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TEAMHealth.

TeamHealth (Knoxville, Tenn.) (NYSE: TMH) was founded in 1979 and has become one of the largest suppliers
of outsourced healthcare professional staffing and administrative services to hospitals and other healthcare
providers in the United States. Through its six principal service lines located in 15 regional sites, TeamHealth’s
more than 7,100 affiliated healthcare professionals provide emergency medicine, hospital medicine, anesthesia,
and pediatric staffing and management services to more than 730 civilian and military hospitals, clinics, and
physician groups in 47 states. For more information about TeamHealth, visit www.teamhealth.com.




TO OUR SHAREHOLDERS:

During 2011, TeamHealth continued to make investments to enhance the value and service provided to our client
hospitals, our affiliated clinicians, and ultimately to the many patients who are cared for by our more than 7,100
affiliated providers. Our primary focus is to support clinicians in providing superior patient care, and our primary
goal is to improve the overall healthcare experience for patients in our client hospitals. We continued to support
these objectives during 2011 and appreciate the outstanding work of our clinicians and administrative employees
throughout the year.

In a very challenging healthcare environment, TeamHealth delivered financial performance with solid growth,
leading to record levels of net revenue, Adjusted EBITDA, and earnings per share during 2011. In addition to
strong financial results, we completed several successful acquisitions, enhanced our capital structure, and made
strategic organizational investments that have positioned us for continued growth in 2012.

These financial and operational achievements have served as the underpinning support for the continued creation
of shareholder value since our 2009 initial public offering, as reflected by the strong performance of our
company’s stock price, which increased by more than 42 percent in 2011 to close the year at $22.07 per share.

Financial Performance

We are extremely pleased with our financial performance in 2011.

Net revenue less provision increased by 14.9 percent to $1.75 billion, while Adjusted EBITDA increased to
$188.5 million and fully diluted earnings per share grew to $0.98. We were pleased with the balance of revenue
growth in 2011 that originated from three key elements of growth drivers: same contract, net new contracts, and
acquisitions.

Same contract growth was driven by increased patient volume throughout the year compared to 2010,
particularly during the first quarter’s flu season, as well as increases in the estimated collections for patient visits.
Our net new contracts also helped drive overall growth as 2011 represented the largest increase in new contracts
in TeamHealth’s history with new contract starts in Emergency Medicine, Hospital Medicine, and Anesthesia.
Additionally, we were pleased that our military staffing division obtained finality on a significant government
contract award that was the subject of a lengthy contract award protest action going back several years. Once
staffing services commence, we estimate this contract will generate annualized revenue of approximately $43.0
million starting in mid-year 2012, further enhancing the stability in our military division.

The completion and integration of four physician practice acquisitions also contributed to our solid financial
performance in 2011. These transactions expanded our footprint in key markets and provided a strengthened
platform for future growth in new geographic areas. The 2011 acquisitions included an emergency medicine
group in Alabama, a regional emergency medicine company in Chicago, a hospital medicine group in Tennessee,
and a regional anesthesia group in Denver. The latter purchase highlights our strategic focus on growing our
anesthesia service line, which has been delivering solid contributions to revenue, cash flow, and earnings since
our initial entry into anesthesia contract management in late 2009 and which we believe promises ongoing
growth in the future.

Improved Capital Structure

We completed a secondary stock offering during the first quarter of 2011, a transaction that expanded our
investor base and increased our float and liquidity. We also completed a $575.0 million refinancing of our senior
term debt in June, the timing of which allowed us to take advantage of favorable pricing, increase the size of our
revolving credit facility, and extend the maturity dates of the new senior term debt.

In December we once again expanded the size of our revolving line of credit under the same terms reached in our
June refinancing. The move increased our total borrowing capacity through the revolving credit line by an
additional $50.0 million to $225.0 million, providing additional resources and support for continued investments
in new acquisitions, contract growth, and expanded services for our clients.



Operational Enhancements

In addition to our strong financial performance in 2011, we continued to advance our operational excellence
strategies.

The performance of our revenue cycle management and internal billing services remained strong in 2011,
supporting the year’s financial performance. We made investments in our billing service center, which, as a
company-owned service, sets us apart from competitors who work with third-party billing vendors. The expertise
of our billing professionals, gained by processing the billing for more than 11 million patient encounters
annually, has allowed us to promptly and accurately conduct the billing for essentially all of our accounts as we
continue to integrate recent acquisitions into our internal billing platform.

This year we made significant investments in leadership development through our partnership with Studer Group,
the recognized leader in hospital performance improvement. As part of that partnership, we created the
TeamHealth Leadership Development Institute, an initiative that has helped us improve the leadership skills of
our physician and business leaders, physician satisfaction and retention, patient satisfaction, and operational
metrics throughout all of our hospital based service lines. In 2011 we provided leadership training to over 700
clinical and administrative leaders through our Institute.

