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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K/A
(Amendment No. 1)
CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(D)
OF THE SECURITIES EXCHANGE ACT OF 1934
Date of Report (Date of earliest event reported): April 19, 2006

UNITED SURGICAL PARTNERS INTERNATIONAL, INC.
(Exact name of Registrant as specified in its charter)
Delaware
(State or other
jurisdiction of incorporation)

000-32837
(Commission File Number)

15305 Dallas Parkway
Suite 1600
Addison, Texas
(Address of principal
executive offices)

75-2749762
(I.R.S. Employer
Identification Number)
75001
(Zip code)

Registrants telephone number, including area code: (972) 713-3500
Not Applicable
(Former name or former address, if changed since last report)
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of
the following provisions (see General Instruction A.2. below):
o

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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EXPLANATORY NOTE
On April 20, 2006, the Company filed a Current Report on Form 8-K (the Original 8-K) to report the completion of the Companys
acquisition of Surgis, Inc. In response to Items 9.01(a) and (b) of the Original 8-K, the Company stated that it would file the required financial
information by amendment as permitted by Instructions (a)(4) and (b)(2) of Item 9.01. This amendment is being filed to provide the required
financial information.

Item 9.01 Financial Statements and Exhibits.
(a)

Financial Statements of Businesses Acquired.
The Company is filing, as exhibit 99.1, the financial statements required under this item with respect to the Companys acquisition of
Surgis, Inc., as discussed in the Original 8-K under Item 2.01.

(b)

Pro Forma Financial Information.
The Company is filing, as exhibit 99.2, the pro forma financial information required under this item with respect to the Companys
acquisition of Surgis, Inc., as discussed in the Original 8-K under Item 2.01.

(c)

Exhibits.
23.1 Consent of Deloitte and Touche, L.L.P.
99.1 Consolidated Financial Statements of Surgis, Inc. as of December 31, 2005 and for the year then ended.
99.2

Unaudited Pro Forma Condensed Consolidated Balance Sheet as of December 31, 2005 and Unaudited Pro Forma Condensed
Consolidated Statement of Income for the year then ended, and related notes.
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SIGNATURE
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned thereunto duly authorized.
UNITED SURGICAL PARTNERS INTERNATIONAL, INC.
By:

/s/ Mark A. Kopser
Mark A. Kopser
Senior Vice President and
Chief Financial Officer
(Principal Financial Officer and duly
authorized
to sign this report on behalf of the
Registrant)

Date: May 8, 2006
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EXHIBIT INDEX
Exhibit
Number

Description

23.1

Consent of Deloitte and Touche, L.L.P.

99.1

Consolidated Financial Statements of Surgis, Inc. as of December 31, 2005 and for the year then ended.

99.2

Unaudited Pro Forma Condensed Consolidated Balance Sheet as of December 31, 2005 and Unaudited Pro Forma Condensed
Consolidated Statement of Income for the year then ended, and related notes.
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Exhibit 23.1
CONSENT OF INDEPENDENT AUDITORS
We consent to the incorporation by reference in Registration Statement No. 333-64926 of United Surgical Partners International, Inc. on Form
S-8 of our report dated March 10, 2006 related to the financial statements of Surgis, Inc. as of and for the year ended December 31, 2005,
appearing in this Current Report on Form 8-K/A of United Surgical Partners International, Inc.
/s/ Deloitte & Touche LLP
Nashville, Tennessee
May 8, 2006
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Exhibit 99.1
INDEPENDENT AUDITORS REPORT
To the Board of Directors and Stockholders of Surgis, Inc.
Nashville, Tennessee
We have audited the accompanying consolidated balance sheet of Surgis, Inc. and subsidiaries as of December 31, 2005, and the related
consolidated statements of operations, stockholders equity, and cash flows for the year then ended. These financial statements are the
responsibility of the Companys management. Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Companys internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.
In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Surgis, Inc. and
subsidiaries as of December 31, 2005, and the results of their operations and their cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.
/s/ Deloitte & Touche LLP
Nashville, Tennessee
March 10, 2006
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SURGIS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
AS OF DECEMBER 31, 2005
(Dollars in thousands)
ASSETS
CURRENT ASSETS:
Cash and cash equivalents (Note 1)
Patient receivables, net of allowance for doubtful accounts of $889 (Note 2)
Other receivables
Notes receivable (Note 4)
Inventories (Note 1)
Prepaids and other current assets
Deferred tax assetnet (Notes 1 and 10)
Total current assets

$8,212
7,410
2,197
394
2,337
688
589
21,827

PROPERTY AND EQUIPMENTNet (Notes 1 and 5)

17,257

INVESTMENTS IN AFFILIATES (Notes 1 and 3)

14,892

GOODWILL (Notes 1 and 6)

68,906

OTHER INTANGIBLE ASSETSNet (Note 6)

6,439

OTHER ASSETS

1,622

TOTAL ASSETS

$130,943
(Continued)
-2-
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SURGIS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
AS OF DECEMBER 31, 2005
(Dollars in thousands)
LIABILITIES AND STOCKHOLDERS EQUITY
CURRENT LIABILITIES:
Accounts payable
Accrued compensation and benefits
Other accrued expenses
Bank credit facility (Note 7)
Current maturities of long-term debt (Note 7)
Current maturities of capital lease obligations (Note 7)

$1,573
2,130
2,408
32,500
2,274
1,864

Total current liabilities

42,749

LONG-TERM LIABILITIES:
Deferred rent
Long-term debtless current maturities (Note 7)
Capital lease obligationsless current maturities (Note 7)

816
5,565
5,173

Total liabilities

54,303

DEFERRED TAX LIABILITYNet (Notes 1 and 10)

1,925

MINORITY INTERESTS

4,234

COMMITMENTS AND CONTINGENCIES (Note 13)
STOCKHOLDERS EQUITY:
Common stock, 2,000,000 shares of $.01 par value authorized; 749,068 shares issued and outstanding (Note 8)
Additional paid-in capital (Note 8)
Accumulated deficit
Total stockholders equity

7
74,245
(3,771 )
70,481

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY

$130,943

See notes to consolidated financial statements.

