulated depreciation @ .. ... 431.8 4973 545.1 568.5 467.7
Total assets . ... ...ttt e 4835 5680 7206 738.1 651.8
Total debt @ .. ... . . e 3923 4217 440.1 4320 3429
Liabilities subject to compromise @ ........................ 0.0 0.0 0.0 0.0 1.3
Accumulated deficit .......... ... ... . e (249.6) (208.2) (81.4) (59.7) (59.9
Total stockholders’ equity ................c.oueiiiinnnan.. $ 252 8% 69.0 $ 203.6 $ 232.7 $ 243.1
Other Financial Data:

Net cash provided by operating activities .................... $ 2518 3708% 382% 429 8% 506
Net cash provided by (used in) investing activities ............. 06 (104) (31.6) (146.5) (43.7)
Net cash (used in) provided by financing activities ............. (36.8) (30.6) @2y 703 8.8
Capital expenditures .. .......ccoivieiiineneiinnennnnn. $ 11.7$ 2279% 3578% 876 % 470
Operating Data:

Theatresatyearend ............... . ..o, 250 264 289 301 282
Screensatyearend . ............iiiii i 2,287 2,349 2447 2475 2,188
Average screens in Operation .. ...........c..eeuieunennen... 2,309 2401 2454 2,383 2,207
Average screens pertheatre ............ .. .. oL, 9.0 8.7 8.5 8.2 7.8
Total attendance (inthousands) ................. .. .ccoovu.n. 49,872 55,089 59,615 57,866 63,260
Average admissions per patron . ................0iiieaia.. $ 6328 5898 544 % 535% 524
Average concessions and other sales perpatron ............... $ 3243 305% 2873% 276 % 259
Average attendance per sCreen . .............o.oiiiiniiin.. 21,598 22,949 242906 24283 28,661

(1) See our 2005 Annual Report on Form 10-K with respect to our reorganization, financial reporting in
accordance with Statement of Position 90-7 and costs incurred during our reorganization.

(2) See the notes to our annual consolidated financial statements with respect to impairments of long-lived
assets.

(3) Includes current maturities of long-term indebtedness, capital lease obligations and financing obligations;
excludes long-term trade payables and liabilities subject to compromise.

(4) During the quarter ended June 30, 2007, we determined that it is more likely than not that our deferred tax
assets would not be realized in the future and accordingly we provided a valuation allowance against our
deferred tax assets of $55.9 million.

(5) Theatres closed in 2004 have not been reclassified as discontinued operations, as such results are
immaterial.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS.

The following discussion of our results of operations and financial condition should be read in conjunction
with “Selected Financial Data” and the consolidated financial statements and related notes included elsewhere in
this Form 10-K. The following discussion includes forward-looking statements that involve certain risks and
uncertainties. See “Business—Cautionary Statement Regarding Forward-Looking Information.”

Overview

We are one of the largest motion picture exhibitors in the United States and as of December 31, 2008 we
owned, operated or had an interest in 250 theatres with 2,287 screens located in 36 states. We target small to
mid-size non-urban markets with the belief that they provide a number of operating benefits, including lower
operating costs and fewer alternative forms of entertainment.

As of December 31, 2008, we had 231 theatres with 2,157 screens on a digital-based platform, and 193
theatres with 452 screens equipped for 3-D. We believe our leading-edge technologies allow us not only greater
flexibility in showing feature films, but also provide us with the capability to explore revenue-enhancing
alternative content programming. Digital film content can be easily moved to and from auditoriums in our
theatres to maximize attendance. The superior quality of digital cinema and our 3-D capability could provide a
competitive advantage to us in markets where we compete for film and patrons.

Our business depends to a substantial degree on the availability of suitable motion pictures for screening in
our theatres and the appeal of such motion pictures to patrons in our specific theatre markets. Our results of
operations vary from period to period based upon the number and popularity of the films we show in our theatres.
A disruption in the production of motion pictures, a lack of motion pictures, or the failure of motion pictures to
attract the patrons in our theatre markets will likely adversely affect our business and results of operations.

Our revenue also varies significantly depending upon the timing of the film releases by distributors. While
motion picture distributors have begun to release major motion pictures more evenly throughout the year, the
most marketable films are usually released during the summer months and the year-end holiday season, and we
usually generate higher attendance during those periods than in other periods during the year. As a result, the
timing of such releases affects our results of operations, which may vary significantly from quarter to quarter and
year to year.