Another primary focus for TeamHealth is to facilitate ongoing incremental improvements in clinical risk
management and patient safety. We have continued to expand the role of our federally recognized Patient Safety
Organization—a forum that allows providers to share and discuss clinical best practices in a confidential setting.
Our investment in risk management and patient safety continues to result in tangible benefits to our hospital
clients, affiliated providers, and patients.

In 2011 we expanded our emergency department scribe program, which pairs physicians with an assistant who
manages patient medical record documentation. The program helps to increase physician productivity, improve
patient satisfaction scores, and reduce physician turnover. We also introduced an iPad application to further assist
our existing physicians and to help recruit new physicians to our organization. Updated frequently, this
TeamHealth application provides physicians and medical students with news on the latest developments in the
field of emergency medicine, ongoing career development advice, and access to job opportunities.

These investments combined with our focus on client retention helped us achieve a 98 percent client retention
rate in 2011 and a marked increase in the number of our client hospitals that in our annual survey said they would
recommend TeamHealth to their colleagues.

As we position TeamHealth for the future, we remain committed to our legacy of providing exemplary
emergency medicine services. We also recognize that our hospital partners need support in the areas of hospital
medicine and anesthesia, and therefore we have established distinct service lines with dedicated resources to
address these needs. While the view of the future landscape of healthcare is murky, we believe there will be
greater emphasis on cost containment at all levels no matter the outcome of healthcare reform at the federal level.
The hospitals and healthcare organizations that can effectively manage costs, produce quality outcomes, and
integrate physician services across the continuum of care will be the ones that thrive under reform. Leveraging
our core competencies, we are positioning TeamHealth to be a strategic partner with hospitals and physician
groups in integrating health care delivery for their patient population and communities.

We thank you for your ongoing support in 2011 and look forward to continuing to focus on our goal of delivering
value and high-quality services to hospitals, providers, and patients during 2012.

Sincerely,

Greg Roth
President & Chief Executive Officer



Performance Graph

The stock performance graph is not and shall not be deemed incorporated by reference by any general statement
incorporating by reference this Report into any filing under the Securities Act of 1933 or the Securities Exchange
Act of 1934, (collectively, the “Acts”) except to the extent that we specifically incorporate this information by

reference, and shall not otherwise be deemed filed under such Acts.

The following graph illustrates a comparison of the total cumulative stockholder return on our common stock
since December 31, 2010 to three indices: S&P 500 Index, S&P 500 Healthcare Sector Index and the Russell
2000 Index. The graph assumes an initial investment of $100 on December 31, 2010. The comparisons in the
graph are required by the Securities and Exchange Commission (SEC) and are not intended to forecast or be

indicative of possible future performance of our common stock.
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PART I

Item 1.  Business

» «

Unless the context otherwise requires, references in this report to “TeamHealth,” “we,” “our,” “us " and
the “Company” refer to Team Health Holdings, Inc., and its consolidated subsidiaries and affiliated medical
groups. The term “Team Health physicians or providers”, “affiliated providers”, “our providers” or “our
clinicians” includes physicians and/or other healthcare providers who are employed by Team Health’s affiliated
entities and physicians and/or other healthcare providers who contract with Team Health’s affiliated entities and

who independently exercise their professional clinical judgment when providing clinical patient care.

Our Company

We believe we are one of the largest suppliers of outsourced healthcare professional staffing and
administrative services to hospitals and other healthcare providers in the United States, based upon revenues,
patient visits, and number of clients. We serve approximately 730 civilian and military hospitals, clinics and
physician groups in 47 states with a team of more than 7,100 affiliated healthcare professionals, including
physicians, physician assistants, nurse practitioners, and nurses. We recruit and contract with healthcare
professionals who then provide professional services within third-party healthcare facilities. We are a physician-
founded organization with physician leadership throughout all levels of our organization. Since our inception in
1979, we have provided outsourced services in emergency departments (EDs). We also provide comprehensive
programs for hospital medicine (hospitalist), anesthesiology, pediatrics and other healthcare services, by
providing permanent staffing that enables the management teams of hospitals and other healthcare facilities to
outsource certain management, recruiting, hiring, payroll, billing and collection and benefits functions.

EDs are a significant source of hospital inpatient admissions with a majority of admissions for key medical
service lines starting in EDs, making successful management of this department critical to a hospital’s patient
satisfaction rates and overall success. This dynamic, combined with the challenges involved in billing and
collections and physician recruiting and retention, is a primary driver for hospitals to outsource their clinical
staffing and management services to companies such as ours. For the year ended December 31, 2011, our
clinicians provided services to over 9.2 million patients within our EDs. Our net revenues less provision for
uncollectibles from ED contracts increased by approximately 44% from 2007 to 2011, or at a compound annual
growth rate of approximately 10.0%. We have long-term relationships with customers under exclusive ED
contracts with an approximate 98% renewal rate and a 93% physician retention rate as of December 31, 2011
(calculated on a preceding 12 months basis). The EDs that we staff are generally located in mid-sized to larger
hospitals. We believe our experience and expertise in managing the complexities of these high-volume EDs
enable our hospital clients to provide higher quality and more efficient physician and administrative services. In
this type of setting, we can establish stable long-term relationships, recruit and retain high quality physicians and
other providers and staff, and obtain attractive payer mixes and reasonable margins.

