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Below is a summary of the principal factors that make an investment in our common stock speculative or risky. This summary
does not address all of the risks that we face. A discussion of the risks we face can be found below under the heading" Risk
Factors" and should be carefully considered, together with other information in this Annual Report and our other filings with the
SEC, before making an investment decision regarding our common stock. Business and Operational Risks « We depend on
payments from third- party payors, including government health care programs and private insurance organizations. If these
payments are reduced or eliminated, our revenue and profitability could be materially and adversely affected.  If we are unable
to negotiate and enter into favorable contracts or maintain satisfactory relationships and renew existing contracts on favorable
terms with private insurance payors, our revenue and profitability may decrease. ¢ Significant changes in our payor mix or
surgical case mix resulting from fluctuations in the types of cases performed at our facilities could have a material adverse effect
on our business, prospects, results of operations and financial condition. * Our ability to provide medical services at our facilities
would be impaired and our revenue reduced if we are not able to maintain good relatronshrps Wrth afﬁhated physrclans who
utlllze our surgleal facrhtles * Physte h g g e

: y p bittty—-Our growth strategy depends in part on
our ab111ty to integrate operatrons of acqulred surgical facrhtles attraet new physrclan partners, and to acquire and develop
additional surgical facilities on favorable terms. If we are unable to achieve any of these goals, our future growth could be
limited and our operating results could be adversely affected. « Shortages of surgery- related products, equipment and medical
supplies and quality control issues with such products, equipment and medical supplies could disrupt our operations and
adversely affect our case volume, surgical case mix and profitability. « We face competition from other health care facilities and
providers. *« Competition for physicians and clinical personnel, including nurses, shortages of qualified personnel or other factors

could increase our labor costs and adversely affect our revenue, proﬁtabrhty and eash ﬂows —‘—I-f—aﬁy-e-ﬁeﬁeﬂsﬁﬂg—hea{-t-h-eafe

deterroratlon in the abrhty to collect on these accounts, due to changes in economic condrtrons or otherwise, could have a
material adverse effect on our business, prospects, results of operations and financial condition.  If we are unable to integrate
and operate our information systems effectively or implement new systems and processes, our operations could be disrupted. ¢
A pandemic, epidemic or outbreak of a contagious disease in the markets in which we operate or that otherwise impacts our
facilities could adversely impact our business. Financial and Accounting Risks ¢« We have a history of net losses and may not
achieve or sustain profitability in the future. « Our leverage could adversely affect our ability to raise additional capital to fund
our operations, limit our ability to react to changes in the economy or our industry, expose us to interest rate risk to the extent of
our variable rate debt and prevent us from meeting our obligations under our outstanding indebtedness. * To service our
indebtedness, we will require a significant amount of cash. Our ability to generate cash depends on many factors beyond our
control, and any failure to meet our debt service obligations may adversely affect our business, financial condition and results of
operations. * Despite our current indebtedness levels, we and our subsidiaries may still be able to incur more debt, which could
further exacerbate the risks associated with our leverage. * We make significant loans to, and are generally liable for debts and
other obligations of, the partnerships and limited liability companies that own and operate some of our surgical facilities. « We
may be limited in our ability to utilize, or may not be able to utilize, net operating loss carryforwards to reduce our future tax
liability. Cybersecurity and Data Risks ¢ Cybersecurity attacks or intrusions could adversely impact our businesses. * Our use
and disclosure of personally identifiable information, including health information, is subject to federal and state privacy and
security regulations, and our failure to comply with those regulations or to adequately secure the information we hold could
result in significant liability or reputational harm. Legal and Regulatory Risks ¢ If we fail to comply with or otherwise incur
liabilities under the numerous federal and state laws and regulations relating to the operation of our facilities, we could incur
significant penalties or other costs or be required to make significant changes to our operations. ¢ Our surgical facilities do not
satisfy the requirements for any of the safe harbors under the federal Anti- Kickback Statute. If a federal or state agency asserts a
different position or enacts new laws in this regard, we could be subject to criminal and civil penalties, loss of licenses and
exclusion from governmental programs, which may result in a substantial loss of revenue. ¢ If we fail to comply with physician
self- referral laws as they are currently interpreted or may be interpreted in the future, or if other legislative restrictions are
issued, we could incur substantial monetary penalties and a significant loss of revenue. ¢ Federal law restricts the ability of our
surgical hospitals to expand capacity. « Companies within the health care industry continue to be the subject of federal and state
audits and investigations, including actions for false and other improper claims. ¢ If we become subject to large malpractice or
other legal claims, we could be required to pay significant damages, which may not be covered by insurance. * Failure to comply
with Medicare’ s conditions for coverage and conditions of participation may result in loss of program payment or other
governmental sanctions. ¢ Our facilities could face decreased Medicare payments if they fail to report and meet various quality
metrics. * If antitrust enforcement authorities conclude that our market share in any particular market is too concentrated, that
our or our health system partners’ commercial payor contract negotiating practices are illegal, or that we otherwise violate
antitrust laws, we could be subject to enforcement actions that could have a material adverse effect on our business, prospects,
results of operations and financial condition. Governance Risks ¢ Our largest stockholder has significant influence over us,
including influence over decisions that require the approval of stockholders, which could limit our stockholders’ ability to



influence the outcome of key transactions, including a change of control. « Provisions in the certificate of designation governing
our preferred stock and in our charter documents and Delaware law may deter takeover efforts that could be beneficial to
stockholder value. « Our amended and restated certificate of incorporation designates courts in the State of Delaware as the sole
and exclusive forum for certain types of actions and proceedings that may be initiated by our stockholders, which could limit our
stockholders’ ability to obtain a favorable judicial forum for disputes with us or our directors, officers or employees. We are
subject to risks and uncertainties that could cause our actual financial condition, results of operations, business and prospects to
differ materially from those described in the forward- looking statements contained in this report or in our other filings with the
SEC. Some of these risks and uncertainties are discussed below. If any of the following risks, or other risks and uncertainties,
actually occurred, our business, financial condition and operating results could suffer. We depend upon private and
governmental third- party sources of payment for the services provided by physicians in our physician network and to patients in
our surgical facilities, including surgical hospitals. We derived approximately 42-41 % 742-%and-43-%-111r2023;2622-and-2624;
respeetively;-of our revenue from government payors, including Medicare and Medicaid programs in 2024 and 42 % in both
2023 and 2022 . The amounts that we receive from the Medicare and Medicaid programs for our services are subject to statutory
and regulatory changes, administrative rulings, interpretations and determinations concerning patient eligibility requirements,
funding levels and the method of calculating payments or reimbursements, among other things; refinements to the Medicare
Ambulatory Surgery Center payment system and refinements made by CMS to Medicare’ s reimbursement policies;
requirements for utilization review; and federal and state funding restrictions; any of which could materially adversely affect
payments we receive from these government programs, as well as affect the timing of payments to our facilities. During the past
several years, health care payors, such as federal and state governments, insurance companies and employers, have undertaken
initiatives to revise payment methodologies and monitor health care costs. As part of their efforts to contain health care costs,
payors increasingly are demanding discounted fee structures or the assumption by health care providers of all or a portion of the
financial risk relating to paying for care provided, often in exchange for exclusive or preferred participation in their benefit
plans. We expect efforts to impose greater discounts and more stringent cost controls by government and other payors to
continue, thereby reducing the payments we receive for our services. Similarly, private third- party payors may be successful in
negotiating reduced reimbursement schedules with our facilities. Controls imposed by Medicare,Medicaid and private insurance
payors designed to reduce surgical and other procedure volumes,in some instances referred to as" utilization review," could
adversely affect our facilities.Although we are unable to predict the effect these changes will have on our operations,significant
limits on the scope of services reimbursed and on reimbursement rates and fees may reduce our revenue and

profitability. Additionally,trends in physician treatment protocols and private insurance plan design,such as plans that shift
increased costs and accountability for care to patients,could reduce our surgical and other procedure volumes in favor of lower
intensity and lower cost treatment methodologies,each of which could,in turn,have a material adverse effect on our
business,prospects,results of operations and financial condition. Fixed fee schedules, capitation payment arrangements,
exclusion from participation in or inability to reach agreements with private insurance organizations, reduction or elimination of
payments or an increase in the payments at a rate that is less than the increase in our costs, or other factors affecting payments
for health care services over which we have no control could have a material adverse effect on our business, prospects, results of
operations and financial condition. Payments from private insurance payors, including state workers’ compensation programs
and managed care organizations, represented approximately 54 %, 53 % and 52 %and-5+5 of our patient service revenue in
2024, 2023 s-and 2022 a-nd—292—1— respectlvely Most of these payments came from prlvate msurance payors W1th Wthh our
fac1ht1es have contracts. Man v v diea