We compete with other motion picture exhibitors and a number of other film delivery methods, including
DVD’s, video-on-demand, pay-per view services and downloads via the Internet. We also compete for the
public’s leisure time and disposable income with all forms of entertainment, including sporting events, concerts,
live theatre and restaurants. A prolonged economic downturn could materially affect our business by reducing
amounts consumers spend on entertainment including attending movies and purchasing concessions. Any
reduction in consumer confidence or disposable income in general may affect the demand for movies or severely
impact the motion picture production industry such that our business and operations could be adversely affected.

The ultimate performance of our film product any time during the calendar year will have a dramatic impact
on our cash needs. In addition, the seasonal nature of the exhibition industry and positioning of film product
makes our needs for cash vary significantly from quarter to quarter. Generally, our liquidity needs are funded by
operating cash flow and available funds under our credit agreement. Our ability to generate this cash will depend
largely on future operations.

In light of the challenging conditions in the wider U.S. economy and declining attendance in recent years,
we continue to incur operating losses and focus on operating performance improvements, including managing
our operating costs, implementing pricing initiatives and closing underperforming theatres. We also intend to
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allocate our available capital primarily to reducing our overall leverage. To this end, during the year ended
December 31, 2008, we made voluntary pre-payments of $25 million to reduce our term debt, and in
September 2008 we announced our decision to suspend our quarterly dividend. In addition, we continue to sell
surplus property in order to generate additional cash.

For a summary of risks and uncertainties relevant to our business, please see “Item 1A. Risk Factors.”

Results of Operations
Seasonality

Typically, movie studios release films with the highest expected revenues during the summer and the
holiday period between Thanksgiving and Christmas, causing seasonal fluctuations in revenues. However, movie
studios are increasingly introducing more popular film titles throughout the year. In addition, in years where
Christmas falls on a weekend day, our revenues are typically lower because our patrons generally have shorter
holiday periods away from work or school.

Revenues

We derive almost all of our revenues from box office admissions and concession sales. We recognize
admissions revenues when movie tickets are sold at the box office and concession sales revenues when the
products are sold in the theatre. Admissions and concession sales revenues depend primarily upon attendance,
ticket price and the price and volume of concession sales. Our attendance is affected by the quality and timing of
movie releases and our ability to obtain films that appeal to patrons in our markets.

Expenses

Film exhibition costs vary according to box office admissions and are accrued based on our terms and
agreements with movie distributors. The agreements usually provide for a decreasing percentage of box office
admissions to be paid to the movie studio over the first few weeks of the movie’s run, subject to a floor for later
weeks. Where “firm terms” do not apply, film exhibition costs are accrued based on the expected success of the
film over a thirty to sixty day period and estimates of the final settlement with the movie studio. Settlements
between us and the movie studios are completed three to four weeks after the movie’s run.

Our theatre operating costs include labor, utilities and occupancy, and facility lease expenses. Labor costs
have both a variable and fixed cost component. During non-peak periods, a minimum number of staff is required
to operate a theatre facility. However, to handle attendance volume increases, theatre staffing is increased during
peak periods and thus salaries and wages vary in relation to revenues. Utilities, repairs and maintenance services
also have variable and fixed cost components. Our occupancy expenses and property taxes are primarily fixed
costs, as we are generally required to pay applicable taxes, insurance and fixed minimum rent under our leases.
In addition, several of our theatre leases contain provisions for contingent rent whereby a portion of our rent
expense is based on an agreed upon percentage of revenue exceeding a specified level. In these theatres, a portion
of rental expenses can vary directly with changes in revenue.

Our general and administrative expenses include costs not specific to theatre operations, and are composed
primarily of corporate overhead.
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Operating Statement Information

The following table sets forth for the periods indicated the percentage of total revenues represented by

certain items reflected in our consolidated statements of operations.