The range of services that we provide to our clients includes the following:

recruiting, schedule and credential coordination for clinical and non-clinical medical professionals;
+  coding, billing and collection of fees for services provided by medical professionals;

»  provision of experienced medical directors;

»  administrative support services, such as payroll, professional liability insurance coverage, continuing
medical education services and management training;

«  claims and risk management services; and

»  standardized procedures.

We are a national company delivering our services through 15 regional operating units located in key
geographic markets. This operating model enables us to provide a localized presence combined with the benefits
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of scale in centralized administrative and other back office functions that accrue to a larger, national company.
The teams in our regional offices are responsible for managing our client relationships and providing healthcare
administrative services.

Corporate Conversion, Initial Public Offering and Secondary Offering
Corporate Conversion

In connection with the Company’s initial public offering described below, Team Health Holdings, L.L.C.
was converted from a Delaware limited liability company to a corporation organized under the laws of the State
of Delaware (the “Corporate Conversion™). In connection with the Corporate Conversion, each class of limited
liability company interests of Team Health Holdings, L.L.C. was converted into shares of common stock of
Team Health Holdings, Inc. For more information on the Corporate Conversion, see “Management’s Discussion
and Analysis of Financial Condition and Results of Operations—Introduction—The Corporate Conversion” in
this Form 10-K.

Initial Public Offering

On December 21, 2009, Team Health Holdings, Inc. completed the initial public offering of its common
stock, in which it issued a total of 15,295,000 shares of its common stock (after exercise by the underwriters of
their over-allotment option). The Company’s common stock is traded on the New York Stock Exchange under
the symbol “TMH.” For more information on the initial public offering, see “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Introduction—Initial Public Offering” in this Form
10-K.

Secondary Offering

The Company completed a secondary offering of common stock in March of 2011. The 8,830,000
secondary shares in aggregate were sold by the Company’s principal shareholder, Ensemble Parent LLC, an
investment fund affiliated with The Blackstone Group L.P. and the Company’s chief financial officer. The
Company did not receive any proceeds from the sale of shares in the offering.

Service Lines

We provide a full range of outsourced physician staffing and administrative services in emergency
medicine, inpatient services (hospitalist), anesthesiology, pediatrics and other hospital-based functions. We also
provide a full range of healthcare management services to military treatment facilities. In addition to physician-
related services within a military treatment facility setting, we also provide non-physician staffing services to
military treatment facilities, including such services as para-professional providers, nursing, specialty technicians
and administrative staffing.

Emergency Department. We believe we are one of the largest providers of outsourced clinical staffing and
administrative services for EDs in the United States, based upon revenues and patient visits. We contract with
hospitals to provide qualified emergency physicians, physician assistants and nurse practitioners for their EDs. In
addition to the core services of contract management, recruiting, credentials coordination, staffing and
scheduling, we provide our client hospitals with enhanced services designed to improve the efficiency and
effectiveness of their EDs. We have specific programs that apply proven process improvement methodologies to
departmental operations. By providing these enhanced services, we believe we increase the value of services we
provide to our clients and improve client relations. Additionally, we believe these enhanced services also
differentiate us from our competitors in sales situations and improve our chances of being selected in a
competitive bidding process. As of December 31, 2011, we independently contracted with approximately 2,300
and employed more than 900 hospital-based emergency physicians. Net revenue less provision for uncollectibles
derived from our ED service line were 73%, 73% and 74% of our consolidated net revenues less provision for
uncollectibles in 2009, 2010 and 2011, respectively.



Inpatient Services (Hospitalist). We provide physician staffing and administrative functions for inpatient
services, which include hospital medicine, intensivist and house coverage services. Our inpatient contracts with
hospitals are generally on a cost-plus or flat rate basis. We also contract directly with health plans. As of
December 31, 2011, we independently contracted with or employed approximately 530 inpatient physicians. Net
revenue less provision for uncollectibles derived from our inpatient services (hospitalist) service line were 9%, of
our consolidated net revenues less provision for uncollectibles in 2009, 2010 and 2011.

Anesthesiology. We provide outsourced anesthesiology and pain management solutions to hospitals and
ambulatory surgery centers on a ‘turn-key’ basis. The services provided by our anesthesiologists and Certified
Registered Nurse Anesthetists (CRNAs) include anesthesia for the full range of surgical subspecialties, including
cardiac, pediatric, trauma, ambulatory, orthopedic, obstetrical, general and ear, nose and throat, as well as
interventional pain management. We also provide comprehensive administrative oversight and business
management of these services, including processes designed to improve the efficiency and effectiveness of the
anesthesiology department and the hospital’s surgical services. We believe that this, along with our industry
reputation and our focus on high levels of customer service, provide us with key market differentiation. As of
December 31, 2011, we independently contracted with or employed approximately 170 anesthesiologists. Net
revenue less provision for uncollectibles derived from our anesthesiology service line were 0%, 5% and 7% of
our consolidated net revenues less provision for uncollectibles in 2009, 2010 and 2011, respectively.