(Concluded)
-3-
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SURGIS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2005
(Dollars in thousands)
REVENUES:
Net patient service revenues (Note 1)
Management service revenues (Note 1)

$58,447
15,021

Other revenue from managed entities

73,468
12,564

Total revenues

86,032

OPERATING EXPENSES:
Employee compensation and benefits (Note 12)
Supplies and medications
Rent and lease expense
Provision for doubtful accounts (Note 2)
Depreciation and amortization (Notes 1, 5, and 6)
General and administrative expenses
Equity in earnings of unconsolidated affiliates (Note 1)
Gain on sale of long-lived assets and partnership units

29,467
14,211
3,220
561
5,826
11,282
(2,641 )
(154 )
61,772

Other expenses from managed entities

12,564

Total operating expenses

74,336

OPERATING INCOME

11,696

LAWSUIT SETTLEMENT INCOME (Note 13)

2,004

INTEREST EXPENSENet of interest income of $106 (Note 7)

(2,976 )

MINORITY INTERESTS IN INCOME OF CONSOLIDATED SUBSIDIARIES

(5,399 )

INCOME BEFORE INCOME TAXES

5,325

INCOME TAX EXPENSE (Note 10)

(1,804 )

NET INCOME

$3,521

See notes to consolidated financial statements.
-4-
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SURGIS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF STOCKHOLDERS EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2005
(Dollars in thousands)
Common Stock
Shares
Amount

Additional
Paid-In
Capital

Accumulated
Deficit

BALANCEDecember 31, 2004

735,618

$7

$ 72,585

$ (7,292

Issuance of common stock

13,450



1,345



1,345

Issuance of warrant (Notes 6, 7, and 8)





315



315

Net income







3,521

3,521

BALANCEDecember 31, 2005

749,068

$7

See notes to consolidated financial statements.
-5-
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$ 74,245

$ (3,771

Total

)

)

$65,300

$70,481

SURGIS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2005
(Dollars in thousands)
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization
Deferred income taxes
Provision for doubtful accounts
Distributions to minority interest owners
Equity in earnings of unconsolidated affiliates
Distributions from unconsolidated affiliates
Minority interests in income of consolidated subsidiaries
Gain on sale of long-lived assets and partnership units
Changes in operating assets and liabilitiesnet of effects of acquisitions:
Increase in receivables
Increase in other current assets
Increase in other assets
Decrease in current liabilities
Net cash provided by operating activities

$3,521
5,826
1,645
561
(5,467 )
(2,641 )
2,390
5,399
(154 )
(136
(312
(34
(820

)
)
)
)

9,778

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment
Increase in notes receivable
Proceeds from asset sales
Acquisition of interests in surgery centers

(5,757 )
(514 )
700
(2,140 )

Net cash used in investing activities

(7,711 )

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from debt issuances
Cost of debt issuance
Payments on long-term debt and capital leases
Proceeds from issuance of common stock

10,198
(388 )
(8,662 )
1,345

Net cash provided by financing activities

2,493

NET INCREASE IN CASH AND CASH EQUIVALENTS

4,560

CASH AND CASH EQUIVALENTS:
Beginning of year

3,652

End of year

$8,212
(Continued)
-6-

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

SURGIS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2005
(Dollars in thousands)
SUPPLEMENTAL CASH FLOW INFORMATION:
Cash paid for interest

$3,057

Cash paid for income taxes

$135

Assets acquirednet of cash
Liabilities assumed in acquisitions

$5,414
(3,274 )

Cash paid for acquisition of interest in surgery centers

$2,140

See notes to consolidated financial statements.

(Concluded)
-7-
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SURGIS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2005
(Dollars in thousands, except per share amounts)
1.

BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization and Description of BusinessSurgis, Inc. (the Company), a Delaware corporation, was formed on October 24, 2001.
The Company was capitalized primarily through a series of investments made by its controlling shareholders, New Mountain Partners,
L.P. and New Mountain Affiliated Investors, L.P. (collectively, New Mountain). New Mountain are affiliates of New Mountain
Capital LLC (NMC), a private equity financial sponsor based in New York, and own approximately 93% of the common stock of the
Company.
Through its wholly owned subsidiaries, the Company owns interests in limited partnerships and limited liability companies, which own
and operate twenty-three ambulatory surgery centers (centers). The Company, through its subsidiaries, owns between 10% and 79%
of each center. Of these centers, the Company consolidates the results of thirteen centers, as they were either majority-owned or
otherwise controlled subsidiaries. For the remaining ten centers, the Company owns a minority equity interest and accounts for those
centers using the equity method as the Company exercises a significant influence in those centers.
In addition, the Company provides the personnel, instruments, and supplies necessary to support the endoscopic services for a number of
hospitals through its wholly owned subsidiary, American Endoscopy Services, Inc. (AES).
Basis of AccountingThe accompanying consolidated financial statements have been prepared using the accrual basis of accounting.
The accrual basis of accounting recognizes revenues in the accounting period in which the revenues are earned regardless of when cash
is received and recognizes expenses in the accounting period in which expenses are incurred regardless of when cash is expended.
Principles of ConsolidationThe consolidated financial statements include the accounts of the Company and its wholly owned
subsidiaries, as well as its interests in limited partnerships and limited liability companies controlled by the Company through ownership
of a majority voting interest or other rights granted to the Company by contract as the sole general partner to manage and control the
ordinary course of the affiliates business. The limited partner or minority member responsibilities are to supervise the delivery of
medical services with their rights being restricted to those that protect their financial interests. Under certain of the partnership and
operating agreements governing these limited partnerships and limited liability companies, the Company could be removed as the sole
general partner or managing member for certain events such as material breach, gross negligence, or bankruptcy. These protective rights
do not preclude consolidation of the respective limited partnerships and limited liability companies. All significant intercompany
balances and transactions for consolidated affiliates are eliminated in consolidation.
-8-
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Cash and Cash EquivalentsThe Company considers all highly liquid short-term investments with a maturity of three months or less
when purchased to be cash equivalents. Included in cash and cash equivalents is $4,684 as of December 31, 2005, held by consolidated
affiliates which are not wholly owned by the Company. The use of such cash and cash equivalents is restricted to the activities of these
entities.
InventoriesInventories consist of medical supplies and medications used in surgical procedures and are stated at the lower of cost or
market value on a first-in, first-out basis.
Property and EquipmentProperty and equipment are stated at cost or, if obtained in connection with a business acquisition, fair value
at the date of acquisition. Depreciation is recognized using the straight-line method over the estimated useful lives of leasehold
improvements (10 years), buildings and improvements (10 to 40 years), and furniture and equipment (3 to 8 years). Routine maintenance
and repairs are charged to expenses as incurred, while expenditures that increase capacities or extend useful lives are capitalized.
RevenuePatient service revenues are recorded at the time health care services are provided at estimated amounts due from patients and
third-party payors. A fee is charged for use of our surgery centers where surgical procedures are performed. The fee varies depending on
the procedure, but usually includes all charges for use of an operating room, a recovery room, special equipment, supplies, nursing staff,
and medications. The fee does not include professional fees charged by the patients surgeon, anesthesiologist or other attending
physician, which are billed independently by such physicians to the patient or third-party payor. The Medicare program and most other
payors pay surgery centers in accordance with a fee schedule that is prospectively determined. Accordingly, there is no retroactive cost
report settlement process. Revenues from surgery centers are recognized on the date of service, net of estimated contractual adjustments
and discounts from third-party payors, including Medicare and Medicaid. Changes in estimated contractual adjustments and discounts
are recorded in the period of change when, in general, payments are received for services provided and any disputes relating to payments
have been resolved.
The Company has entered into agreements with each of its centers to provide management services. As compensation for these services,
the Company charges management fees which are a fixed percentage of either cash collections or net revenue and may be subject to a
fixed minimum or maximum amount. These percentages range from 3% to 7%. Amounts recognized under these agreements, after
elimination of amounts from consolidated affiliates, totaled $2,627 for the year ended December 31, 2005, and are included in
management service revenue in the accompanying consolidated statements of operations.
The following table sets forth by type of payor the percentage of our patient service revenues generated in 2005 for surgery centers in
which the Company owned an interest as of December 31, 2005:
Payor
Private insurance, including managed care plans
Medicare and Medicaid
Workers compensation insurance
Self-pay