maintain satlsfactory relatlonshlps W1th prlvate insurance organizations, our revenue may decrease. Our competitive position has
been, and will continue to be, affected by initiatives undertaken during the past several years by major purchasers of health care
services, including insurance companles and employers to revise payment methods and monitor health care expenditures in an
effort to contam health care costs - y y Rentta

t-hese—ﬂafrew—pfe*ﬂder—neﬁvefks— Some of our payments from prlvate insurance payors come from payors W1th Wthh our
facilities or subsidiaries do not have a contract. If we provide services to a patient that does not use a private insurance payor

with which we have contracted, commonly known as" out- of- network" services, we generally charge the patient the same co-
payment or other patient responsibility amounts that we would have charged had our facilities had a contract with the payor. In
accordance with insurance laws and regulations, we submit a claim for the services to the payor along with full disclosure that
our surgical facility has charged the patient an in- network patient responsibility amount. Historically, it was typical for those
private insurance payors who do not have contracts with our surgical facilities to pay our claims at higher than comparable
contracted rates. However, in recent years we have observed an increase in private insurance payors adopting out- of- network
fee schedules that are more comparable to our contracted rates or to take other steps to discourage their enrollees from seeking
treatment at out- of- network surgical facilities. If the proportion of our services subject to out- of- network fee schedules
increases, we may experience a decrease in volume at our ASCs or other facilities due to fewer referrals of out- of- network
patients. Addltlonally, payments from workers’ compensation payors represented approximately 4 % ;4-%-and-5-%-of our
patient service revenue in 2024, 2023 -and 2022 and2624tespeetively- A majority of states have implemented workers’
compensation provider fee schedules. In some cases, the fee schedule rates contain lower rates than the rates our surgical
facilities have historically been paid for the same services. If states reduce the amounts paid to providers under the workers’
compensation fee schedules, it could have an adverse impact on our operating results. Our results may change from period to



period due to ﬂuctuatrons in payor mix or case mix or other factors relatrng to the type of cases performed at our facrhtles -

aﬂd—Mediea—td—eevef&ge— Srnce generally speakrng, we receive relatlvely hlgher payment rates from prlvate insurers than

Medicare, Medicaid and other government- funded programs, a significant shift in our payor mix toward a higher percentage of
Medicare and Medicaid cases, which could occur for reasons beyond our control, could have an adverse effect on our business,
prospects results of operations and financial condition. A €4 ; he ; ot

Gl—eases—'l:hefefefe—a—srgnlﬁcant sh1ft in our case mix toward a hlgher percentage of 1ower revenue cases, whrch could occur for
reasons beyond our control, could result in a material adverse effect on our business, prospects, results of operations and
financial condition. Our case volume and surgical case mix may be adversely affected by patients” unwillingness to pay for
procedures in our facilities. Higher numbers of unemployed individuals generally translates into more individuals without health
care insurance to help pay for procedures, thereby increasing the potential for persons to elect not to have procedures performed.
Even procedures normally thought to be non- elective may be delayed or may not be performed if the patient cannot afford the
procedure due to a lack of insurance or money to pay their portion of our facilities’ fee. It is difficult to predict the degree to
which our business will continue to be impacted by economic conditions in the future. As we operate in multiple markets, each
with a different competitive landscape, shifts within our payor mix or case mix may not be uniform across all of our affiliated
facilities. Rather, these shifts may be concentrated within certain markets due to local competitive factors . In addition, we are
unable to predict the results of an increasing trend towards value based payment on our reimbursement . Therefore, the
results of our individual affiliated facilities, including facilities that are material to our results, may be volatile, which could
result in a material adverse effect on our business, prospects, results of operations and financial condition. Our business depends,
among other things, upon the efforts and success of affiliated physicians who provide medical services at our surgical facilities
and the strength of our relationships with these physicians. We generally do not enter into contracts with physicians who use our
surgical facilities, other than partnership and operating agreements with physicians who own interests in our surgical facilities,
agreements for anesthesiology services and medical director agreements. Most physicians are not employees of our surgical
facilities and are not contractually required to use our facilities. Physicians who use our surgical facilities also use other facilities
or hospitals and may choose to perform procedures in an office- based setting that might otherwise be performed at our surgical
facilities. In recent years, pain management and gastrointestinal procedures have been performed increasingly in an office-
based setting because of potential cost savings or better access for patients and physicians. Although physicians who own
interests in our surgical facilities are subject to agreements restricting ownership of competing facilities, these agreements may
not restrict procedures performed in a physician office or in other unrelated facilities. Also, these agreements restricting
ownership of competing facilities are difficult to enforce, and we may be unsuccessful in preventing physicians who own
interests in our surgical facilities from acquiring interests in competing facilities. The financial success of our facilities is in part
dependent upon the volume of procedures performed by the physicians who use our facilities, which can be affected by the
economy, health care reform efforts, increases in patient co- payments and deductibles and other factors outside our or their
control. The physicians who use our surgical facilities may choose not to accept patients who pay for services through certain
third- party payors, which could reduce our revenue. From time to time, we may have disputes with physicians who use our
surgical facilities and / or own interests in our surgical facilities or our Company. Our revenue and profitability could be
significantly reduced if we lost our relationship with one or more key physicians or groups of physicians, or if such key
physician or group of physicians reduce their use of any of our surgical facilities. In addition, any damage to the reputation of a
key physician or group of physicians or the failure of these physicians to provide quality medical care or adhere to professional
guidelines at our surgical facilities could damage our reputation, subject us to liability and significantly reduce our revenue.
Controls imposed by Medicare, Medicaid and...... results of operations and financial condition. We believe that an important
component of our financial performance and growth is our ability to provide physicians who use our surgical facilities with the
opportunity to purchase ownership interests in our facilities. We may not be successful in attracting new physician investment in
our surgical facilities, and that failure could result in a reduction in the quality, efficiency and profitability of our facilities.
Based on competitive factors and market conditions, physicians may be able to negotiate relatively higher levels of equity
ownership in our facilities, consequently limiting or reducing our share of the profits from these facilities. In addition, physician
ownership in our facilities is subject to certain regulatory restrictions. In addition, our growth strategy includes the acquisition
and development of existing surgical facilities and the development of new surgrcal fa01ht1es Jorntly Wrth 1oca1 physicians and,
in some cases, health care systems and other strategrc partners ; : g q

are unable to successfully execute on this strategy in the future, our future growth could be limited. We may be unable to
identify suitable acqulsrtlon and developlnent opportunltres or to complete acqursrtrons and new prolects ina trmely manner and

on favorable terms. v
related-Hnvestment—Our acqulsrtlon and developlnent activities yrequire substantlal caprtal resources, and we may need to obtarn

additional capital or financing, from time to time, to fund these activities —Histerieally-we-have-funded-aequisttion-and
development-aetivities-through-our-ereditfaethittes-. As a result, we may take actions to fund future acquisitions and

development activities that could have a material adverse effect on our business, prospects, results of operations and financial
condition, including incurring substantial debt with certain restrictive terms. Further, sufficient capital or financing may not be
available to us on satisfactory terms, if at all. In addition, our ability to acquire and develop additional surgical facilities may be
limited by state certificate of need programs, licensure requirements, antitrust laws, and other regulatory restrictions on
expansion. We also face significant competition from local, regional and national health systems and other owners of surgical