Pediatrics. We provide outsourced pediatric physician staffing and administrative services for general and
pediatric hospitals on a fee for service basis. These services include pediatric emergency medicine and radiology,
neonatal intensive care, pediatric intensive care, urgent care centers, primary care centers, observation units and
inpatient services. We also operate eleven after-hours pediatric urgent care centers in Florida. We have
experienced growth of our contracts and centers and net revenues less provision for uncollectibles in our
outsourced pediatric physician staffing and administrative services business due primarily to new contract sales
and acquisitions, the establishment of new centers, and, to a lesser extent, rate increases on existing contracts.

Temporary Staffing. We provide temporary staffing (locum tenens) of physicians and allied health
professionals to hospitals and other healthcare organizations through our subsidiary, Daniel and Yeager, Inc., or
D&Y. Specialties placed through D&Y include hospitalists, primary care, radiology, anesthesiology and
psychiatry, among others. Revenues from these services are generally derived from a standard contract rate based
upon the type of service provided. D&Y’s customers include hospitals, military treatment facilities and medical
groups.

Primary Care Clinics and Occupational Medicine. We provide primary care staffing and administrative
services in stand-alone primary care clinics and in clinics located on the work-site of industrial clients. While
such clinics are not a primary focus of our business, they are complementary to our hospital clients’ interests. We
generally contract with hospitals or industrial employers to provide cost-effective, high quality primary care
physician staffing and administrative services.

Military Staffing Services. Physician and other non-physician staffing services, including such services as
nursing, specialty technician and administrative staffing, are provided primarily in military treatment and
outpatient clinical facilities within the United States. These services are generally provided on an hourly contract
basis. . Net revenue less provision for uncollectibles derived from our military staffing services service line were
11%, 6% and 5% of our consolidated net revenues less provision for uncollectibles in 2009, 2010 and 2011,
respectively.

Medical Call Center Services. Through our subsidiary, TeamHealth Medical Call Center, we provide
medical call center services to hospitals, physician groups and managed care organizations. Our 24-hour medical
call center is staffed by registered nurses and specially trained telephone representatives with consultation
available from practicing physicians.

The services provided by TeamHealth Medical Call Center include:

+  physician after-hours call coverage;



*  community nurse lines;

*  ED advice calls;

*  physician referral;

*  class scheduling;

*  appointment scheduling; and

*  web response.

In addition, the TeamHealth Medical Call Center can provide our ED clients with outbound follow-up calls
to patients who have been discharged from an ED. We believe this service results in increased patient satisfaction
and decreased liability for the hospital.

The TeamHealth Medical Call Center is one of the few call centers nationwide that is accredited by the
Utilization Review Accreditation Committee, an independent nonprofit organization that provides accreditation
and certification programs for call centers.

Radiology Operations. During the fourth quarter of 2010, the Company completed a strategic review of its
radiology operations, including past performance and future growth opportunities and based upon the review,
concluded that the existing business model of providing teleradiology and radiology staffing services was not a
viable long term strategy and could not consistently meet internal growth targets. As a result of this review, the
Company made a decision to exit this non-core business line. This process was essentially completed during the
first quarter of 2011 with the sale of the teleradiology business. For the years ended December 31, 2009, 2010
and 2011, the radiology division generated approximately $15.7 million, $11.2 million and $7.7 million of net
revenue less provision, respectively.

Contractual Arrangements

We earn revenues from both fee for service arrangements and from flat-rate or hourly contracts. Neither
form of contract requires any significant financial outlay, investment obligation or equipment purchase by us
other than the professional expenses and administrative support costs associated with obtaining and staffing the
contracts and the associated cost of working capital for such investments.

Our contracts with hospitals generally have terms of three years. Our present contracts with military
treatment facilities are generally for one year. Both types of contracts often include automatic renewal options
under similar terms and conditions unless either party gives notice to the other of an intent not to renew. Despite
the fact that most contracts are terminable by either party upon notice of as little as 90 days, the average tenure of
our existing ED and hospital medicine contracts is approximately nine years. The termination of a contract is
usually due to either an award of the contract to another staffing provider as a result of a competitive bidding
process or the termination of the contract by us due to a lack of an acceptable profit margin on fee for service
patient volumes coupled with inadequate contract subsidies. Less frequently, contracts may be terminated as a
result of a hospital facility closing due to facility mergers or a hospital attempting to insource the services being
provided by us.