68.3
20.5
9.8
1.4

Total

100.0 %
-9-
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Impairment of Investments in AffiliatesThe Company reviews its investments in affiliates for impairment whenever events or changes
in circumstances indicate that the carrying amount of an asset may not be recoverable. When facts and circumstances indicate that the
carrying values of investments in affiliates may be impaired, an evaluation of recoverability is performed by comparing the carrying
value of the assets to projected future discounted cash flows in addition to other quantitative and qualitative analyses. If such review
indicates an assets carrying value may not be recoverable, an impairment loss is recognized for the excess of the carrying value over the
fair value of an asset to be held and used or over the fair value, net of estimated costs of disposal, of an asset which is expected to be
disposed.
GoodwillThe Company follows the guidance in Statement of Financial Accounting Standard (SFAS) No. 142, Goodwill and Other
Intangible Assets, and tests goodwill for impairment using a fair value approach. The Company is required to test for impairment at least
annually, absent some triggering event that would accelerate an impairment assessment. On an ongoing basis, absent any impairment
indicators, goodwill impairment testing is performed as of September 30th of each year. Fair value is determined using widely accepted
valuation techniques, including discounted cash flow and market multiple analyses. These types of analyses require the use of
assumptions and estimates regarding future cash flows, industry economic factors, and the profitability of future business strategies.
The purchase price of acquisitions are allocated to the assets acquired and liabilities assumed based upon their respective fair values and
subject to change during the twelve month period subsequent to the acquisition date. Fair value estimates are derived from established
market values of comparable assets or internal calculations of estimated future net cash flows. The Companys estimate of future cash
flows is based on assumptions and projections believed to be currently reasonable and supportable. The Companys assumptions take
into account revenue and expense growth rates, patient volumes, changes in payor mix, and changes in legislation and other payor
payment patterns.
The annual testing for goodwill impairment was performed as of September 30, 2005, and the Company determined that no goodwill
impairment existed. If actual future results are not consistent with our assumptions and estimates, the Company may be required to
record goodwill impairment charges in the future.
Equity in Earnings of AffiliatesEquity in earnings of affiliates consists of the Companys share of the net profits or losses generated
from its equity method investments. Since the unconsolidated affiliates are entities that do not generally pay income taxes on their
earnings, such income is reported before taxes.
Income TaxesThe Company accounts for deferred income taxes in accordance with SFAS No. 109, Accounting For Income Taxes.
SFAS No. 109 requires a company to recognize deferred tax assets and liabilities for the expected future income tax consequences of
events that have been recognized in the Companys financial statements. Under this method, deferred tax assets and liabilities are
determined based on temporary differences between the financial carrying amounts and the tax bases of assets and liabilities using
enacted tax rates in effect in the years in which the temporary differences are expected to reverse.
- 10 -
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Stock-Based CompensationThe Company accounts for its stock option plan in accordance with the provisions of Accounting
Principles Board Opinion No. 25, Accounting for Stock Issued to Employees, and related interpretations. Compensation expense is
recorded on the date of grant only if the current fair value of the underlying stock exceeds the exercise price. No stock-based employee
compensation cost is reflected in the net income for the year ended December 31, 2005. Disclosure in accordance with SFAS No. 123,
Accounting for Stock-Based Compensation, to reflect the pro forma earnings per share as if the fair value of all stock-based awards on
the date of grant are recognized over the vesting period is presented below.
The fair value of options issued during 2005 was estimated at the date of grant using an option pricing model with the following
weighted average assumptions: risk-free interest rate of 3.79%; no dividend yield; and expected life of the options of 7 years. The
weighted average fair value of the options granted was $34.39 per share during 2005. The estimated fair value of these options was
calculated using the minimum value method and may not be indicative of the future impact since this model does not take into
consideration volatility. Had the Company used the minimum value method to determine compensation expense for the options granted,
net income would have been reduced to the following pro forma amounts during the years ended December 31, 2005:
Net incomeas reported
Less total stock-based employee compensation expense determined under fair value based method for all awardsnet of
related tax effects

$3,539

Pro forma net income

$2,585

(954

)