facilities in pursuing attractive acquisition candidates. The surgical facilities we develop typically incur losses in their early
months of operation and, until their caseloads grow, they generally experience lower total revenue and operating margins than
established surgical facilities, and we expect this trend to continue. If we are not successful in integrating the operations and
personnel of newly acquired surgical facilities in a timely and efficient manner, then the potential benefits of the transaction
may not be realized and our operations and earnings could be materially adversely impacted. If we experience the loss of key
personnel or if the effort devoted to the integration of acquired facilities diverts significant management or other resources from
other operational activities, our operations could be impaired. Additionally, in some acquisitions, we may have to renegotiate, or
risk losing, one or more of the facility’ s private insurance contracts. We may also be unable to immediately collect the accounts
receivable of an acquired facility while we align the payors’ payment systems and accounts with our own systems. Finally,
certain transactions can require licensure changes which, in turn, result in disruptions in payment for services. In addition,
although we conduct extensive due diligence prior to the acquisition of surgical facilities and seek indemnification from
prospective sellers covering unknown or contingent liabilities, we may acquire facilities with unknown or contingent liabilities,
including liabilities for failure to comply with health care laws and regulations for which we do not have sufficient insurance or
indemnification rights. Our rapid growth has placed, and will continue to place, increased demands on our management,
operational and financial information systems and other resources. Furthermore, expansions into new geographic markets and
services may require us to comply with new and unfamiliar legal and regulatory requirements, which could impose substantial
obligations on us and our management, cause us to expend additional time and resources, and increase our exposure to penalties
or fines for non- compliance with such requirements. To accommodate our past and anticipated future growth, and to compete
effectively, we will need to continue to improve our management, operational and financial information systems and to expand,
train, manage and motivate our workforce. Our personnel, systems, procedures or controls may not be adequate to support our
operations in the future. Further, focusing our financial resources and management attention on the expansion of our operations
may negatively impact our financial results. Any failure to improve our management, operational and financial information
systems, or to expand, train, manage or motivate our workforce, could reduce or prevent our growth. Our operations depend
significantly upon our ability to obtain sufficient surgery- related products, drugs, equipment and medical supplies from
suppliers on a timely and cost- effective basis. If we are unable to obtain such necessary products, or if we fail to properly
manage existing inventory levels, the surgical facilities may be unable to perform certain surgeries, which could adversely affect
case volume or result in a negative shift in surgical case mix. In addition, as a result of shortages, we could suffer, among other
things, operational disruptions, disruptions in cash flows, increased costs and reductions in profitability. At times, supply
shortages have occurred in our industry, and such shortages may be expected to recur from time to time. Medical supplies and
services can also be subject to supplier product quality control incidents and recalls. In addition to contributing to materials
shortages, product quality can affect patient care and safety. Material quality control incidents have occurred in the past and may
occur again in the future, for reasons beyond our control, and such incidents can negatively impact case volume, product costs
and our reputation. In addition, we may have to incur costs to resolve quality control incidents related to medical supplies and
services regardless of whether they were caused by us. Our inability to obtain the necessary amount and quality of surgery-
related products, equipment and medical supplies due to a quality control incident or recall could have a material adverse effect
on our business, prospects, results of operations and financial condition. The health care business is highly competitive and each
of the individual geographic areas in which we operate has a different competitive landscape. In each of our markets we compete
with other health care providers for patients and in contracting with private insurance payors. In addition, because the number of
physicians available to utilize and invest in our facilities is finite, we face intense competition from other surgery centers,
hospitals, health systems and other health care providers in recruiting physicians to utilize and invest in our facilities. We are in
competition with other surgery centers, hospitals and health care systems in the communities we serve to attract patients and
provide them with the care they need. There are also unaffiliated hospitals in each market in which we operate. These hospitals
have established relationships with physicians and payors. In addition, other companies either currently are in the same or
similar business of developing, acquiring and operating surgical facilities or may decide to enter our business. Many of these
companies have greater resources than we do, including financial, marketing, staff and capital resources. We also may compete
with some of these companies for entry into strategic relationships with health care systems and health care professionals. In
addition, many physician groups develop surgical facilities without a corporate partner. In recent years, more physicians are
choosing to perform procedures, including pain management and gastrointestinal procedures, in an office- based setting rather
than in a surgical facility. If we are unable to compete effectively with any of these entities or groups, we may be unable to
implement our business strategies successfully and our financial position and results of operations could be adversely affected.
Our operations are dependent on the efforts, abilities and experience of our physicians and clinical personnel. We compete with
other health care providers, primarily hospitals and other surgical facilities, in attracting physicians to utilize our surgical
facilities, nurses and medical staff to support our surgical facilities, recruiting and retaining qualified management and support
personnel responsible for the daily operations of each of our facilities and in contracting with private insurance payors in each of
our markets. In some markets, the lack of availability of clinical personnel, such as nurses, has become a significant operating
issue facing all health care providers. This shortage may require us to continue to enhance wages and benefits to recruit and
retain quahﬁed personnel or to contract for more expensrve temporary personnel For-the-year-ended-Deeember31+;2023;-0ur

y verree—We also depend on the available labor pool of
semi- skrlled and unskilled Workers in each of the markets in Wthh we operate. If our labor costs increase, we may not be able
to raise rates to offset these increased costs. Because a significant percentage of our revenue consists of fixed, prospective
payments, our ability to pass along increased labor costs is limited. In particular, if labor costs rise at an annual rate greater than
our net annual consumer price index basket update from Medicare, our results of operations and cash flows will likely be
adversely affected. Any union activity at our facilities that may occur in the future could contribute to increased labor costs.




Certain proposed changes in federal labor laws and the National Labor Relations Board’ s modification of its election

procedure% could i increase the hkehhood of employee unlomzatlon attempt@ A-}ﬂ&ettgh—maﬁe—e-ﬁettr—eﬂap-}eyees-&fe-eﬂﬁeﬂ&y

surgical fac1ht1e§ are sensitive to regulatory, economic and other COI]dlthIN in the states where they are located Our revenue is
particularly sensitive to regulatory, economic and other conditions in the states— state of Fexas-and-Idaho. As of December 31,
%92—3—2024 we owned and opelated three consohdated iur01cal ho%pltal% and seveﬂ—eeﬁse-l-td&ted—kSGs—m—’Fex&s—"Phe—Te*ﬂs

sﬂfg-teﬂ-l—hespﬁa-}s—aﬁd-tour consohdated ASC% in Idaho repre%entlng app10x1mately 2—8—29 % of our revenue durlng hical year
20623-2024 . These surgical facilities also provide ancillary services, including physician practices, radiation oncology and
anesthesia services. If there were an adverse regulatory, economic or other development in any of the states in which we have a
higher concentration of facilities, including Idaho, our case volumes could decline in such states or there could be other
unanticipated adverse impacts on our business in those states, which Could have a materlal adverse effect on our bu%lnei%
pro%pect@ results of Opelathl’B and hnanmal condltlon —Fh A ; ; are-fa a

Certain of our paltnershlp and operating agreements contain provmonq giving rights to our partners and other membem that may
be adverse to our interests. Certain of the agreements governing the limited partnerships (" LPs"), general partnerships (" GPs")
and limited liability companies (" LLCs") through which we own and operate our facilities contain provisions that give our
partners or other members rights that may, in certain circumstances, be adverse to our interests. These rights include, but are not
limited to, rights to purchase our interest in the partnership or LLC, rights to require us to purchase the interests of our partners
or other members, or rights requiring the consent of our partners and other members prior to our transferring our ownership
interest in a facility or prior to a change in control of us or certain of our subsidiaries. With respect to these purchase rights, the
agreements generally include a specified formula or methodology to determine the applicable purchase price, which may or may
not reflect fair market value. Additionally, many of our partnership and operating agreements contain restrictions on actions that
we can take, even though we may be the general partner or the managing member. Examples of these restrictions include the
rights of our partners and other members to approve the sale of substantially all of the assets of the partnership or LLC, to
dissolve the partnership or LLC, to appoint a new or additional general partner or managing member and to amend the
partnership or operating agreements. Many of our agreements also restrict our ability in certain instances to compete with our
existing facilities or with our partners. Where we hold only a limited partner or a non- managing member interest, the general
partner or managing member may take certain actions without our consent, although we typically have certain protective rights
to approve major decisions such as the sale of substantially all of the assets of the entity, dissolution of the partnership or LLC
and the amendment of the partnership or operating agreement. These management and governance rights held by our partners
and other members limit and restrict our ability to make unilateral decisions about the management and operation of the
facilities without the approval of our partners and other members. We may have a special legal responsibility to the holders of
ownership interests in the entities through which we own our facilities, which may conflict with, and prevent us from acting
solely in, our own best interests or the interests of our stockholders. We generally hold our ownership interests in facilities
through LPs, GPs, LLCs or limited liability partnerships (" LLPs") in which we maintain an ownership interest along with