Hospitals. We provide outsourced physician staffing and administrative services to hospitals under fee for
service contracts, flat-rate contracts and cost-plus contracts. Hospitals entering into fee for service contracts
agree, in exchange for granting exclusivity to us for such services, to authorize us to bill and collect the
professional component of the charges for such professional services. Under the fee for service arrangements, we
bill patients and third-party payers for services rendered. Depending on the underlying economics of the services
provided to the hospital, including its payer mix, we may also receive supplemental revenue from the hospital. In
a fee for service arrangement, we accept responsibility for billing and collections.
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Under flat-rate contracts, the hospital usually performs the billing and collection services of the professional
component and assumes the risk of collectibility. In return for providing the physician staffing and administrative
services, the hospital pays us a contractually negotiated fee, often on an hourly basis. Under cost-plus contracts,
the hospital typically reimburses us the amount of our total costs incurred in providing physicians and mid-level
practitioners to perform the professional services, plus an agreed upon administrative management fee, less our
billings and collections of the professional component of the charges for such professional services.

Military Treatment Facilities. Our present contracts to provide staffing for military treatment facilities
generally provide such staffing on an hourly or fee basis.

Physicians. We contract with physicians as independent contractors or employees to provide the
professional services necessary to fulfill our contractual obligations to our hospital clients. We typically pay
physicians: (1) an hourly rate for each hour of coverage provided at rates comparable to the market in which they
work; (2) a productivity-based payment such as a relative value unit, or RVU, based payment or (3) a
combination of both a fixed rate and a productivity-based payment. The hourly rate varies depending on whether
the physician is independently contracted or an employee. Independently contracted physicians are required to
pay a self-employment tax, social security, and workers’ compensation insurance premiums. By contrast, we pay
these taxes and expenses for employed physicians. See “Risk Factors—Risks Related to Our Business—A
reclassification of our independent contractor physicians by tax authorities could require us to pay retroactive
taxes and penalties which could have a material adverse effect on us.”

Our contracts with physicians generally have automatic renewal provisions and can be terminated at any
time under certain circumstances by either party without cause, typically upon 90 to 180 days notice. Our
physician contracts may also be terminated immediately for cause by us under certain circumstances. In addition,
we have generally required physicians to sign non-competition and non-solicitation agreements. Although the
terms of our non-competition and non-solicitation agreements vary from physician to physician, they generally
restrict the physician for 2 years after termination from divulging confidential information, soliciting or hiring
our employees and physicians, inducing termination of our agreements, competing for and/or soliciting our
clients and, in limited cases, providing services in a particular geographic region. As of December 31, 2011, we
had working relationships with more than 4,200 physicians, of which approximately 2,800 were independently
contracted. See “Risk Factors—Risks Related to Our Business—If we are not able to successfully recruit and
retain qualified physicians and nurses to serve as our independent contractors or employees, our net revenues
could be adversely affected.”

Other Healthcare Professionals. We provide para-professionals, nurses, specialty technicians and
administrative support staff on a long-term contractual basis to military treatment facilities. These healthcare
professionals under our current military staffing contracts are compensated on an hourly or fee basis. As of
December 31, 2011, we employed or contracted with more than 800 other healthcare professionals.

Services

We provide a full range of outsourced physician and non-physician healthcare professional staffing and
administrative services, including the following:

Contract Management. Our delivery of services for a clinical area of a healthcare facility is led by an
experienced contract management team of clinical and other healthcare professionals. The team usually includes
a regional medical director, an on-site medical director and a client services manager. The on-site medical
director is a physician with the primary responsibility of coordinating the physician component of a clinical area
of the facility. The medical director works with the team, in conjunction with the nursing staff and private
medical staff, to improve clinical quality and operational effectiveness. Additionally, the medical director works
closely with the regional operating unit’s operations staff to meet the client’s ongoing recruiting and staffing
needs.



Staffing. We provide a full range of staffing services to meet the unique needs of each healthcare facility.
Our dedicated clinical teams include qualified, career-oriented physicians and other healthcare professionals
responsible for the delivery of high quality, cost-effective care. These teams also rely on managerial personnel,
many of whom have clinical experience, who oversee the administration and operations of the clinical area. As a
result of our staffing services, healthcare facilities can focus their efforts on improving their core business of
providing healthcare services for their communities as opposed to recruiting and managing physician staffing.
We also provide temporary staffing services of physicians and other healthcare professionals to healthcare
facilities on a national basis.

Recruiting. Many healthcare facilities lack the resources necessary to identify and attract specialized,
career-oriented physicians. We have a staff of more than 100 professionals dedicated to the recruitment of
qualified physicians and other clinicians. These professionals are regionally located and focus on matching
qualified, career-oriented physicians with healthcare facilities. Common recruiting methods include the use of
our proprietary national physician database, attendance at trade shows, the placement of website and professional
journal advertisements, telemarketing efforts, and referrals from our existing providers.

We have committed significant infrastructure and personnel to the development of a proprietary national
physician database to be shared among our regional operating units. This database is utilized at all of our
operating units. Recruiters contact prospects through telemarketing, direct mail, conventions, journal advertising
and our Internet site to confirm and update physicians’ information. Prospects expressing interest in one of our
practice opportunities then provide more extensive background on their training, experience, and references, all
of which are added to our database. Our goal is to ensure that the practitioner is a good match with both the
facility and the community before proceeding with an interview.