Fair Value of Financial InstrumentsCarrying amounts of certain of the Companys financial instruments, including cash and cash
equivalents, receivables, accrued liabilities, and debt do not differ materially from their fair value because of their short-term maturities
and/or nature or amounts of the instruments.
EstimatesThe preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the
reporting period. Actual amounts associated with these assets and liabilities could differ from those estimates.
Recently Issued Accounting StandardsIn December 2004, the Financial Accounting Standards Board (the FASB) issued SFAS
No. 123R, Share-Based Payments (SFAS No. 123R), a revision of SFAS No. 123, Accounting for Stock-Based Compensation (SFAS
No. 123), which requires companies to measure all employee stock-based compensation awards using a fair value method and record
such expense in their consolidated financial statements. The provisions of SFAS No. 123R are effective for the first annual reporting
period that begins after December 15, 2005. We have adopted this standard effective January 1, 2006, under the prospective transition
method. Under the prospective transition method, awards that are granted, modified, repurchased, or cancelled after the date of adoption
should be measured and accounted for in accordance with SFAS No. 123R. Stock-based awards that are granted prior to the effective
date should continue to be accounted for in accordance with SFAS No. 123. The impact of the adoption of SFAS No. 123R will depend
on, among other things, levels of share-based payments granted as well as assumptions regarding a number of complex
- 11 -
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variables. These variables include, but are not limited to, volatility and employee stock option exercise behaviors and the related tax
impact.
In December 2004, the FASB issued SFAS No. 153, Exchanges of Nonmonetary Asset an amendment of APB Opinion No. 29 (SFAS
153). SFAS 153 eliminates the exception to account for nonmonetary exchanges of similar productive assets at carrying value and
replaces it with a general exception for exchanges of nonmonetary assets that do not have commercial substance; otherwise, the
exchange principal of fair value applies. A nonmonetary exchange has commercial substance if the future cash flows of the entity are
expected to change significantly as a result of the exchange. SFAS 153 is effective for nonmonetary asset exchanges occurring in fiscal
periods beginning after June 15, 2005. We have adopted this standard effective January 1, 2006, and do not expect our adoption to have
a material impact on our results of operations or financial condition.
In June 2005, the FASB issued SFAS No. 154, Accounting Changes and Error Correctionsa Replacement of APB Opinion No. 20 and
FASB Statement No. 3 (SFAS 154). This statement requires that a voluntary change in accounting principle be applied retroactively
with all prior period financial statements presented on the basis of the new accounting principle, unless it is impracticable to do so.
SFAS 154 also requires that a change in method of depreciating or amortizing a long-lived nonfinancial asset be accounted for
prospectively as a change in estimate, and correction of errors in previously issued financial statements should be termed a
restatement. The new standard is effective for accounting changes and a correction of errors made in fiscal years beginning after
December 15, 2005. We have adopted this standard effective January 1, 2006, and do not expect our adoption to have a material impact
on our results of operations or financial condition.
2.

ACCOUNTS RECEIVABLE
Patient ReceivablesPatient receivables consist of receivables, net of estimated contractual adjustments, from Federal and state agencies
(such as the Medicare and Medicaid programs), managed care health plans, commercial and workers compensation insurance
companies, employers, and patients. The Company recognizes that revenues and receivables from government agencies are significant to
its operations, but it does not believe that there are credit risks associated with these government agencies. Concentration of credit risk
with respect to other payors is limited because of the large number of such payors. Accounts receivable are recorded net of allowances
for doubtful accounts to reflect accounts receivable at net realizable value.
Allowance for Doubtful AccountsThe provision for doubtful accounts is recorded net of recoveries. Changes in the allowance for
doubtful accounts and the amounts charged to expense for the year ended December 31, 2005 were as follows:
Allowance
at
Beginning
of Year

Allowances
for
Receivables
Acquired

$1,329
3.

$60

Provision
for
Doubtful
Accounts

$561

Write-offs

$(1,061 )

Allowance
at End of
Year

$889

ACQUISITIONS AND EQUITY INVESTMENTS
On December 1, 2005, the Company purchased an 88% ownership interest in Pearland Ambulatory Surgery Center, LP (Pearland)
based in Pearland, Texas, for $880. This center is scheduled to open in the first quarter of 2007. On December 1, 2005, the Company
purchased a 30% ownership interest in
- 12 -
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Manitowoc Surgery Center, LLC (Manitowoc) based in Manitowoc, Wisconsin, for $95. This center is under construction and
scheduled to open in the fourth quarter of 2006.
On August 11, 2005, the Company purchased a 40% ownership interest in ASC Holdings, LLP (ASC Holdings) based in Houston,
Texas, for $15 and a commitment to contribute up to an additional $548 of capital to that entity. ASC Holdings is a joint venture
between the Company and an affiliate of St. Lukes Episcopal Health System formed to develop a center in Houston, Texas. This center
is scheduled to open in the second quarter of 2006.
On February 5, 2005, the Company purchased a 75% ownership interest in Willowbrook Ambulatory Surgery Center, LP
(Willowbrook) based in Houston, Texas, for $750. This center is scheduled to open in the fourth quarter of 2006. On February 2,
2005, the Company purchased a 70% ownership interest in Templeton Surgery Center, LLC (Templeton) based in Templeton,
California, for $350 and a demand promissory note for $350. This center is under construction and scheduled to open in the third quarter
of 2006.
Surgery Center of Scottsdale, LLCOn September 1, 2005, the Surgery Center of Scottsdale, LLC (Scottsdale) purchased 2.8% of its
membership interest from an existing member. This resulted in the Companys ownership of Scottsdale increasing from 49.5% to
50.9%, which required the operating results and other financial statements of Scottsdale to be consolidated with those of the Company
from that date. Until September 2005, the operating results of Scottsdale were accounted for under the equity method of accounting.
The following table summarizes the estimated fair values of the assets acquired and liabilities assumed at the date of acquisition for 2005
acquisitions accounted for under the purchase method of accounting. Their operations have been consolidated from the dates of
acquisition.
Current assets
Property and equipmentnet
Investment in affiliates
Intangible assets
Goodwill
Total assets acquired
Current liabilities
Other liabilities
Long-term debt and capital lease obligations
Total liabilities assumed
Net assets acquired

Scottsdale

Templeton

Willowbrook

Pearland

$1,584
1,061
(5,972 )
700
4,990

$ 500





$ 1,000





$1,000





2,363

500

1,000

1,000

1,053
651
1,050


150



250



120


2,754

150

250

120

$ 350

$ 750

$880

$(391

)

During 2005, the Company paid $2,757, in additional consideration for prior year acquisitions. Such payments are reflected as goodwill
and investments in affiliates in the accompanying consolidated balance sheets.
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Equity InvestmentsThe Company invests in a significant number of entities in which the Company has significant influence but does
not have control. The Company uses the equity method to account for these investments. These investments are in partnerships or
limited liability companies which require any associated taxable income or losses to be recorded by its partners or members income
tax returns. Summarized financial information for the Companys owned and operated equity method investments on a combined basis
was as follows as of December 31, 2005 (amounts reflect 100% of the investees results on an aggregated basis and are unaudited):
Unconsolidated facilities at year-end

10

Income statement information:
Revenuesnet
Operating income
Net income before taxes

$36,400
11,710
5,684

Balance sheet information:
Current assets
Noncurrent assets
Current liabilities
4.

7,004
29,828
6,226

NOTES RECEIVABLE
On November 22, 2005, the Company received a promissory note from The Doctors Surgery Center of Kingman, LLC (Kingman) in
the amount of $180 for the balance of the consideration paid for the Companys membership interest in Kingman. The note was fully
paid in the first quarter of 2006.
On September 30, 2005, the Company loaned $175 to the Surgery Center of Canfield (Canfield) for various operating expenses. The
note bears interest at 7%. Interest accrued through January 1, 2006, at which time the scheduled 60 monthly principal and interest
payments commenced.

5.