physicians and, in some cases, both physicians and health systems. As general partner and manager of most of these entities, we
may have a fiduciary duty, to manage these entities in the best interests of the other owners. We also have a duty to operate our
business for the benefit of our stockholders. As a result, we may encounter conflicts between our responsibility to the other
owners and our responsibility to our stockholders. For example, we have entered into some management agreements to provide
management services to our surgical facilities in exchange for a fee. Disputes may arise as to the nature of the services to be
provided or the amount of the fee to be paid. In these cases, we may be obligated to exercise reasonable, good faith judgment to
resolve the disputes and may not be free to act solely in our own best interests or the stockholders best interest. Disputes may
also arise between us and our physician investors with respect to a particular business decision or regarding the interpretation of
the provisions of the applicable partnership or limited liability company agreement. We seek to avoid these disputes but have
not implemented any measures to resolve these conflicts if they arise. If we are unable to resolve a dispute on terms favorable or
satisfactory to us, it could have a material adverse effect on our business, prospects, results of operations and financial condition.
The current practice of providing medical services in advance of payment or, in many cases, prior to assessment of ability to pay
for such services, may have significant negative impact on our revenue and cash flow. We bill numerous and varied payors, such
as self- pay patients, private insurance payors and Medicare and Medicaid. These different payors typically have different billing
requirements that must be satisfied prior to receiving payment for services rendered. Reimbursement is typically conditioned on
our documenting medical necessity and correctly applying diagnosis codes. Incorrect or incomplete documentation and billing
information could result in non- payment for services rendered. The primary collection risks with respect to our patient
receivables relate to patient accounts for which the primary third- party payor has paid the amounts covered by the applicable
agreement, but patient responsibility amounts (deductibles and co- payments) remain outstanding. Additional factors that could
complicate our billing include: * disputes between payors as to which party is responsible for payment; ¢ failure of information
systems and processes to submit and collect claims in a timely manner; ¢ variation in coverage for similar services among
various payors; * the difficulty of adherence to specific compliance requirements, diagnosis coding and other procedures
mandated by various payors; and ¢ failure to obtain proper physician credentialing and documentation in order to bill various
payors. Due to the difficulty in assessing future trends, including the effects of changes in economic conditions, an increase in
the amount of patient receivables or a deterioration in the collectability of these receivables could have a material adverse effect
on our business, prospects, results of operations and financial condition. Our operations depend significantly on effective
information systems, which require continual maintenance, upgrading and enhancement to meet our operational needs. Any
system failure or integration delay that causes an interruption in service or availability of our systems could adversely affect
operations or delay the collection of revenue. Moreover, we use the development and implementation of sophisticated and
specialized technology to improve our profitability, and our acquired surgical centers and hospitals will require frequent
transitions and integration of various information systems. If we are unable to properly integrate other information systems or
expand our current information systems it may have an adverse effect on our ability to obtain new business, retain existing
business and maintain or increase our proﬁt margins and we could suffer, among other things, operational disruptions,
dlsruptlons in cash flows and i increases in admmlstratlve expenses If a pandemlc epldemlc or outbreak of an infectious disease 5

bres e by § or other public health crisis
were to affect the areas in Wthh we operate our busmess 1nclud1ng our revenue, proﬁtablllty and cash flows, could be
adversely affected. If any of our facilities were involved, or perceived to be involved, in treating patients with a highly
contagious disease, or there was an outbreak of a highly contagious disease in areas in which our surgical centers are located, our
patients might cancel or defer elective procedures or otherwise avoid medical treatment. This could result in reduced patient
volumes and operating revenues, potentially over an extended period. Further, a pandemic, epidemic or outbreak of an infectious
disease might adversely impact our business by causing temporary shutdowns of our facilities or diversion of patients or by
causing staffing shortages in our facilities. We may be unable to locate replacement supplies, and ongoing delays could require
us to reduce procedure volume or cause temporary shutdowns of our facilities. Although we have disaster plans in place and
operate pursuant to infectious disease protocols, the extent to which a €OV B-—5-eranetherpublic health crisis will impact our
business is difficult to predict and will depend on many factors beyond our control, including the speed of contagion, the
development and implementation of effective preventative measures and possible treatments, the scope of governmental and
other restrictions on travel and other activity, and public reactions to these factors. We had net losses attributable to Surgery
Partners, Inc. of $ 168. 1 million, $ 11. 9 millionsand $ 54. 6 million and-$70-—9-mithen-, in 2024, 2023 sand 2022 and202+,
respectively. We cannot assure you that our revenue will grow or that we will achieve or maintain profitability in the future.
Growth of our revenue may slow or revenue may decline and expenses may increase for a number of possible reasons, including
reduced demand for our services, regulatory shifts and other risks and uncertainties. Our ability to achieve profitability will be
affected by the other risks and uncertainties described in this section and in" Management’ s Discussion and Analysis of
Financial Condition and Results of Operations," included elsewhere in this Annual Report. All of these factors could contribute
to future net losses and, if we are unable to meet these risks and challenges as we encounter them, our business may suffer. If we
are not able to achieve, sustain or increase profitability, our business will be adversely affected and our stock price may decline.
As of December 31, 2023-2024 , we and our subsidiaries had approximately $ 2-3 . 84 billion aggregate principal amount of
indebtedness outstanding, which includes approximately $ 1. 4 billion principal amount of senior secured term loans (the" Term
Loan") outstanding ;-and $ 485800 . 0 million senior unsecured notes duc 2825- 2032 (the" 2625-- 2032 Unsecured Notes')
and-. As of December 31, 2024, we had $ 326-192 . 0 mllhonseﬂmfuﬁseeufed—nete&dtw%éq—éﬂ&e—ze%nseet&ed—}#etesl)—
As-of Peeember34;2023-we-hadne-outstanding borrowings under our $ 703. 8 million senior secured revolving credit facility
(the" Revolver" yand, together with the Term Loan, the" New Secured Credit Facilities" and, together with the 2625-- 2032
PnseetredNotes-and-the 2027-Unsecured Notes, the" Senior Indebtedness"). After giving effect to the $9-10 . 5-3 million
principal amount of outstanding letters of credit issued under our Revolver, we had $ 694-501 . 3-5 million of unused