Credentials Coordination. We gather primary source information regarding physicians to facilitate the
review and evaluation of physicians’ credentials by the healthcare facility.

Scheduling. Our scheduling department assists the on-site medical directors in scheduling physicians and
other healthcare professionals within the clinical area on a monthly basis.

Payroll Administration and Benefits. We provide payroll administration services for the physicians and
other healthcare professionals with whom we contract. Our clinical employees benefit significantly from our
ability to aggregate physicians and other healthcare professionals to negotiate more favorable employee benefit
packages and to provide professional liability coverage at lower rates than many hospitals or physicians could
negotiate individually. Additionally, healthcare facilities benefit from the elimination of the overhead costs
associated with the administration of payroll and, where applicable, employee benefits.

Information Systems. We have invested in advanced information systems and proprietary software
packages designed to assist hospitals in lowering administrative costs while improving the efficiency and
productivity of a clinical area. These systems include TeamWorks, our national physician database and software
package that facilitates the recruitment and retention of physicians and supports our contract requisition,
credentials coordination, automated application generation, scheduling and payroll operations.

The strength of our electronic billing system and other information systems has enhanced our ability to
properly collect patient payments and reimbursements in an orderly and timely fashion and has increased our
billing and collections productivity. As a result of our investments in information systems and the company-wide
application of operational best practices policies, we believe our average cost per patient billed and average
recruiting cost per clinician are among the lowest in the industry.

Billing and Collections. Our billing and collection services are a critical component of our business. Our fee
for service billing and collections operations are primarily conducted at one of three billing locations and operate
on a uniform billing system using a state of the art billing and accounts receivable software package with
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comprehensive reporting capabilities. We are able to maintain fee schedules that vary for the level of care
rendered and to apply contractually agreed upon allowances (in the case of commercial and managed care
insurance payers) and reimbursement policy parameters (in the case of governmental payers) to allow us to
process payer reimbursements at levels that are less than the gross charges resulting from our fee schedules. Our
billing system calculates the contractual allowances at the time of processing of third-party payer remittances.
The contractual allowance calculation is used principally to determine the propriety of subsequent third-party
payer payments. The nature of emergency care services and the requirement to treat all patients in need of such
care and often times under circumstances where complete and accurate billing information is not readily
available at the time of discharge, precludes the use of our billing system to accurately determine contractual
allowances for financial reporting purposes. As a result, management estimates net revenues less provision for
uncollectibles, which is our revenue estimated to be collected after considering our contractual allowance
obligations and our estimates of doubtful accounts, as further discussed in detail in “Management’s Discussion
and Analysis of Financial Condition and Results of Operations.”

We have interfaced a number of other software systems with our billing system to further improve
productivity and efficiency. Foremost among these is an electronic registration interface that has the capability to
gather registration information directly from a hospital’s management information system. Additionally, we have
invested in electronic submission of claims and remittance posting, as well as electronic chart capture, workflow,
and online coding. These programs have resulted in lower labor and postage expenses. During 2011,
approximately 90% of our over nine million fee for service patient visits were processed by one of our three
billing locations.

We also operate an internal collection agency. Substantially all collection placements generated from our
billing locations are sent to the agency. Comparative analysis has shown that the internal collection agency is
more cost effective than the use of outside agencies and has improved the collectibility of existing placements.
Our advanced comprehensive billing and collection systems allow us to have full control of accounts receivable
at each step of the process.

Risk Management. Through the organization’s Patient Safety Organization, claims management staff,
quality assurance staff and medical directors, we manage an aggressive risk management program for loss
prevention and early intervention. We are proactive in promoting early reporting, evaluation and resolution of
serious incidents that may evolve into claims or suits. Our risk management function is designed to prevent or
minimize medical professional liability claims and includes:

»  incident reporting systems through which we monitor events that may potentially become claims;

e tracking/trending the cause of events and claims looking for preventable sources of erroneous medical
treatment or decision-making;

*  risk management quality improvement programs;

*  physician education and service programs, including peer review and monitoring and the provision of
more than 100,000 hours of Category I continuing medical education credits in 2011;

+  collection of loss prevention information available to affiliated providers, enabling them to review
current topics in medical care at their convenience; and

« early intervention in potential professional liability claims.

In addition, during 2007, we completed the conversion of our risk management data to one of the most
comprehensive risk management information systems on the market. We use this information system to enhance
our physician risk management assessments, malpractice claims/litigation management and the analysis of claims
data to identify loss patterns/trends. The collection and analysis of claims data enables us to evaluate losses and
target risk management intervention to proactively address potential liability exposures.
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Patient Safety Organization. We have established a federally qualified Patient Safety Organization, or PSO,
whose mission is to improve patient care by conducting quality and safety analyses. Through the protection of
the Patient Safety and Quality Improvement Act of 2005 and implementing regulations, confidentiality is
afforded all patient safety material analyzed within the PSO The TeamHealth PSO creates a secure environment
that enables professional analyses of clinical issues so that best practices can be developed and shared in a
confidential environment that fosters a culture of continuous quality improvement in patient care and safety.

