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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark one)

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended March 31, 2014

Or

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file numbers:
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Envision Healthcare Holdings, Inc.: 001-36048

Envision Healthcare Corporation: 001-32701

ENVISION HEALTHCARE HOLDINGS, INC.
ENVISION HEALTHCARE CORPORATION

(Exact name of registrants as specified in their charters)

Delaware Envision Healthcare Holdings, Inc. 45-0832318
Delaware Envision Healthcare Corporation 20-3738384
(State or other jurisdiction of (IRS Employer
incorporation or organization) Identification Numbers)

6200 S. Syracuse Way, Suite 200
Greenwood Village, CO 80111
(Address of principal executive offices) (Zip Code)

Registrants telephone number, including area code: 303-495-1200

Former name, former address and former fiscal year, if changed since last report:

Not applicable

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the
preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the
past 90 days.

Envision Healthcare Holdings, Inc. Yes x No o

Envision Healthcare Corporation Yes o No x
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Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to be
submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the
registrant was required to submit and post such files).

Envision Healthcare Holdings, Inc. Yes x No o

Envision Healthcare Corporation Yes xNo o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See
definitions of large accelerated filer, accelerated filer, and smaller reporting company in Rule 12b-2 of the Exchange Act.

Envision Healthcare Holdings, Inc.

Large accelerated filer o Accelerated filer o
Non-accelerated filer x Smaller reporting company o

(Do not check if a smaller reporting company)

Envision Healthcare Corporation

Large accelerated filer o Accelerated filer o
Non-accelerated filer x Smaller reporting company o

(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange act).

Envision Healthcare Holdings, Inc. Yes o No x

Envision Healthcare Corporation Yes o No x

Indicate the number of shares outstanding of each of the issuer s classes of common stock as of the latest practicable date:

Envision Healthcare Holdings, Inc. At May 1, 2014, the registrant had 181,131,273 shares of common stock, par value $0.01 per share,
outstanding.
Envision Healthcare Corporation The registrant is a privately held corporation, and its common stock is not publicly traded. At May 1,

2014, the registrant had 1,000 shares of common stock, par value $0.01 per share, outstanding. All of
Envision Healthcare Corporation s outstanding stock was held at such date by Envision Healthcare
Intermediate Corporation, its sole stockholder.



Edgar Filing: Envision Healthcare Holdings, Inc. - Form 10-Q




Table of Contents

Part 1. Financial Information

Item 1.

Item 2.

Item 3.

Item 4.

Part I1. Other Information
Item I.

Item 1A.

Item 6.

Signatures

Edgar Filing: Envision Healthcare Holdings, Inc. - Form 10-Q

INDEX

4
Financial Statements (unaudited): 4
Envision Healthcare Holdings. Inc.
Consolidated Statements of Operations and Comprehensive Income for the three months
ended March 31, 2014 and 2013 4
Consolidated Balance Sheets as of March 31, 2014 and December 31, 2013 5
Consolidated Statements of Cash Flows for the three months ended March 31, 2014 and
2013 6
Envision Healthcare Corporation
Consolidated Statements of Operations and Comprehensive Income for the three months
ended March 31, 2014 and 2013 7
Consolidated Balance Sheets as of March 31, 2014 and December 31, 2013 8
Consolidated Statements of Cash Flows for the three months ended March 31, 2014 and
2013 9
Notes to Unaudited Consolidated Financial Statements 10

Management s Discussion and Analysis of Financial Condition and Results of Operations 35

Quantitative and Qualitative Disclosures About Market Risk 49
Controls and Procedures 49

50
Legal Proceedings 50
Risk Factors 50
Exhibits 50

51

2




Edgar Filing: Envision Healthcare Holdings, Inc. - Form 10-Q

Table of Contents

EXPLANATORY NOTE

This Form 10-Q is a combined quarterly report being filed separately by two registrants: Envision Healthcare Holdings, Inc. and Envision

Healthcare Corporation. Unless the context indicates otherwise, any reference in this report to Holding refers to Envision Healthcare