commitments available to be borrowed under the Revolver. In addition to the Senior Indebtedness, our aggregate principal
amount of indebtedness outstanding includes approximately $ 898-1 . 8-0 mithien-billion of notes payable and finance lease
obligations primarily related to property and equipment for operations. Our level of indebtedness increases the risk that we may
be unable to generate cash sufficient to pay amounts due in respect of our indebtedness. In addition, subject to applicable
restrictions under our Senior Indebtedness, we may incur significant additional indebtedness, which may be secured, from time
to time, which could have important consequences, including: * making it more difficult for us to satisfy our obligations with
respect to our indebtedness; « making us more vulnerable to adverse changes in general economic, industry and competitive
conditions and adverse changes in government regulation; * requiring us to dedicate a substantial portion of our cash flow to
making payments on our indebtedness, thereby reducing the availability of our cash flow to fund working capital, capital
expenditures and other general corporate purposes; ¢ limiting our flexibility in reacting to competitive and other changes in our
industry and economic conditions generally; and ¢ limiting our ability to raise additional capital for working capital, capital
expenditures, acquisitions, debt service requirements, execution of our business strategy or other general corporate purposes.
Our ability to pay or to refinance our indebtedness and to fund working capital needs and planned capital expenditures will
depend upon our future operating performance and our ability to generate cash, which, to a certain extent, is subject to general
economic, financial, competitive, legislative, regulatory, business and other factors that are beyond our control. If our business
does not generate sufficient cash flow or if future borrowings are not available to us in an amount sufficient to enable us to pay
our indebtedness or to fund our other liquidity needs, we may need to refinance all or a portion of our indebtedness on or before
the maturity thereof, sell assets, reduce or delay capital investments or seek to raise additional capital, any of which could have a
material adverse effect on our operations. In addition, we may not be able to affect any of these actions, if necessary, on
commercially- reasonable terms or at all. Our history of net losses may impair our ability to service our indebtedness or repay
outstanding amounts when they become due. In addition, our ability to restructure or refinance our indebtedness will depend on
the condition of the capital markets and our financial condition at such time. Any refinancing of our debt could be at higher
interest rates and may require us to comply with more onerous covenants, and also might include incurring additional fees in
connection with refinancing, which could further restrict our business operations. The terms of existing or future debt
instruments may limit or prevent us from taking any of these actions. In addition, any failure to make scheduled payments of
interest and principal on our outstanding indebtedness would likely result in a reduction of our credit rating, which could harm
our ability to incur additional indebtedness on commercially- reasonable terms or at all. Our inability to generate sufficient cash
flow to satisfy our debt service obligations, or to refinance or restructure our obligations on commercially reasonable terms or at
all, may adversely affect our business, financial condition and results of operations. Restrictive covenants in our debt
instruments may adversely affect us. The Senior Indebtedness imposes significant operating and financial restrictions and limit
the ability of us and our restricted subsidiaries to, among other things: * incur additional indebtedness and guarantee
indebtedness; * pay dividends or make other distributions in respect of, or repurchase or redeem, capital stock; ¢ prepay, redeem
or repurchase certain debt; « make loans and investments; © sell or otherwise dispose of assets; ¢ sell stock of our subsidiaries; ©
incur liens; ¢ enter into transactions with affiliates; ¢ enter into agreements restricting certain of our subsidiaries’ ability to pay
dividends; and ¢ consolidate, merge or sell all or substantially all of our assets. As a result of these and other covenants and
restrictions, we may be limited in how we conduct our business. In addition, we may be required to maintain a specified
financial maintenance ratio in connection with the Senior Indebtedness if the Revolver is utilized in excess of a specified
threshold. The terms of any future indebtedness we may incur could include more restrictive covenants. We cannot assure you
that we will be able to maintain compliance with these covenants in the future and, if we fail to do so, that we will be able to
obtain waivers from the lenders and / or amend the covenants. Our failure to comply with the restrictive covenants described
above as well as others contained in our future debt instruments from time to time could result in an event of default, which, if
not cured or waived, could result in our being required to repay these borrowings before their maturity. If we are forced to
refinance these borrowings on less favorable terms, our results of operations and financial condition could be adversely affected.
We cannot assure you that our business will generate sufficient cash flow from operations, that currently anticipated revenue
growth and operating improvements will be realized or that future borrowings will be available to us under the Term Loan and
Revolver in amounts sufficient to enable us to pay our indebtedness, or to fund our other liquidity needs. If we are unable to
meet our debt service obligations or fund our other liquidity needs, we could attempt to restructure or refinance our indebtedness
or seek additional equity capital. We cannot assure you that we will be able to accomplish those actions on satisfactory terms, if
at all. We and our subsidiaries may be able to incur additional indebtedness in the future, including secured indebtedness.
Although the credit agreement governing the New Credit Facilities and the indentures governing eaeh-efthe 2625-- 2032
Unsecured Notes and-2027-UnseeuredNotes;respeetively,—contain restrictions on the incurrence of additional indebtedness,
these restrictions are subject to a number of significant qualifications and exceptions, and the indebtedness incurred in
compliance with these restrictions could be substantial. In addition, as of December 31, 2023-2024 , we had approximately $ 694
501 . 3-5 million available for additional borrowings under the Revolver (after giving effect to the $ 9-10 . 5-3 million aggregate
principal amount of outstanding letters of credit issued under our Revolver at such time). If new debt is added to our or our
subsidiaries’ current debt levels, the related risks that we face would be increased. We are a holding company with no
operations of our own. We are a holding company, and our ability to service our debt is dependent upon the earnings from the
business conducted by our subsidiaries that operate the surgical facilities. The effect of this structure is that we depend on the
earnings of our subsidiaries, and the distribution or payment to us of a portion of these earnings to meet our obligations,
including those under the Term Loans and Revolver and any of our other debt obligations. The distributions of those earnings,
advances or other distributions of funds by these entities to us, all of which are contingent upon our subsidiaries’ earnings, are
subject to various business considerations. In addition, distributions by our subsidiaries could be subject to statutory restrictions,
including state laws requiring that such subsidiaries be solvent, or contractual restrictions. Some of our subsidiaries may become



subject to agreements that restrict the sale of assets and significantly restrict or prohibit the payment of dividends or the making
of distributions, loans or other payments to stockholders, partners or members. We own and operate our surgical facilities
through limited partnerships and limited liability companies. Local physwlans physician groups and health care systems also

own an interest many of these partnershlps and limited hablhty companles -I-ﬂ—t-he—paffﬁefsh-rps—tﬁ—wh-teh—we—af&t-he—geﬂefa-}

paﬁﬂefshrp—mfefes’fs—F or some of our surglcal facﬂltles 1ndebtedness at the partnershlp level is funded through 1ntercompany
loans that we provide. At December 31, 26232024 , our intercompany loans totaled $ 2435 . 4-7 million. Through these loans
we may have a security interest in the partnership’ s or limited liability company’ s assets, depending upon the terms thereof in
each instance. However, our financial condition and results of operations would be materially adversely affected if our surgical
facilities are unable to repay these intercompany loans, or such loans are challenged under certain health care laws.
Additionally, at December 31, 2023-2024 , our global intercompany note, which we use to transfer debt balances between our
subsidiaries, had a zero balance. Although most of our intercompany loans are secured by the assets of the partnership or limited
liability company, the physicians and physician groups that own an interest in these partnerships and limited liability companies
generally do not guarantee a pro rata amount of this debt or the other obligations of these partnerships and limited liability
companies. From time to time, we may guarantee our pro- rata share of the third- party debts and other obligations of our non-
wholly owned non- consolidated partnerships and limited liability companies in which we own an interest in an amount
proportionate to our pro rata share of the equity interests issued by such entity. In such instances, the physicians and / or
physician groups typically also guarantee their pro- rata share of such indebtedness. Our variable rate indebtedness subjects us
to interest rate risk, which could cause our indebtedness service obligations to increase significantly. Borrowings under the New
Credit Facilities are at variable rates of interest and expose us to interest rate risk. If interest rates increase, our debt service
obligations on variable rate indebtedness would increase even though the amount borrowed remained the same, and our net
income and cash flows, including cash available for servicing our indebtedness, would correspondingly decrease. We
periodically enter into interest rate swap agreements and interest rate cap agreements to manage our exposure to these
fluctuations. Our interest rate swap agreements and interest rate cap agreements involve the exchange of fixed and variable rate
interest payments between two parties, based on common notional principal amounts and maturity dates. The notional amounts
of the swap and cap agreements represent balances used to calculate the exchange of cash flows and are not our assets or
liabilities. Any refinancing of our debt could be at higher interest rates and may requlre us to Comply w1th more onerous
covenants, which Could further restrict our business operatlons ; ;

antumr-or-(y)-the-Base Rate-phis2-25-% per-annum—As ofDecernber 31,2623-2024 , we had U. S. federal net operatlng loss ("
NOL") carryforwards of approximately $ 533-529 . 6-0 million and state N OL Carryforwards of approximately $ 588-630 . 7
million, which may be limited annually due to certain change in ownership provisions of Section 382 of the Internal Revenue

Code of 1986 (" Sectlon 382”) as amended (the” Code") The Company {-n—addrt-teﬂ—as—has a—resa-}t—ei‘”—ﬂae—Symbieﬂ—aeqtnsmeﬂ—

these hmltatlons when combined with amounts allowable due to net unrecognized bu1lt in gains, are not expected to nnpact the
realization of the deferred tax assets associated with these NOLs. The Company has $ 438-434 . 9-3 million of federal NOL
carryforwards that will begin to expire in 2030 and will completely expire in 2037. The remaining federal NOL carryforwards,
which were generated after 2017, do not expire. Our state NOL carryforwards will expire between 2824-2025 and 2842-2043 .
Future ownership changes may subject our NOL carryforwards to further annual limitations, which could restrict our ability to
use them to offset our taxable income in periods following the ownership changes. We, independently and through third- party
vendors, collect and store on our networks and devices sensitive information, including intellectual property, proprietary
business information and personally identifiable information of our patients and employees. Information security risks have
generally increased in recent years because of threats from malicious persons and groups, new vulnerabilities, the proliferation
of new technologies and the increased sophistication and activities of perpetrators of cyber- attacks. A failure in or breach of our
operational or information security systems as a result of cyber- attacks or information security breaches could disrupt our
business, result in the loss, disclosure or misuse of confidential or proprietary information, damage our reputation, increase our
costs or lead to fines and financial losses. As a result, cybersecurity and the continued development and enhancement of the
controls and processes designed to protect our systems, computers, software, data and networks from attack, damage or
unauthorized access remain a priority for us. We and our third- party vendors have been and likely will continue to be subject to
cybersecurity attacks. Although there has been no material impact on our business or operations from these attempted attacks,
there can be no assurance that we or our third- party vendors will not be subject to cybersecurity incidents that bypass our
security measures, impact the integrity, availability or privacy of personal health information or other data subject to privacy
laws or disrupt our information systems, devices or business, including our ability to provide various health care services. For
example, in May 2023, we experienced an immaterial cybersecurity incident that temporarily disrupted certain facilities in our