Continuing Medical Education Services. The TeamHealth Institute for Education and Patient Safety is
fully accredited by the Accreditation Council for Continuing Medical Education and the American Nurses
Credentialing Center. This allows us to grant our clinicians continuing medical education credits for both
externally and internally developed educational programs at a lower cost than if such credits were earned through
external programs. In addition to providing life support certification courses, we have designed a series of client
support educational seminars entitled, “Successful Customer Relations” and “Beyond Clinical Competence” for
physicians, nurses and other personnel to learn specific techniques for becoming more effective communicators
and delivering top-quality customer service.

Sales and Marketing

Contracts for outsourced physician staffing and administrative services are generally obtained either through
direct selling efforts or requests for proposals. We have a team of sales professionals located throughout the
country. Each sales professional is responsible for developing sales opportunities for the operating unit in their
territory. In addition to direct selling, the sales professionals are responsible for working in concert with the
regional operating unit president and corporate development personnel to respond to requests for proposals or to
take other steps to develop new business relationships. Although practices vary, healthcare facilities generally
issue a request for proposal with demographic information of the facility department, a list of services to be
performed, the length of the contract, the minimum qualifications of bidders, the selection criteria and the format
to be followed in the bid. Supporting the sales professionals is a fully integrated marketing campaign comprised
of an inside sales program, an internet website, journal advertising, direct mail, conventions/trade shows, online
campaigns and lead referral program.
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Operations

We currently have six principal service lines located at 15 regional sites. Our regional sites are listed in the
table below. The ED, Hospital Medicine, and Anesthesia units are managed by senior physician and business
leaders with profit and loss accountability and the responsibility for pricing new contracts, recruiting and
coordinating the schedules of physicians and other healthcare professionals, marketing locally and conducting
day-to-day operations. The management of corporate functions such as accounting, payroll, billing and
collection, capital spending, information systems and legal are centralized.

Name Location Principal Services
After Hours Pediatrics ............. ... ... ... ...... Tampa, FL Pediatrics
Anesthetix of TeamHealth ........................... Palm Beach Gardens, FL Anesthesia
Daniel and Yeager ............. ... ... ... Huntsville, AL Locum Tenens
Health Care Financial Services of TeamHealth ........... Knoxville, TN Billing
Northwest Emergency Physicians of TeamHealth ......... Seattle, WA ED/Hospital Medicine
Spectrum Healthcare Resources ....................... St. Louis, MO Military Staffing
TeamHealth Atlantic ................ ... .. ........... Knoxville, TN ED/Hospital Medicine
TeamHealthEast . ........ ... ... .. ... .. ... ... Woodbury, NJ ED/Hospital Medicine
TeamHealth Great Lakes ............................ Chicago, IL ED/Hospital Medicine
TeamHealth Midamerica ............................ Oklahoma City, OK ED/Hospital Medicine
TeamHealth Midsouth . ....... ... ... ... ........... Knoxville, TN ED/Hospital Medicine
TeamHealth Midwest ............ ... ... ... ........ Middleburg Heights, OH ED/Hospital Medicine
TeamHealth Mountain States ......................... Denver, CO Anesthesia
TeamHealth Southeast .............................. Plantation, FL ED/Hospital Medicine
TeamHealth West . ...... ... ... ... .. . . . . ... Pleasanton, CA ED/Hospital Medicine

We require the physicians with whom we contract to obtain professional liability insurance coverage. For
our independently contracted physicians, we typically arrange for, and for our employed providers, we typically
provide for, claims-made coverage with per incident and annual aggregate per physician limits and per incident
and annual aggregate limits for various corporate entities. These limits are deemed appropriate by management
based upon historical claims, the nature and risks of the business and standard industry practice.

Beginning in 2003, we began providing for a significant portion of our professional liability loss exposures
through the use of a captive insurance company and through greater utilization of self-insurance reserves. We
base a substantial portion of our provision for professional liability losses on periodic actuarial estimates of such
losses.

We are usually obligated to arrange for the provision of tail coverage for claims against our clinicians for
incidents that are incurred but not reported during periods for which the related risk was covered by claims-made
insurance. With respect to those clinicians for whom we are obligated to provide tail coverage, we accrue
professional liability reserves based on the actuarial estimates of such incurred but not reported claims.

We also maintain general liability, vicarious liability, automobile liability, property, directors and officers
and other customary coverages in amounts deemed appropriate by management based upon historical claims and
the nature and risks of the business.

Employees and Independent Contractors

As of December 31, 2011, we had approximately 6,800 employees, of which approximately 2,600 worked in
billing and collections, operations and administrative support functions, approximately 1,500 were physicians
and approximately 2,700 were other healthcare providers. In addition, we had agreements with approximately
3,000 independent contractors, of whom approximately 2,800 were physicians.
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Competition

The market for outsourced ED staffing and management services is highly fragmented. There are
approximately 4,600 community hospitals with EDs in the United States. We believe that approximately 33% of
hospitals with EDs choose to employ the emergency physician group. The remaining approximate 67% outsource
to a national, regional or local emergency physician group. Of these hospitals that outsource, we believe
approximately 52% contract with a local provider, approximately 23% contract with a regional provider and
approximately 25% contract with a national provider.