PROPERTY AND EQUIPMENT, NET
Property and equipment, including $450 of non-cash purchases in 2005, consist of the following at December 31, 2005:

Land
Leasehold improvements
Buildings and improvements
Furniture and equipment

$512
3,447
3,578
24,340
31,877

Less accumulated depreciation

(14,620)

Property and equipmentnet

$17,257

Equipment under capital leases is included in property and equipment with the corresponding obligations reflected as indebtedness. The
amount capitalized as property and equipment is the present value at the beginning of the lease term of the aggregate future minimum
lease payments.
- 14 -
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6.

GOODWILL AND OTHER INTANGIBLE ASSETS, NET
For the year ended December 31, 2005, the changes in the carrying amount of goodwill are as follows:

Balancebeginning of year
Goodwill acquired during the year
Consolidation of Scottsdale (Note 3)
Finalization of purchase price allocations

$64,069
220
4,990
(373 )

Balanceend of year

$68,906

Other Intangible AssetsOther intangible assets consist of management contracts, a credit support agreement, acquired customer
contracts, and tradenames at December 31, 2005:
Gross
Carrying
Amount

Accumulated
Amortization

Definite useful lives:
Management contracts
Credit support agreement (Notes 7 and 8)
Customer contracts

$3,300
286
2,135

$ (490

(859

)
)

$2,810
286
1,276

Total

$5,721

$ (1,349

)

4,372

Indefinite useful lives:
Tradenames
Management contracts

Total

1,467
600

Total other intangible assets

$6,439

Amortization expense related to intangible assets with definite useful lives was $1,130 for the year ended December 31, 2005. The
amortization period for intangible assets with definite useful lives is 20 years for management contracts, 18 months for the credit support
agreement, and 10 years for customer contracts. The estimated amortization expense related to intangible assets with definite useful lives
is $565 in 2006 and $485 in 2007, and $382 for each of the years in the three-year period ending December 31, 2010.
7.

BANK CREDIT FACILITY AND OTHER INDEBTEDNESS
Bank Credit FacilityEffective July 25, 2002, the Company entered into a revolving credit agreement with a bank providing a
borrowing commitment of $50,000 (committed amount) with an original due date of July 2003. This agreement has been subject to a
succession of amendments and was last amended in December of 2005 to extend the maturity date for borrowings under this agreement
to December 31, 2006. The revolving credit agreement bears interest at a per annum rate equal to the Interbank Offered Rate plus one
hundred and seventy-five basis points (1.75%) or the higher of (i) the Federal Funds Rate plus seventy-five basis points (0.75%) or
(ii) the prime rate (7.25% at December 31, 2005). Any borrowings under this agreement are guaranteed by New Mountain, the
controlling shareholders of the Company. In exchange for New Mountains extension of its credit support and amending its advisory
agreement (Note 11), the Company in December 2005 amended the warrant
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issued to New Mountain (Note 8.). At December 31, 2005, the Company had $32,500 outstanding under this revolving credit agreement.
The Company pays an undrawn commitment fee to the bank equal to seventy-five basis points (0.75%), per annum on the average daily
unused amount of the committed facility for each day during the applicable period. For the year ended December 31, 2005, the Company
paid commitment fees of $119.
Effective May 26, 2004, the Company agreed to amend its bank credit facility to allow issuance of up to $5,000 of stand-by letters of
credit (LC). The Company will pay a commitment fee equal to seventy-five basis points (0.75%) on any issued LCs. Any LCs
issued and outstanding represent a reduction of available amounts under the Companys $50,000 bank credit facility. As of
December 31, 2005, there was $2,300 issued under two LCs.
Long-Term DebtAt December 31, 2005, the Company had the following other long-term debt outstanding:
Notes payable to banks
Less current portion

$7,839
(2,274 )

Long-term debtless current portion

$5,565

Nine of the Companys subsidiaries each have long-term notes payable with a bank. The notes bear interest at floating interest rates
ranging from 4.5% to 8.9% at December 31, 2005, and are due in various installments through 2010. Certain notes at three of the
Companys subsidiaries are collateralized by the assets of these subsidiaries.
Scheduled maturities of the bank credit facility and long-term debt at December 31, 2005, are as follows:
2006
2007
2008
2009
2010
Thereafter

$34,774
1,559
1,156
1,024
408
1,419
$40,340

LeasesThe Companys subsidiaries have entered into various building and equipment operating leases and equipment capital leases,
expiring at various dates through 2016. Most of the real estate leases provide options to extend the lease period for up to ten additional
years and include provisions relating to rent increases.
- 16 -
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Future minimum lease payments at December 31, 2005, are as follows:
Years Ending
December 31

Capital
Leases

2006
2007
2008
2009
2010
Thereafter

$2,574
2,029
1,444
822
803
3,076

Total minimum lease payments

10,748

Less amount representing interest

(3,711 )

Capital lease obligations

$2,951
2,663
2,652
2,477
2,339
8,306
$21,388

7,037

Less current maturities

(1,864 )

Long-term capital lease obligations
8.

Operating
Leases

$5,173

STOCKHOLDERS EQUITY
A warrant issued in June 2002 provided New Mountain the option to acquire 300,000 shares for $30,000. In the second quarter of 2004,
the Company obtained an extension of credit support from New Mountain in exchange for canceling the 2002 warrant and issuing new
warrants to purchase up to 355,000 shares of common stock for a total of $35,500. The original expiration date of these warrants was
December 31, 2005. In the fourth quarter of 2005, the Company extended the expiration dates of the warrants to July 1, 2007 (Note 7).
The value of the extension of the credit support agreement of $286 was recorded as additional paid-in capital.

9.

STOCK OPTION PLANS
In October 2002, the Company issued stock options, none of which have been exercised, to members of the Companys Board of
Directors to acquire a total of 1,500 shares of the Companys common stock. The exercise price of these options is $100 per share; they
are fully vested; and they expire October 2012.
In connection with the acquisition of Surginet Inc. (a wholly owned subsidiary, Surginet), the Company issued stock options, none of
which have been exercised, to acquire a total of 1,927 shares of the Companys common stock. The exercise price of these options is
$100 per share; they are fully vested; and they expire July 2011.
In November 2002, the Company adopted the Surgis, Inc. 2002 Executive Stock Option Plan (the 2002 Plan). A total of 162,770
shares of common stock were reserved for issuance under the 2002 Plan. The exercise price of these options is $100 per share. Options
issued under the 2002 Plan expire November 2012 and are classified as initial capital contribution options (ICCO) and additional
capital contribution options (ACCO). The ICCOs relate to 104,958 shares and are fully vested. The ACCOs relate to 45,412 shares
which are exercisable in November 2010 unless prior to that date New Mountain
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or their affiliates make additional capital contributions to the Company, at which time some or all of the ACCOs become exercisable
based on a formula provided in the ACCO options agreements.
In April 2003, the Company adopted the Surgis, Inc. 2003 Employee Stock Option Plan (the 2003 Plan). A total of 250,000 shares of
common stock were reserved for issuance under the 2003 Plan. These options generally vest over a four-year period and expire ten years
from the date of grant.
Stock option activity for the year ended December 31, 2005, is summarized as follows:
Other
Options