Idaho market. The market for cybersecurity insurance is relatively new and coverage available for cybersecurity events may
evolve as the industry matures. While we maintain insurance relating to cybersecurity events, such insurance is subject to a
number of exclusions and may be insufficient to offset any losses, costs or damage we experience. As cyber threats continue to
evolve, we will be required to expend additional resources to continue to enhance our information security measures or to
investigate and remediate any information security vulnerabilities. HIPAA as well as numerous other federal and state laws and
regulations, govern the collection, dissemination, use, privacy, security, confidentiality, integrity and availability of personally
identifiable information (" PII"), including protected health information (" PHI") by covered entities such as us. Ongoing
implementation of administrative, physical and technical safeguards, maintenance of policies and procedures governing use and
drqelo%ure of PHI, and oversrght of compliance with HIPAA requlrements mvolvei qlgnrﬁcant tlrne effort and expense. A

A ; W ; a-cyber- attack or
other intrusion that bypas%es our information security systems cau%rng an information security breach, loss of protected health
information or other data subject to privacy laws or a material disruption of our operational systems could result in a material
adverse 1rnpact on our bu%lne%i along Wrth potentrally qub%tantral ﬁneq and penaltre% Please see Item 1 I—I—I-Pﬁ%a-lso—requ—rres
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in Wthh we operate may impose supplemental laws that are more proteetlve of the privacy and %ecurrty of PII than HIPAA.
Where these state laws are more protective than HIPAA, we have to comply with their stricter provisions. Only some of these
state laws impose fines and penalties upon violators, but some may afford private rights of action to individuals who believe
their PII has been misused. California’ s patient privacy laws, for example, provide for penalties of up to $ 250, 000 and permit
injured parties to sue for damages. Both state and federal laws are subject to modification or enhancement of privacy protection
at any time . For example, HHS issued a Notice of Proposed Rulemaking on January 6, 2025, which proposes changes to
the HIPAA security regulations aimed at enhancing cybersecurity protections in the healthcare sector . Our facilities will
continue to remain subject to any federal or state privacy- related laws that are more restrictive than the privacy regulations
issued under HIPAA. These statutes vary and could impose additional requirements on us and more severe penalties for
disclosures of confidential health information. New health information standards could have a significant effect on the manner in
which we do business, and the cost of complying with new standards could be significant. We may not remain in compliance
with the diverse privacy requirements in all of the jurisdictions in which we do business. If we fail to comply with HIPAA or
similar state laws, we could incur substantial civil monetary or criminal penalties. The health care industry is heavily regulated
and we are subject to many laws and regulations at the federal, state and local government levels in the markets in which we
operate. These laws and regulations require that our facilities meet various licensing yaeereditatier, certification and other
requirements, including, but not limited to, those relating to: « ownership and control of our facilities; * operating policies and
procedures; ¢ qualification, training and supervision of medical and support persons; ¢ pricing of, billing for and coding of
services and properly handling overpayments, debt collection practices and the submission of false statements or claims; ¢ the
necessity, appropriateness and adequacy of medical care, equipment, personnel, operating policies and procedures; maintenance
and preservation of medical records; ¢ financial arrangements between referral sources and our facilities; ¢ the protection of
privacy, including patient and credit card information; ¢ screening, stabilization and transfer of individuals who have emergency
medical conditions and provmon of emergeney %ervrceq * antitrust; ¢ burldrng codes; * Workplace health and safety; * licensure
sand certification and-a i —+-handling of medication; °
confidentiality, data breach, 1dent1ty theft and maintenance and proteetlon of health- related and other personal information and
medical records; and ¢ environmental protection, health and safety. If we fail to comply with applicable laws and regulations, we
could subject ourselves to administrative, civil or criminal penalties, cease and desist orders, forfeiture of amounts owed and
recoupment of amounts paid to us by governmental or commercial payors, loss of licenses necessary to operate and
disqualification from Medicare, Medicaid and other government- sponsored health care programs. Many of these laws and
regulations have not been fully interpreted by regulatory authorities or the courts, and their provisions are sometimes open to a
variety of interpretations. Different interpretations or enforcement of existing or new laws and regulations could subject our
current practices to allegations of impropriety or illegality, or require us to make changes in our operations, facilities, equipment,




personnel, services, capital expenditure programs or operating expenses to comply with the evolving rules. Any enforcement
action against us, even if we successfully defend against it, could cause us to incur significant legal expenses and divert our
management’ s attention from the operation of our business. A number of initiatives have been proposed during the past several
years to reform various aspects of the health care system in the U. S. In the future, different interpretations or enforcement of
existing or new laws and regulations could subject our current practices to allegations of impropriety or illegality, or could
require us to make changes in our facilities, equipment, personnel, services, capital expenditure programs and operating
expenses. In addition, some of the governmental and regulatory bodies that regulate us are considering or may in the future
consider enhanced or new regulatory requirements. These authorities may also seek to exercise their supervisory or enforcement
authority in new or more robust ways. All of these possibilities, if they occurred, could detrimentally affect the way we conduct
our business and manage our capital, either of which, in turn, could have a material adverse effect on our business, prospects,
results of operations and financial condition. We cannot predict the effect that health care reform and other changes in
government programs may have on our business, financial condition or results of operations. The Affordable Care Act has
changed and continues to change how health care services are covered, delivered and reimbursed through, among other things,
expanded coverage of uninsured individuals, reduced growth in Medicare program spending and the establishment and
expansion of programs tying reimbursement to quality and clinical integration. The Affordable Care Act also reforms certain
aspects of health insurance, quality of care and fraud and abuse enforcement. The Affordable Care Act continues to be the
subject of legal and legislative challenges. Depending on how the Affordable Care Act continues to be interpreted, implemented
or changed, 1t could have a materral adverse effect on our buime%s prospects, re%ultq of operatlon% and financial condition. If

regulatron% Change we may be obhgated to purchase some or all of the owner%hrp of our phyilclan partners or renegotrate some
of our partnership and operating agreements with our physician partners and management agreements with surgical facilities.

Upon the occurrence of various fundamental regulatory changes or Changes in the interpretation of existing regulations, we may
be obligated to purchase all of the ownership of the physician investors in most of the partner%hrps or hmrted habrhty compame%

that own and operate our %urglcal facrhtrei and / or ho%prtal% -

h0§p1t31§ can require us to purchase their interests in exchange for cash or %hares of our common stock if the%e regulatory
changes occur. In addition, some of our partnership agreements with our physician partners and management agreements with
surgical facilities and hospitals require us to attempt to renegotiate the agreements upon the occurrence of various fundamental
regulatory changes or changes in the 1nterpretat10n of exrstmg regulations and provide for term1nat10n of the agreements if
renegotratrons are not successful. Reg : atter ;

z : ; G v W als- We do not control Whether or when any-ofthese
regulatory events mlght occur. In the event we are required to purchase all of the physicians’ ownership, our existing capital
resources would not be sufficient for us to meet this obligation. These obligations and the possible termination of our partnership
and management agreements would have a material adverse effect on our financial condition and results of operations. The

Anti- Kickback Statute prohibits the offer, payment, solicitation or receipt of any form of remuneration in return for referrals for
items or services payable by Medicare, Medicaid, or any other federally funded health care program. Our exclusion from
participation in all federally funded health care programs as a result of a violation of the Anti- Kickback Statute would have a
material adverse effect on our business, prospects, results of operations and financial condition. In addition, many of the states in
which we operate have also adopted laws, similar to the Anti- Kickback Statute, that prohibit payments to physicians in
exchange for referrals, some of which apply regardless of the source of payment for care. These statutes—-- state laws typically
impose criminal and civil penalties, including the loss of a license to do business in the state. The" Investment Interest" safe
harbor and the" Personal Services and Management Contracts" safe harbor apply to business arrangements similar to those used
in connection with our surgical facilities. However, the structure of the partnerships and limited liability companies operating
our surgery centers and surgical hospitals, as well as our various business arrangements involving physician group practices, do
not satisfy all of the requirements of either safe harbor. We have entered into management agreements to manage the majority of
our surgical facilities. Most of these agreements call for our subsidiary to be paid a percentage- based management fee. Because
our management fees are generally based on a percentage of revenue, our management agreementi do not typrcally meet the
Personal Servrce% and Management Contractq safe harbor. We hay ; prog desig