Year Ended
December 31,
2008 2007 2006
Revenues:
AdIMISSIONS . . o\ vttt ettt e e e e e 66% 66% 66%
Concessions and other . ........ ... it i 34%  34% @ 34%
Total Operating TEeVENUES .. .......uiiuiiuiine i, 100 100 100
Operating costs and expenses:
Film exhibition costs & ... ... ... e e 36% 36%  36%
CONCESSION COSES .+ o v vttt te et e et ettt ettt e e en 4% 4% 4%
Other theatre Operating CostS ... ........uuuneituumnnnternuiiaeeernnn... 41%  40%  39%
General and administrative EXPenses . . .. ...vv it 4% 4% 6%
Depreciation and amortization ... ...........c.. it 8% 8% 9%
(Gain) loss on sale of property and equipment ................ ... ... ... ®% O O)%
Impairment of goodwill .. ... ... .. . 0)% 8% 0%
Impairment of long-lived assets . ........... . i 8% 5% 1%
Total operating costs and EXPENSeS . .. .......c.euiiniuiuennenenennennn 101% 105%  95%
Operating (I0SS) INCOME . . . ..ottt it i et es MDM% (5% 5%
INLEESt EXPENSE . . v v vttt ettt e e e 9% 10% 10%
Gainon sale of INVEStMENTS . .. ..ottt it et ettt et et e e ®% % O)%
Loss on extinguishmentof debt . ............ .. .. .. i O% O% 1%
Loss before income tax and discontinued operations ............................. 10% (5% (6)%
Income tax expense (benefit) ......... .. ... .. . i 0% 12% (D)%
Loss before discontinued operations . ............. ... it 10)% @2NH% D%
Loss from discontinued Operations ..............c.veuiiuniiiniiiiniinn. _O% O% (0)%
Net loss available for common stockholders ............ ... ... ... ... ... ..., 10)% @2NH% (D%

(1) Film exhibition costs include advertising expenses.

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

Revenues. We collect substantially all of our revenues from the sale of admission tickets and concessions.

The table below provides a comparative summary of the operating data for this revenue generation.

Years ended December 31,

2008 2007
Average theatres .......... ...t 256 277
AVEIAZE SCIEOIIS .+ . ¢ it vttt ittt ettt ettt 2,309 2,401
Average attendance per screen (D . ... . L L L i 21,598 22,949
Average admission perpatron 1 . ... ... L o $ 632 $ 589
Average concessions and other sales perpatron® .. ........... ... .. ... $ 324 $ 3.06
Total attendance (in thousands) O .. ... ... . ... .. ... .. ... 49,872 55,089
Total revenues (inthousands) ... ......c.vuvieiiiiiternenennnnennn. $474,403  $483,958

(1) Includes activity from theatres designated as discontinued operations and reported as such in the

consolidated statements of operations.
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Total revenues decreased 2.0% to $474.4 million for the year ended December 31, 2008 compared to $484.0
million for the year ended December 31, 2007, due to the closure of underperforming theatres and a decrease in
the average attendance per screen offset by an increase in average admissions per patron and concessions and
other sales per patron. Admissions revenue decreased 1.6% to $313.6 million in 2008 from $318.6 million in
2007, due to a decrease in our average attendance per screen offset by an increase in average admissions per
patron. Concessions and other revenue decreased 2.8% to $160.8 million in 2008 from $165.3 million in 2007,
due to a decrease in attendance offset by an increase in our average concessions and other sales per patron.

We operated 250 theatres with 2,287 screens at December 31, 2008 and 264 theatres with 2,349 screens at
December 31, 2007.

Operating costs and expenses. The table below summarizes operating expense data for the periods
presented.

Year ended December 31,

($’s in thousands) 2008 2007 % Change
Film exhibition COSES .« v v oottt i e e i e s $171,845 $175,514 2)
CONCESSION COSLS - v v e v e et et et et et eee e ieene s $ 17,340 $ 17,230 1
Other theatre Operating Costs . ..........c.ooeeriiernaennn.n $193,562  $191,499 1
General and administrative eXpenses .. ................u... $ 19,357 $ 21,690 an
Depreciation and amortization ........... ... $ 37,763 $ 39,786 (5)
Gain on sale of property and equipment . ................... $ 1369 $ 1354 1
Impairment of goodwill ............ ... ... ... ... $ 0 $ 38240 N/A
Impairment of long-lived assets .............. ... ... $ 36,479 $ 25,354 44

Film exhibition costs. Film exhibition costs for the year ended December 31, 2008 decreased to
$171.8 million as compared to $175.5 million for the year ended December 31, 2007 due to a decrease in
admissions revenue primarily as a result of a decrease in attendance. As a percentage of admissions revenue, film
exhibition costs were 55% for the years ended December 31, 2008 and 2007.