2002
Plan

2003
Plan

Total
Number of
Shares

BalanceDecember 31, 2004
Canceled at $100 per share
Exercised at $100 per share
Granted at $150 per share
Canceled at $150 per share

3,427





151,370
(1,000 )




66,400
(10,450)
(13,450)
25,000
(10,500)

221,197
(11,450 )
(13,450 )
25,000
(10,500 )

BalanceDecember 31, 2005

3,427

150,370

57,000

210,797

The following table summarizes information concerning currently outstanding and exercisable options at December 31, 2005
Options Outstanding
Weighted Average
Exercise
Price

Outstanding

$103

Weighted Average
Remaining
Contractual Life

210,797

7.1

Options Exercisable
Exercise
Exercisable
Price

131,173

$100

The effect on net income and earnings per share if the Company applied the fair value recognition provisions of SFAS No. 123 to stockbased employee compensation is disclosed in Note 1.
10.

INCOME TAXES
Income tax expense for the year ended December 31, 2005, consists of the following:

Current:
Federal
State

$77
83
160

Deferred:
Federal
State

1,356
288
1,644

Total income tax expense

$1,804
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The following table reconciles the differences between the statutory federal income tax rate and the effective tax rate for the year ended
December 31, 2005:
Amount

Expense for income taxes at statutory federal rate
State income taxesnet of federal income taxes
AMT tax liability Other
Subtotal
Valuation allowance

34.0
4.6
0.3

2,073

38.9

(269

Expense for income taxes and effective tax rate

%

$1,811
245
17

)

$1,804

%

(5.0

)

33.9

%

Deferred income taxes are based on the estimated future tax effects of differences between the financial statement and tax bases of assets
and liabilities under the provisions of the enacted tax laws. Deferred income taxes at December 31, 2005, consists of:
Assets

Net operating losses
Capital loss
Property and equipmentnet
Intangibles
Accrued expenses
Investments in affiliates
AMT credit
Other
Subtotal
Valuation allowance

$

94
4,382

183

62

4,057

4,721

(672

Total deferred income taxes

Liabilities

$3,091
236


653

77


$3,385

)


$4,721

The Company has provided a valuation allowance on its gross deferred tax asset primarily related to net operating losses and capital
losses to the extent that management does not believe that it is more likely than not that all of such assets will be realized. At December
31, 2005, the Company has federal and state net operating loss carryforwards of approximately $7,902 and $6,284, respectively, which
expire between 2011 to 2025.
11.

RELATED PARTIES
On November 4, 2002, the Company entered into an advisory agreement with NMC to receive advice and assistance with the
Companys acquisition and investment opportunities. Pursuant to this agreement, the Company pays NMC an annual advisory fee of
$500. The Company will also pay NMC a transaction fee of 2% of the transaction value for any significant transaction involving at least
$25,000
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of consideration completed by the Company where NMC provides advisory services requested by the Company. On November 16,
2005, the advisory agreement was amended to provide that NMC would not receive an advisory fee in connection with the Companys
bank credit facility or any replacement of that facility. The Company paid an advisory fee of $500 in 2005. No transaction fees had been
paid through December 31, 2005.
12.

EMPLOYEE BENEFIT PROGRAMS
Effective January 1, 2003, the Company adopted the Surgis 401(k) Plan and Trust (the Plan). The Plan is a defined contribution plan
covering substantially all employees of the Company and provides for voluntary contributions by these employees, subject to certain
limits. Employer contributions vest 25% each year of service until fully vested. The Companys cost of matching employee
contributions totaled $523 in 2005.

13.

COMMITMENTS AND CONTINGENCIES
The Company and its subsidiaries are insured with respect to medical malpractice risks on a claims-made basis through a policy which is
in force through March 22, 2006. The Company also maintains insurance for general liability, director and officer liability, employment
practices, fiduciary, workers compensation, crime, and property. All of these policies are subject to deductibles. In addition to the
insurance coverage provided, the Company indemnifies certain officers and directors for actions taken on behalf of the Company and its
subsidiaries. Management is not aware of any uninsured claims against the Company or its affiliates which would have a material impact
on the Companys financial position or results of operations.
On November 3, 2004, the Company asserted an indemnification claim (the Claim) against the former owners of Surginet for breach
of representations made in the Agreement and Plan of Merger among the Company, the owners of Surginet, and Surginet. The amount of
the claim was $643,000. On December 1, 2005, the Company entered into settlement agreements with six former owners of Surginet. In
exchange for the release to the Company of 1,136 shares of the Companys common stock from an indemnity escrow account, these
former owners of Surginet were released from the Claim. The shares have not been released to the Company, and the Claim has not been
resolved with respect to the other former owners of Surginet.
As part of the acquisition of SCOA II, additional consideration was contingently due depending on the future performance of six
acquired centers. In 2002, a payment was determined to be due for one center and was recorded in 2002; also in 2002, the Company
determined that no payment was due on one center; in 2003, a payment was determined to be due for two centers and was recorded in
2003; in 2004, a payment was determined to be due for one center and was recorded in 2004; and in 2005, the Company determined that
no contingent payment was due on the final center. The aggregate amount of contingent consideration due totaled $2,580.
The Company was a defendant in a lawsuit brought by the principal owner and other former owners of SCOA II (the SCOA II
Sellers). The SCOA II Sellers alleged that the Company breached the Membership Interest Purchase Agreement pursuant to which the
Company acquired SCOA II (the Acquisition Agreement). In addition, the principal owner claimed that the Company wrongfully
terminated his employment. The Company asserted counterclaims against the principal owner for his breach of his employment
agreement with the Company and conversion and against the SCOA II Sellers for their breach of the Acquisition Agreement. On
March 22, 2005, the parties reached a settlement whereby the Company agreed to pay the SCOA II Sellers $1,675 to resolve all claims,
including the
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contingent consideration. The SCOA II Sellers agreed that all funds held in an escrow account of approximately $533 would be paid to
the Company. After expenses, the Company recognized $476 of lawsuit settlement income in 2005 from this settlement.
In early June 2003, a subsidiary of the Company, Beaumont Surgical Affiliates, (BSA), began making repairs to the facility occupied
by BSA. This facility, which is leased from Baptist Health Care System (Baptist), had problems with the cooling system and water
infiltration. The repairs, when completed, were to be examined and approved by the Texas Department of Health (TDH). Subsequent
to commencing repairs, BSA discovered that temporary cessation of surgical procedures and closure of the facility were necessary to
comply with TDH standards and to expedite repair of the facility. The Company, through BSA, filed a claim against Baptist alleging that
Baptist breached its obligations set forth in the lease and sought to recover losses and costs incurred as a result of closure of the facility.
On July 8, 2005, BSA and Baptist reached a settlement whereby Baptist paid BSA $2,000 in 2005 and agreed to reduce rent owed by
BSA to Baptist by $10 per month from September 1, 2005 through February 1, 2007. After expenses, the Company recognized $1,528 of
lawsuit settlement income in 2005 from this settlement.
The Companys wholly owned subsidiaries have guarantees in place with certain debt instruments, capital, and operating leases on their
minority-owned centers. These guarantees represent potential liabilities of the Companys wholly owned subsidiaries. The guarantees
are linked to the Companys ownership percentage in each minority-owned center, and, at December 31, 2005, are approximately
$4,333, which will expire on various dates through 2011.
14.