Statute—Howeverwe-cannot assure you that the OIG would find our compliance programs to be adequate or that our
management agreements would be found to comply with the Anti- Kickback Statute. The surgery center safe harbor protects
four types of investment arrangements: surgeon owned surgery centers; single specialty surgery centers; multi- specialty surgery
centers; and hospital / physician surgery centers. In addition to the physician investor, the categories permit an" unrelated"
investor, who is a person or entity that is not in a position to provide items or services related to the surgery center or its
investors. Our business arrangements with our surgical facilities typically consist of one of our subsidiaries being an investor in
each partnership or limited liability company that owns the facility, in addition to providing management and other services to
the facility. Therefore, our business arrangements with our surgery centers, surgical hospitals and physician groups do not
qualify for the expanded safe harbor protection from government review or prosecution under the Anti- Kickback Statute.
-Hewever—Nevertheless we believe that we are in Comphance with the requlrements of the Anti- chkback Statute—\Ve—emp-}ey

phyqlclang who refer to our hospitals to meet an exception to the Stark Law Where required, but the regulations 1mp1ement1ng
the exceptions are detailed and complex, and we cannot guarantee that every relationship complies fully with the Stark Law. We
also believe that certain services provided by our managed physician network are covered by the Stark Law, but referrals for
those services are exempt from the Stark Law under its" in- office ancillary services exception," among others. Violations of
these self- referral laws may result in substantial civil or criminal penalties, including treble damages for amounts improperly
claimed, civil monetary penalties of up to $ 15, 000 per prohibited service billed, up to $ 100, 000 per prohibited circumvention
scheme and exclusion from participation in the Medicare and Medicaid and other federal and state health care programs.
Violations of the Stark Law will also create liability under the federal False Claims Act. Exclusion of our ASCs or hospitals
from these programs through judicial or agency interpretation of existing laws or additional legislative restrictions on physician
ownership or investments in health care entities could result in a significant loss of reimbursement revenue. We cannot provide
assurances that CMS will not undertake other rulemaking to address additional revisions to or interpretations of the Stark Law
regulations. If future rules modify the provisions of the Stark Law regulations that are applicable to our business, our revenue
and profitability could be materially adversely affected and could require us to modify our relationships with our physician and
health care system partners. The Affordable Care Act dramatically curtailed the Whole Hospital Exception and prohibits
physician ownership in hospitals that did not have a Medicare provider agreement by December 31, 2010. As a result, the law
effectively prevents the formation of new physician- owned hospitals that participate in Medicare and Medicaid after December
31, 2010. Each of our surgical hospitals had a Medicare provider agreement in place prior to December 31, 2010 and is therefore
able to continue operating with the ownership structure that was in place prior to December 30, 2010. However, the Affordable
Care Act prohibits" grandfathered" hospitals from increasing their percentage of physician ownership, and it limits to a certain
extent their ability to grow, because it prohibits such hospitals from increasing the aggregate number of inpatient beds, operating
rooms and procedure rooms. Companies within the health care industry, including us, continue to be the subject of federal and
state audits and investigations, including actions for false and other improper claims. Federal and state government agencies, as
well as commercial payors, have increased their auditing and administrative, civil and criminal enforcement efforts as part of
numerous ongoing investigations of health care organizations. These audits and investigations relate to a wide variety of topics,
including the following: cost reporting and billing practices; quality of care; financial reporting; financial relationships with
referral sources; and medical necessity of services provided. In addition, the OIG and the DOJ have, from time to time,
undertaken national enforcement initiatives that focus on specific billing practices or other suspected areas of abuse. Iais2643



penalties on any person or entlty that files a false claim for payment from the Medicare or Medlcald programs and other fedelal
and state health care programs. Claims filed with private insurers can also lead to criminal and civil penalties, including, but not
limited to, penalties relating to VlOlatlorN of federal mail and wire fraud statutes, as well as penalties unde1 the anti- fraud
provmons of t-he—HlPAA. : al-sta are—g ; : ; ;

'F'GA—V‘tO'}a'HO'HS- Wthh among other thmgs pl‘OhlbltS a person hom knowmoly presentlng, or causing to be presented a false or
fraudulent claim to the federal government. The statute defines" knowingly" to include not only actual knowledge of a claim’ s
falsity, but also reckless disregard for or intentional ignorance of the truth or falsity of a claim. Violators of the FCA are subject
to severe financial penalties, including treble damages and per claim penalties in excess of $ 10, 000. Because our facilities
perform hundreds or thousands of similar procedures each year for which they are paid by Medicare, and since the statute of
limitations for such claims extends for six years under normal circumstances (and possibly as long as ten years in the event of
failure to discover material facts), a repetitive billing error or COSt reporting error Could result in s1gmf1cant material repayments
and civil or criminal penalties. Moreover,
patrttewtarty-by-individuals are increasingly using Whe—bﬂﬂg—aeﬁeﬁs—tﬂ&der—t-h&t—}a-w—UﬂéeHhe qui tam 5" or Whlstleblowel 5
provisions of the FCA, which permit private parties may-to bring actions on behalf of the federal government. If the
government intervenes and prevails in the action, the defendant may be required to pay three times the actual damages sustained
by the government, plus mandatory civil monetary penaltics efbetween$12,-526-and-$25-076-for cach false claim submitted
to the government These prlvate parties, often refelred to as relators are entitled to share in any amounts recovered by the

or Medicaid beneficiary any remuneration, mcludmg waivers of co- pdyments and deductlble amounts (01 any part theleof) that
the person knows or should know is likely to influence the beneficiary’ s selection of a particular provider, practitioner or
supplier of Medicare or Med1ca1d payable items or serces may be liable f01 civil monetaly penaltles ofupto$ -1-9—20 000 for

add-i-t—ieﬂa-l—peﬁa%t—ies—asseeiafed—wi-t-h—fhe—WIOHgful act. Although this prohibition dpphes only to federal health care program
beneficiaries, the routine waivers of copayments and deductibles offered to patients covered by commercial payors may
implicate applicable state laws related to, among other things, unlawful schemes to defraud, excessive fees for services, tortious
interference with patient contracts and statutory or common law fraud. To the extent our patient assistance programs or other
dlscount pohcles are found to be 1ne0n51stent Wlth appllcable laws, we may be requlred to restructure or dlﬂeontlnue such

ﬁn&ﬁet&l—eeﬁdﬁ-teﬁ—All payors are mCIeasmgly Conductmg post payment dudm For example CMS hds 1mp1emented the RAC
program, involving Medicare claims audits nationwide, and employs MICs to perform post- payment audits of Medicaid claims