We believe Emergency Medical Services Corporation has one of the largest shares of the ED services
market based upon revenues. There are several smaller companies that provide outsourced ED services and that
operate in multiple states.

Such competition could adversely affect our ability to obtain new contracts, retain existing contracts and
increase our profit margins. We compete with national and regional healthcare services companies and physician
groups. In addition, some of these entities may have greater access than we do to physicians and potential clients.
All of these competitors provide healthcare services that are similar in scope to some, if not all, of the services
we provide. Although we and our competitors operate on a national or regional basis, the majority of the targeted
hospital community for our services engages local physician practice groups to provide services similar to the
services we provide. We therefore also compete against local physician groups and self-operated hospital EDs for
satisfying staffing and scheduling needs.

The military has changed its approach toward providing most of its outsourced healthcare staffing needs
through direct provider contracting on a competitive bid basis. As a result, competition for such outsourced
military staffing contracts may be affected by such factors as:

*  the lowest bid price;
»  the ability to meet technical government bid specifications;
e the ability to recruit and retain qualified healthcare providers; and

»  restrictions on the ability to competitively bid based on restrictive government bid lists or bid
specifications designed to award government contracts to targeted business ownership forms, such as
those determined to meet small business or minority ownership qualifications.

We believe we compete effectively in our industry for outsourced physician and other healthcare staffing
and administrative services based, among other things, on:

»  our ability to improve department productivity and patient satisfaction while reducing overall costs;

«  the breadth of staffing and management services we offer;

»  our ability to recruit and retain qualified physicians, technicians and nurses;

. our billing and reimbursement expertise;

e our reputation for compliance with state and federal regulations; and

*  our financial stability.
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Regulatory Matters

General. As a participant in the healthcare industry, our operations and relationships with healthcare
providers such as hospitals are subject to extensive and increasing regulations by numerous federal, state and
local governmental entities. The management services we provide under contracts with hospitals and other
clients include:

» the identification and recruitment of physicians and other healthcare professionals for the performance
of emergency medicine, hospital medicine, anesthesiology, and other services at hospitals and other
facilities;

. utilization review of services and administrative overhead;

«  schedule coordination for staff physicians and other healthcare professionals who provide clinical
coverage in designated areas of healthcare facilities; and

+  administrative services such as billing and collection of fees for professional services.

All of the above services are subject to changes in Medicare reimbursement. On November 1, 2011, Centers
for Medicare and Medicaid Services, or CMS, released its final 2012 Medicare Physician Fee Schedule, or
MPFS, payment changes covering the period from January 1, 2012 through December 31, 2012. Medicare
physician payments were expected to be reduced up to 27.4% under the Sustainable Growth Rate, or SGR,
formula for 2012. On December 23, 2011, Congress passed a bill freezing physician payments at current 2011
rates for two months, through February 29, 2012. If further regulatory or Congressional action is not taken, the
estimated 27.4% payment cuts will go into effect on March 1, 2012. Although Congress set up a conference
committee to negotiate a longer-term deal, it is not clear what, if anything, will occur in the long term.

In addition to changes in reimbursement, these services are potentially subject to scrutiny and review by
federal, state and local governmental entities and are subject to the rules and regulations promulgated by these
governmental entities. Specifically, but without limitation, the following laws and regulations may affect our
operations and contractual relationships:

Laws Regarding Licensing, Certification, and Enrollment. We and our affiliated healthcare providers are
subject to various federal, state and ocal licensing and certification laws and regulations and accreditation
standards and other laws relating to, among other things, the adequacy of medical care, equipment, personnel and
operating policies and procedures. We are also subject to periodic inspection by governmental and other
authorities to assure continued compliance with the various standards necessary for licensing and accreditations.
The Patient Protection and Affordable Care Act, or PPACA, also adds new screening requirements for
enrollment and re-enrollment, as well as enhanced oversight periods for new providers and suppliers, and new
requirements for Medicare and Medicaid program providers and suppliers to establish compliance programs.
CMS published a final rule on February 2, 2011 establishing procedures for provider screening and oversight,
and increased enforcement activity related to enrollment is expected. We are pursuing the steps we believe we
must take to retain or obtain all requisite operating authorities.

State Laws Regarding Prohibition of Corporate Practice of Medicine and Fee Splitting Arrangements.
The laws and regulations relating to our operations in 47 states vary from state to state and many states prohibit
general business corporations from practicing medicine, controlling physicians’ medical decisions or engaging in
some practices such as splitting professional fees with physicians. We believe that we are in substantial
compliance with state laws prohibiting the corporate practice of medicine and fee-splitting. We currently employ
or contract with providers or physician-owned professional corporations to provide outsourced staffing and
administrative services to healthcare facilities in the 47 states in which we provide services. Other parties may
assert that, despite the way we