SUBSEQUENT EVENTS
On January 17, 2006, the Company entered into an Agreement and Plan of Merger (the Merger Agreement) with United Surgical
Partners International, Inc. (USPI). Subject to the terms and conditions of the Merger Agreement, the Company will become a wholly
owned subsidiary of USPI. Pursuant to the Merger Agreement, USPI will acquire all of the outstanding equity interests in the Company
and the holders of the Companys common stock, options, and warrants will be entitled to receive their pro rata share of the purchase
price. The purchase price to be paid by USPI places an enterprise value of $200 million on Company, subject to adjustments set forth in
the Merger Agreement.
******
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Exhibit 99.2
UNITED SURGICAL PARTNERS INTERNATIONAL, INC.
Unaudited Pro Forma Condensed Consolidated Financial Statements
On April 19, 2006, United Surgical Partners International, Inc. (USPI or the Company) acquired 100% of the equity interests in Surgis, Inc.
(Surgis) for approximately $198.2 million in cash at the closing date. This payment included the payoff of approximately $32.6 million of
Surgis debt. Surgis, a privately-held company based in Nashville, Tennessee, develops and operates ambulatory surgery centers in
partnership with physicians. As a result of the acquisition, USPI began operating 24 additional surgery centers in 11 states.
The unaudited pro forma statement of income and unaudited pro forma balance sheet give effect to (i) the acquisition, (ii) USPIs financing of
the acquisition, and (iii) the payoff of Surgis credit facility at closing. The unaudited pro forma statement of income has been prepared as if
these transactions occurred on January 1, 2005. The unaudited pro forma balance sheet has been prepared as if these transactions occurred on
December 31, 2005. The pro forma adjustments are described in the accompanying notes.
Unaudited pro forma financial information is presented for illustrative purposes only and is not necessarily indicative of the financial position
or results of operations that would have actually been reported had the acquisition occurred at the dates presented, nor is it necessarily
indicative of future financial position or results of operations. The unaudited pro forma financial statements presented herein are based upon
the respective historical consolidated financial statements of United Surgical Partners International, Inc. and Surgis, Inc. and the notes thereto.
These unaudited pro forma financial statements do not include, nor do they assume, any benefits from cost savings or synergies of operations
of the combined companies. Additionally, the unaudited pro forma financial statements do not include restructuring charges expected to be
incurred in connection with the acquisition, final tabulations of transaction costs, or final allocation of purchase price. In previous acquisitions,
the Companys purchase price allocation has generally resulted in the addition of goodwill and of indefinite-lived intangible assets arising
from the acquisition of rights to manage the operations of the facilities, and additionally the recording of fair-market value adjustments to
tangible assets and liabilities, most often to property and equipment. The Company is obtaining appraisals and conducting the other analyses
required to complete the purchase price allocation. For purposes of the unaudited pro forma financial statements, the Company has not
adjusted the value of tangible assets and has allocated the excess of the purchase price over the carrying value of the acquired assets to
goodwill.
The unaudited pro forma financial statements should be read in conjunction with the historical consolidated financial statements and related
notes of United Surgical Partners International, Inc., which were filed in the Companys Annual Report on Form 10-K for the year ended
December 31, 2005, and Surgis, Inc., which are included as an exhibit to this filing.
1
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United Surgical Partners International, Inc.
Unaudited Pro Forma Condensed Consolidated Balance Sheet
December 31, 2005
(In thousands)
Historical
USPI

Surgis

Pro Forma
Adjustments

Pro Forma
As Adjusted

Assets:
Cash and cash equivalents

$130,440

$8,212

Patient receivables, net of allowance for doubtful accounts
Other receivables
Inventories of supplies
Deferred tax asset, net
Prepaids and other current assets
Total current assets

44,501
10,253
7,819
11,654
8,443
213,110

7,410
2,197
2,337
589
1,082
21,827

Property and equipment, net
Investments in affiliates

259,016
100,500

17,257
14,892

Goodwill and intangible assets, net

422,556

75,345

33,659
$1,028,841

1,622
$130,943

$19,095
19,572
34,997
15,922
32,578
122,164

$1,573
2,130

36,638
2,408
42,749

Long-term debt, less current portion
Other long-term liabilities
Deferred tax liability, net
Total liabilities

270,564
4,474
36,591
433,793

10,738
816
1,925
56,228

Minority interests

63,998

4,234

Other assets
Total assets

$ (112,832)(1)
(1,092 )(2)

24,728

(113,924)

51,911
12,450
10,156
12,243
9,525
121,013
276,273
115,392

1,092
(286
97,525
(388
$ (15,981

(2)
)(3)
(4)
)(3)
)

596,232
34,893
$ 1,143,803

Liabilities and common stockholders equity
Accounts payable
Accrued salaries and benefits
Due to affiliates
Current portion of long-term debt
Other accrued expenses
Total current liabilities

Common stock
Additional paid-in capital
Treasury stock
Deferred compensation
Accumulated other comprehensive income, net of tax
Retained earnings
Total stockholders equity
Total liabilities and stockholders equity

443
375,656
(831
)
(14,128 )
3,896
166,014
531,050
$1,028,841

$

(32,500 )(3)
(32,500 )
87,000

(5)

54,500

(7
)(6)
(74,245 )(6)

(3,771 )
70,481
$130,943

3,771
(6)
(70,481 )
$ (15,981 )

See accompanying notes to the Unaudited Pro Forma Condensed Consolidated Balance Sheet
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368,302
5,290
38,516
544,521
68,232