and identify overpayments. In addition to RACs and MICs, the state Medicaid agencies and other contractors have increased
their review activities. We are regularly subject to these external audits and we also perform both internal and third- party audits
and monitoring. Although all other repayments requested to date as a result of RAC, MIC and ZPIC audits have not been
material to our Company, we are unable to quantify the suspended payments and aggregate financial impact of these audits on
our facilities given the pending appeals and uncertainty about the extent of future audits and whether the underlying conduct
could be considered systemic. As such, the resolution of these audits could have a material adverse effect on our business,
prospects, results of operations and financial condition. We may become involved in litigation which could negatively impact
the value of our business. From time- to- time we are involved in lawsuits, claims, audits and investigations, including those
arising out of services provided, personal injury claims, professional liability claims, billing and marketing practices,
employment disputes and contractual claims. We may become subject to future lawsuits, claims, audits and investigations that
could result in substantial costs and divert our attention and resources and adversely affect our business condition. In addition,
since our current growth strategy includes acquisitions, among other things, we may become exposed to legal claims for the
activities of an acquired business prior to our acquisition of such business. These lawsuits, claims, audits or investigations,
regardless of their merit or outcome, may also adversely affect our reputation and ability to expand our business. In addition,
from time to time we have received, and expect to continue to receive, correspondence from former employees terminated by us
who threaten to bring claims against us alleging that we have violated one or more labor and employment regulations. In certain
instances former employees have brought claims against us and we expect that we will encounter similar actions against us in
the future. An adverse outcome in any such litigation could require us to pay contractual damages, compensatory damages,
punitive damages, attorneys’ fees and costs. In recent years, physicians, hospitals and other health care providers have become
subject to an increasing number of legal actions alleging malpractice, product liability or related legal theories. Many of these
actions involve large monetary claims and significant defense costs. We also owe certain defense and indemnity obligations to
our officers and directors. Our insurance coverage may not cover all claims against us, or insurance coverage may not continue
to be available at a cost allowing us to maintain adequate levels of insurance. If one or more successful claims against us were
not covered by or exceeded the coverage of our insurance, our financial condition and results of operations could be adversely
affected. Our business, profitability and growth prospects could suffer if we face negative publicity or we pay damages or
defense costs in connection with a claim that is outside the scope or limits of coverage of any applicable insurance coverage,
including claims related to adverse patient events, contractual disputes, professional and general liability, and directors’ and
officers’ duties. In addition, market rates for insurance premiums and deductibles have been steadily increasing. Our earnings
and cash flows could be materially and adversely affected by any of the following: « the collapse or insolvency of our insurance
carriers; * further increases in premiums and deductibles; ¢ increases in the number of liability claims against us or the cost of
settling or trying cases related to those claims; or ¢ an inability to obtain one or more types of insurance on acceptable terms, if at
all. To participate in and receive payment from the Medicare program, our facilities must comply with regulations promulgated
by CMS. These regulations, known as" conditions for coverage" for ASCs and" conditions of participation” for hospitals, set
forth specific requirements with respect to, among other things, the facility’ s physical plant, equipment, personnel and standards
of medical care. All of our surgery centers and surgical hospitals are certified to participate in the Medicare program. As such,
these facilities are subject to on- site, unannounced surveys by state survey agencies working on behalf of CMS, which may lead
to deficiency citations requiring remedy with appropriate action plans. Failure to comply with Medicare’ s conditions for
coverage or conditions of participation may result in loss of payment or other governmental sanctions, including termination
from participation in the Medicare program. We have established ongoing quality assurance activities to monitor our facilities’
compliance with these conditions and respond to surveys, but we cannot be sure that our facilities are or will always remain in
full compliance with the requirements. In addition, pending a determination regarding our compliance with these conditions,
payment to us may be suspended and we may be required to devote significant time, effort and expense to demonstrate
satisfactory compliance. The Medicare program presently requires hospitals and ASCs to report performance data on a variety
of quality metrics. Facilities that fail to report are penalized with reduced Medicare payments. Additionally, payments to
hospitals are adjusted based on the hospital’ s performance on these quality measures. A substantial portion of hospital payment
is at risk depending on its individual performance relative to benchmarks and other hospitals’ performance. There is a
substantial risk that our Medicare payments could be reduced if our hospitals fail to perform adequately on these measures.
Additionally, there is a risk that Medicare payments could be reduced if our facilities (hospitals and ASCs) fail to adequate
adequately report data as required by CMS. ASC payments are not yet adjusted based on performance against quality measures,
but there is a substantial risk that Congress may soon link ASC Medicare payments to actual performance, in addition to
reporting. If the public performance data becomes a primary factor in determining where patients choose to receive care, and if
competing hospitals and ASCs have better results than our facilities on those measures, our patient volumes could decline. State
efforts to regulate the construction, acquisition or expansion of health care facilities could prevent us from acquiring additional
surgical facilities, renovating our existing facilities or expanding the breadth of services we offer. Some states are increasingly
scrutinizing healthcare mergers, acquisitions, joint ventures, and other strategic transactions. Several states have
recently enacted or are contemplating statutes that broadly focus on assessing and regulating the transactional impacts
on healthcare quality, cost, equity, and accessibility. This trend of increased scrutiny and expanded regulatory oversight
of healthcare transactions is anticipated to persist, typically requiring regulatory approval. Additionally, some states
require prior approval for the construction, acquisition or expansion of health care facilities or expansion of the services the
facilities offer. In giving approval, these states consider the need for additional or expanded health care facilities or services, as
well as the financial resources and operational experience of the potential new owners of existing health care facilities. In many
of the states in which we currently operate, certificates of need must be obtained for capital expenditures exceeding a prescribed
amount, changes in capacity or services offered and various other matters. The remaining states in which we now or may in the



future operate may adopt similar legislation. Our costs of obtaining a certificate of need could be significant, and we cannot
assure you that we will be able to obtain the certificates of need or other required approvals for additional or expanded surgical
facilities or services in the future. In addition, at the time we acquire a surgical facility, we may agree to replace or expand the
acquired facility. If we are unable to obtain required approvals, we may not be able to acquire additional surgical facilities,
expand health care services we provide at these facilities or replace or expand acquired facilities. If antitrust enforcement
authorities conclude that our market share in any particular market is too concentrated, that our or our health system partners’
commercial payor contract negotiating practices are illegal, or that we other violate antitrust laws, we could be subject to
enforcement actions that could have a material adverse effect on our business, prospects, results of operations and financial
condition. The federal government and most states have enacted antitrust laws that prohibit certain types of conduct deemed to
be anti- competitive. These laws prohibit price fixing, concerted refusal to deal, market monopolization, price discrimination,
tying arrangements, acquisitions of competitors and other practices that have, or may have, an adverse effect on competition.
Violations of federal or state antitrust laws can result in various sanctions, including criminal and civil penalties. Antitrust
enforcement in the health care industry is currently a priority of the FTC. We believe we are in compliance with federal and
state antitrust laws, but courts or regulatory authorities may reach a determination in the future that could have a material
adverse effect on our business, prospects, results of operations and financial condition. As of December 31, 2023-2024 ,
affiliates of Bain Capital owned approximately 39. 5-3 % of our outstanding common stock. Although we are no longer a
controlled company ” within the meaning of the corporate governance standards of Nasdaq, affiliates of Bain Capital continue to
be able to significantly influence our decisions. Provisions in our charter documents and Delaware law may deter takeover
efforts that could be beneficial to stockholder value. Our certificate of incorporation and by- laws and Delaware law contain
provisions that could make it harder for a third party to acquire us, even if doing so might be beneficial to our stockholders. The
provisions in our organizational documents include a classified board of directors and limitations on actions by our stockholders.
In addition, our board of directors has the right to issue preferred stock without stockholder approval that could be used to dilute
a potential hostile acquiror. Our certificate of incorporation also imposes some restrictions on mergers and other business
combinations between us and any holder of 15. 0 % or more of our outstanding common stock other than affiliates of Bain
Capital. As a result of these features, our stockholders may lose their ability to sell their stock for a price in excess of the
prevailing market price, and efforts by stockholders to change the direction or management of the Company may be
unsuccessful. Our amended and restated certificate of incorporation (the" Certificate of Incorporation") provides that, subject to
certain exceptions and to the fullest extent permitted by applicable law, the Court of Chancery of the State of Delaware (the"
Court of Chancery") will be the sole and exclusive forum for (i) any derivative action or proceeding brought on our behalf, (ii)
any action asserting a claim of breach of a fiduciary duty owed by any of our directors, officers or other employees to us or our
stockholders, (iii) any action asserting a claim against us arising pursuant to any provision of the General Corporation Law of
the State of Delaware, our Certificate of Incorporation or our amended and restated bylaws or (iv) any other action asserting a
claim against us that is governed by the internal affairs doctrine (each, a" Covered Proceeding"). In addition, the Certificate of
Incorporation states that this exclusive forum provision does not apply to actions in which the Court of Chancery concludes that
an indispensable party is not subject to the jurisdiction of the Delaware courts and can be subject to the jurisdiction of another
court within the U. S. Our Certificate of Incorporation also provides that if any action, the subject matter of which is a Covered
Proceeding, is filed in a court other than the specified Delaware courts without the approval of our board of directors (each, a"
Foreign Action"), the claiming party will be deemed to have consented to (i) the personal jurisdiction of the specified Delaware
courts in connection with any action brought in any such courts to enforce the exclusive forum provision described above and
(ii) having service of process made upon such claiming party in any such enforcement action by service upon such claiming
party’ s counsel in the Foreign Action as agent for such claiming party. It is our current view that in some circumstances, such
as in respect of actions arising under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as
amended (the" Exchange Act"), the Court of Chancery may decline to exercise jurisdiction over such actions. Under such
circumstances, our Certificate of Incorporation holds that such actions may properly be filed in a court other than the Court of
Chancery. Any person or entity purchasing or otherwise acquiring any interest in shares of our stock shall be deemed to have
notice of and to have consented to these provisions in our Certificate of Incorporation. These provisions may limit a stockholder’
s ability to bring a claim in a judicial forum that it finds favorable for disputes with us or our directors, officers or other
employees, which may discourage such lawsuits against us and our directors, officers and employees. 26