Holdings, Inc., any reference to Corporation refers to Envision Healthcare Corporation, the indirect, wholly-owned subsidiary of Holding, and

any references to EVHC, the Company, we, our, or us referto Envision Healthcare Holdings, Inc. and its direct and indirect subsidiaries,
including Corporation. Our business is conducted primarily through two operating subsidiaries, EmCare Holdings, Inc. ( EmCare ) and American
Medical Response, Inc. ( AMR ). Each registrant hereto is filing on its own behalf all of the information contained in this quarterly report that

relates to such registrant. Each registrant hereto is not filing any information that does not relate to such registrant, and therefore makes no
representation as to any such information.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

ENVISION HEALTHCARE HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

(in thousands, except share and per share amounts, unaudited)

Quarter ended

March 31,
2014

Revenue, net of contractual discounts 1,858,494 $
Provision for uncompensated care (844,283)
Net revenue 1,014,211
Compensation and benefits 743,661
Operating expenses 114,635
Insurance expense 30,981
Selling, general and administrative expenses 19,375
Depreciation and amortization expense 36,432
Restructuring charges 809
Income from operations 68,318
Interest income from restricted assets 86
Interest expense (30,049)
Realized gains on investments 606
Other expense, net (808)
Loss on early debt extinguishment
Income (loss) before income taxes and equity in earnings of unconsolidated subsidiary 38,153
Income tax expense (16,675)
Income (loss) before equity in earnings of unconsolidated subsidiary 21,478
Equity in earnings of unconsolidated subsidiary 47
Net income (loss) 21,525
Less: Net loss attributable to noncontrolling interest 3,300
Net income (loss) attributable to Envision Healthcare Holdings, Inc. 24,825 $
Basic net income (loss) per share attributable to Envision Healthcare Holdings, Inc. 0.14 $
Diluted net income (loss) per share attributable to Envision Healthcare Holdings, Inc. 0.13 $
Average common shares outstanding, basic 180,782,025
Average common shares outstanding, diluted 189,391,612
Comprehensive income:
Net income (loss) 21,525 $
Other comprehensive loss, net of tax:
Unrealized holding losses during the period (337)
Unrealized gains (losses) on derivative financial instruments 51
Total other comprehensive loss, net of tax (286)
Comprehensive income (loss) 21,239
Less: Comprehensive loss attributable to noncontrolling interest 3,300

2013
1,605,248
(716,924)
888,324
641,789
100,450
25,833
21,998
34,755
637
62,862
366
(51,752)
13
(12,721)
(122)
(1,354)
(2,568)
(3,922)
75
(3,847)

(3,847)

(0.03)

(0.03)
130,696,421
130,696,421

(3,847)

(436)
(298)
(734)
(4,581)
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Comprehensive income (loss) attributable to Envision Healthcare Holdings, Inc. $ 24,539 $ (4,581)

The accompanying notes are an integral part of these financial statements.
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ENVISION HEALTHCARE HOLDINGS, INC.
CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share amounts)

March 31,
2014
(Unaudited)
Assets
Current assets:
Cash and cash equivalents $ 190,996 $
Insurance collateral 19,442
Trade and other accounts receivable, net 840,940
Parts and supplies inventory 23,736
Prepaids and other current assets 26,661
Total current assets 1,101,775
Non-current assets:
Property, plant and equipment, net 190,935
Intangible assets, net 516,530
Insurance collateral 1,127
Goodwill 2,444,156
Other long-term assets 60,007
Total assets $ 4,314,530 $
Liabilities and Equity
Current liabilities:
Accounts payable $ 51,301 $
Accrued liabilities 371,570
Current deferred tax liabilities 35,639
Current portion of long-term debt 12,011
Total current liabilities 470,521
Long-term debt 1,892,272
Long-term deferred tax liabilities 151,225
Insurance reserves 151,792
Other long-term liabilities 16,721
Total liabilities 2,682,531
Commitments and contingencies
Equity:
Common stock ($0.01 par value; 2,000,000,000 shares authorized, 181,131,273 and
180,382,885 issued and outstanding as of March 31, 2014 and December 31, 2013,
respectively) 1,804
Preferred stock ($0.01 par value; 200,000,000 shares authorized, none issued and outstanding
as of March 31, 2014 and December 31, 2013)
Treasury stock at cost (1,347)
Additional paid-in capital 1,577,521
Retained earnings 43,166
Accumulated other comprehensive loss (1,125)
Total Envision Healthcare Holdings, Inc. equity 1,620,019
Noncontrolling interest 11,980
Total equity 1,631,999
Total liabilities and equity $ 4,314,530 $