Concessions costs. Concession costs for the year ended December 31, 2008 increased to $17.3 million as
compared to $17.2 million for the year ended December 31, 2007. As a percentage of concessions and other
revenues, concessions costs were 11% for the year ended December 31, 2008, as compared to 10% for the year
ended December 31, 2007 due to increased commodity costs and fuel surcharges. Our focus continues to be a
limited concessions offering of high margin products such as soft drinks, popcorn and individually packaged
candy, to maximize our profit potential.

Other theatre operating costs. Other theatre operating costs for the year ended December 31, 2008 increased
to $193.6 million as compared to $191.5 million for the year ended December 31, 2007 due to increased
maintenance costs, utility costs, property taxes and bank fees which were offset by decreased personnel costs,
occupancy costs and insurance.

General and administrative expenses. General and administrative expenses for the year ended December 31,
2008 decreased to $19.4 million as compared to $21.7 million for the year ended December 31, 2007. The
decrease in our general and administrative expenses is due to reductions in our salaries and wages expense,
incentive compensation and legal and professional fees.

Depreciation and amortization. Depreciation and amortization expenses for the year ended December 31,
2008 decreased approximately 5% as compared to the year ended December 31, 2007 due to a combination of
lower balances of property and equipment due to theatre closures, asset sales and other property and equipment
disposals, as well as a portion of our long-lived assets becoming fully depreciated.

27



Net gain on sales of property and equipment. We recognized a gain of $1.4 million on the sales of property
and equipment for each of the years ended December 31, 2008 and 2007. Our gains and losses primarily result
from the disposition of underperforming and surplus property and equipment.

Goodwill Impairment. Our goodwill was fully impaired in 2007 resulting in a non-cash charge to earnings of
$38.2 million for the year ended December 31, 2007. This impairment charge was the result of full year 2007
operating results that were significantly lower than expectations and a fourth quarter decline in our stock price.
We estimated the fair value of the Company using a combination of a discounted cash flow model and references
to quoted market prices.

Impairment of long-lived assets. Impairment of long-lived assets for the year ended December 31, 2008
increased to $36.9 million compared to $26.2 million for the year ended December 31, 2007. For 2008, the
impairment charges relating to continuing operations were $36.5 million and impairment charges relating to
discontinued operations were $396,000. The impairment charges affected 43 theatres with 379 screens in 2008
and were primarily the result of (1) deterioration in the full-year operating results of 33 of these theatres,
resulting in $32.2 million in impairment charges; (2) the contemplated sale of one closed theatre with a contract
price less than carrying value, resulting in $49,000 in impairment charges; (3) a decrease in the fair market value
of excess 35 millimeter projectors, resulting in $2.1 million in impairment charges; and (4) excess seat and
equipment inventory from our theatre closures, resulting in $2.1 million in impairment charges. For 2007, we
recorded impairment charges relating to continuing operations of $25.4 million and impairment charges relating
to discontinued operations of $825,000. The impairment charges affected 31 theatres with 225 screens and were
primarily the result of (1) deterioration in the full-year operating results of 25 of these theatres, resulting in $22.4
million in impairment charges; (2) a fourth quarter decision to market one parcel of land and close six owned
theatres and sell the related assets, resulting in $3.1 million in impairment charges; and (3) excess 35 millimeter
projectors as a result of the completion of our digital projection installation, resulting in $740,000 in impairment
charges.

When evaluating declining trends in theatre-level operating results, we give consideration to the seasonality
of the business, with significant revenue and cash flow being generated in the summer and year-end holiday
season as well as the effects of competition. Additionally, we evaluate the financial results on an on-going basis,
but only after the theatre and its financial results have matured. For purposes of estimating the impairment loss,
the fair value of the asset group was determined primarily by use of a discounted cash flow model.

Operating Loss. Operating loss for the year ended December 31, 2008 was $574,000 as compared to $24.0
million for the year ended December 31, 2007. The decrease in our operating loss is largely due to a 2007
impairment of goodwill offset by an increase in impairment of long-lived assets in 2008.

Interest expense. Interest expense for the year ended December 31, 2008 decreased to $40.7 million from
$47.8 million for the year ended December 31, 2007. The decrease is primarily related to lower average
outstanding debt du