7
74,245

2

$ 20,668
21,702
34,997
20,060
34,986
132,413

443
375,656
(831
)
(14,128 )
3,896
166,014
531,050
$ 1,143,803
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United Surgical Partners International, Inc.
Unaudited Pro Forma Condensed Consolidated Statement of Income
For the Year Ended December 31, 2005
(In thousands, except per share amounts)
Historical

Pro Forma
Adjustments

Pro Forma
As Adjusted

$

$ 496,314
50,925
12,564
970
$ 560,773

USPI

Surgis

$437,867
35,904

970
$474,741

$58,447
15,021
12,564

$86,032

Equity in earnings of unconsolidated affiliates

23,998

2,641

26,639

Operating expenses:
Salaries, benefits, and other employee costs
Medical services and supplies
Other operating expenses
General and administrative expenses
Provision for doubtful accounts
Depreciation and amortization
Other expenses from managed entities
Total operating expenses

121,733
84,695
86,245
30,275
9,518
31,406

363,872

29,467
14,211
3,066
11,282
561
5,826
12,564
76,977

151,200
98,906
89,311
41,557
10,079
36,469
12,564
440,086

Operating income

134,867

11,696

763

Interest expense, net

(23,253 )

(2,976 )

(3,291
(5,643
1,914

)(7)
)(8)
(9)

Other
Income before minority interests
Minority interests in income of consolidated subsidiaries
Income from continuing operations before income taxes
Income tax expense
Income from continuing operations

533
112,147
(38,835 )
73,312
(26,173 )
$47,139

2,004
10,724
(5,399 )
5,325
(1,804 )
$3,521

(6,257

)

Net income per share attributable to common stockholders:
Basic:
Earnings from continuing operations

$1.10

$ 1.09

Diluted:
Earnings from continuing operations

$1.05

$ 1.04

Net patient service revenue
Management and administrative services revenue
Other revenue from managed entities
Other income
Total revenues

Weighted average number of common shares
Basic
Diluted

42,994
44,977

See accompanying notes to the
Unaudited Pro Forma Condensed Consolidated Financial Statements
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$

(763

)(9)

(763

)

(6,257
2,368
$ (3,889

147,326

)
(10)
)

(33,249 )
2,537
116,614
(44,234 )
72,380
(25,609 )
$ 46,771

42,994
44,977

UNITED SURGICAL PARTNERS INTERNATIONAL, INC.
Notes to Unaudited Pro Forma Condensed Consolidated Financial Statements
(in thousands, except as noted)
1. PRO FORMA ADJUSTMENTS
Pro forma condensed consolidated balance sheet adjustments (1) through (6) below give effect to USPIs acquisition of Surgis as though
the transaction had occurred on December 31, 2005. Pro forma condensed consolidated statement of income adjustments (7) through
(10) below give effect to the acquisition as though it had occurred on January 1, 2005. Certain amounts in the Surgis statement of
operations have been reclassified to conform to the classifications used by USPI.
(1)

To show the use of $111.2 million of cash on hand to fund a portion of the purchase price and related payoff of the Surgis credit
facility, and the use of $1.6 million of Surgis cash for costs incurred by Surgis that are directly attributable to the acquisition but
are not expected to have a continuing impact on USPI.

(2)

To show the use of $1.1 million of cash on hand to pay the direct costs of initiating USPIs credit facility, which was undertaken in
order to fund the Surgis acquisition.

(3)

To give effect to the payoff of the Surgis credit facility, which had an outstanding balance of $32.5 million at December 31, 2005,
and the related write-off of unamortized debt issue costs of $0.4 million and the unamortized portion of a credit support agreement
of $0.3 million.

(4)

To record estimated acquired goodwill and other intangible assets. The preliminary purchase price allocation, including the payoff
of Surgis credit facility at closing, is as follows:

Use of USPI cash on hand
Cash borrowed by USPI
Total payments at closing
Surgis debt paid off at closing
Preliminary cash purchase price
Less: historical net assets of Surgis
Acquisition-related costs incurred by Surgis
Write-off of unamortized credit support agreement
Write-off of unamortized Surgis debt issue costs
Pro forma estimated goodwill and other intangibles

$111,232
87,000
198,232
(32,500 )
165,732
(70,481 )
1,600
286
388
$97,525

(5)

To give effect to USPI borrowing $87.0 million under USPIs credit facility to help fund the acquisition.

(6)

To eliminate the historical common stock, paid-in capital and accumulated deficit of Surgis.

(7)

To reduce USPIs historical interest income as though USPI had $111.2 million less cash on hand beginning January 1, 2005,
using the average interest rates prevailing in 2005 in the money market accounts in which USPI generally invested its excess cash
balance.

(8)

To increase USPIs historical interest expense as though USPI had borrowed $87.0 million under its credit facility using rates that
would have been in effect during 2005. As USPI had to obtain its credit facility in order to complete the acquisition, this pro forma
interest expense adjustment also includes fees for the unused portion of the facility and the amortization of debt issue costs based
on the five-year term of the credit agreement.
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UNITED SURGICAL PARTNERS INTERNATIONAL, INC.
Notes to Unaudited Pro Forma Condensed Consolidated Financial Statements
(in thousands, except as noted)
(9)

To reduce Surgis historical interest and amortization expense as though USPI had paid off the Surgis facility on January 1, 2005,
including the interest on borrowings that were outstanding under the agreement during 2005 as well as fees for the unused portion
of the facility, amortization of debt issue costs, and amortization of an intangible asset related to a credit support agreement.

(10)

To give effect to the estimated net tax benefit related to pro forma entries (7) through (9) at the historical effective tax rate of
USPIs U.S. operations.

Surgis recorded approximately $2.0 million of nonoperating income related to the settlement of two lawsuits in 2005. This amount is
included in Surgis historical results and has not been removed for the pro forma presentation, but it is not considered likely to recur.
2. OTHER FACTORS AFFECTING COMPARABILITY
As noted in the introduction, the unaudited pro forma condensed consolidated financial statements presented herein are based upon the
respective historical consolidated financial statements of United Surgical Partners International, Inc. and Surgis, Inc. and the notes thereto.
These unaudited pro forma financial statements do not include, nor do they assume, any benefits from cost savings or synergies of
operations of the combined companies. In addition, USPI is exploring a potential modification of Surgis management service contracts,
which would result in an equal reduction of revenues and expenses. The change would not affect net income. These statements also reflect
items that might reasonably be expected not to recur, such as the lawsuit settlement income described above. Additionally, the unaudited
pro forma financial statements do not include restructuring charges expected to be incurred in connection with the acquisition, final
tabulations of transaction costs, final allocation of purchase price, or final assessments of any acquired contingencies.
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