December 31,
2013

204,712
29,619
801,146
23,376
23,430
1,082,283

194,715
513,698
12,716
2,435,670
60,935
4,300,017

52,588
350,936
35,487
12,318
451,329
1,895,381
151,130
175,427
16,997
2,690,264

1,804

(1,347)
1,576,764
18,341

(839)
1,594,723
15,030
1,609,753
4,300,017
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The accompanying notes are an integral part of these financial statements.
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ENVISION HEALTHCARE HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash Flows from Operating Activities
Net income (loss)

(in thousands, unaudited)

Quarter ended
March 31,

2014

$ 21,525

Adjustments to reconcile net income (loss) to net cash provided by operating activities:

Depreciation and amortization

(Gain) loss on disposal of property, plant and equipment
Equity-based compensation expense

Excess tax benefits from equity-based compensation
Loss on early debt extinguishment

Equity in earnings of unconsolidated subsidiary
Dividends received

Deferred income taxes

Changes in operating assets/liabilities, net of acquisitions:

Trade and other accounts receivable

Parts and supplies inventory

Prepaids and other current assets

Accounts payable and accrued liabilities
Insurance accruals

Net cash provided by operating activities

Cash Flows from Investing Activities

Purchases of available-for-sale securities

Sales and maturities of available-for-sale securities
Purchases of property, plant and equipment
Proceeds from sale of property, plant and equipment
Acquisition of businesses, net of cash received
Net change in insurance collateral

Other investing activities

Net cash used in investing activities

Cash Flows from Financing Activities

Issuance of common stock

Borrowings under the Term Loan

Borrowings under the ABL Facility

Repayments of the Term Loan

Repayments of the ABL Facility

Dividend paid

Debt issue costs

Excess tax benefits from equity-based compensation
Shares repurchased for tax withholdings

Proceeds from noncontrolling interest

Net change in bank overdrafts

Other financing activities

Net cash (used in) provided by financing activities
Change in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

39,667

(1,981)
1,062

(14,790)

47
430
928

(35,429)
(327)
(3,468)
34,183
(11,533)
30,220

(2,458)
8,160
(10,714)
2,156
(35,791)
1,200
(2,526)
(39,973)

(3,343)

14,790
(14,430)
250

(1,230)

(3,963)
(13,716)
204,712

$ 190,996

$

$

2013
(3,847)

39,428

39

1,062
®)

122
(75)

556
(740)

41.212)
(50)
(3,627)
19,212
4,.218)
6,642

(159)
448
(10,493)
197
(1,423)
7,362
(702)
(4,770)

691

150,000

56,940
(3,343)
(181,940)
(67)
(4,415)

8

2,883
(329)
20,428
22,300
57,832

80,132

11
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ENVISION HEALTHCARE CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Revenue, net of contractual discounts
Provision for uncompensated care

Net revenue

Compensation and benefits

Operating expenses

Insurance expense

Selling, general and administrative expenses
Depreciation and amortization expense
Restructuring charges

Income from operations

Interest income from restricted assets
Interest expense

Realized gains on investments

Other income (expense), net

Loss on early debt extinguishment

(in thousands, unaudited)

Income before income taxes and equity in earnings of unconsolidated subsidiary

Income tax expense

Income before equity in earnings of unconsolidated subsidiary
Equity in earnings of unconsolidated subsidiary

Net income

Less: Net loss attributable to noncontrolling interest
Net income attributable to Envision Healthcare Corporation $

Comprehensive income:

Net income

Other comprehensive loss, net of tax:
Unrealized holding losses during the period

Unrealized gains (losses) on derivative financial instruments

Total other comprehensive loss, net of tax
Comprehensive income

Less: Comprehensive loss attributable to noncontrolling interest
Comprehensive income attributable to Envision Healthcare Corporation $

Quarter ended
March 31,

2014
1,858,494
(844,283)
1,014,211
743,661
114,635
30,981
19,375
36,432
809
68,318
86
(30,049)
606
334

39,295
(17,055)
22,240

47
22,287
3,300
25,587

22,287

(337)
51

(286)
22,001
3,300
25,301

The accompanying notes are an integral part of these financial statements.

$

2013
1,605,248
(716,924)
888,324
641,789
100,383
25,833
21,998
34,755
637
62,929
366
(40,290)
13
(12,721)
(122)
10,175
(7,134)
3,041
75
3,116

3,116

3,116

(436)

(298)

(734)
2,382

2,382

13
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ENVISION HEALTHCARE CORPORATION

CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share amounts)

March 31,
2014
(Unaudited)
Assets
Current assets:
Cash and cash equivalents $ 109,274  $
Insurance collateral 19,442
Trade and other accounts receivable, net 840,940
Parts and supplies inventory 23,736
Prepaids and other current assets 28,956
Total current assets 1,022,348
Non-current assets:
Property, plant and equipment, net 190,935
Intangible assets, net 516,530
Insurance collateral 1,127
Goodwill 2,444,156
Other long-term assets 60,007
Total assets $ 4,235,103 $
Liabilities and Equity
Current liabilities:
Accounts payable $ 51,185 $
Accrued liabilities 379,879
Current deferred tax liabilities 55,951
Current portion of long-term debt 12,011
Total current liabilities 499,026
Long-term debt 1,892,272
Long-term deferred tax liabilities 151,353
Insurance reserves 151,792
Other long-term liabilities 16,721
Total liabilities 2,711,164
Commitment and contingencies
Equity:
Common stock ($0.01 par value; 1,000 shares authorized, issued, and outstanding at
March 31, 2014 and December 31, 2013)
Treasury stock at cost (1,347)
Additional paid-in capital 1,404,737
Retained earnings 109,694
Accumulated other comprehensive loss (1,125)
Total Envision Healthcare Corporation equity 1,511,959
Noncontrolling interest 11,980
Total equity 1,523,939
Total liabilities and equity $ 4,235,103 $

The accompanying notes are an integral part of these financial statements.

December 31,
2013

122,990
29,619
801,146
23,376
23,925
1,001,056

194,715
513,698
12,716
2,435,670
60,935
4,218,790

52,472
357,979
55,799
12,318
478,568
1,895,381
151,258
175,427
16,997
2,717,631

(1,347)
1,404,208
84,107

(839)
1,486,129
15,030
1,501,159
4,218,790

14
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ENVISION HEALTHCARE CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash Flows from Operating Activities
Net income

(in thousands, unaudited)

Quarter ended
March 31,

2014

$ 22,287

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization

(Gain) loss on disposal of property, plant and equipment
Equity-based compensation expense

Excess tax benefits from equity-based compensation
Loss on early debt extinguishment

Equity in earnings of unconsolidated subsidiary
Dividends received

Deferred income taxes

Changes in operating assets/liabilities, net of acquisitions:

Trade and other accounts receivable

Parts and supplies inventory

Prepaids and other current assets

Accounts payable and accrued liabilities
Insurance accruals

Net cash provided by operating activities

Cash Flows from Investing Activities

Purchases of marketable investment securities
Sales and maturities of marketable investment securities
Purchases of property, plant and equipment
Proceeds from sale of property, plant and equipment
Acquisition of businesses, net of cash received
Net change in insurance collateral

Other investing activities

Net cash used in investing activities

Cash Flows from Financing Activities

Issuance of common stock

Borrowings under the Term Loan

Borrowings under the ABL Facility

Repayments of the Term Loan

Repayments of the ABL Facility

Debt issue costs

Excess tax benefits from equity-based compensation
Shares repurchased for tax withholdings

Proceeds from noncontrolling interest

Net change in bank overdrafts

Other financing activities

Net cash (used in) provided by financing activities
Change in cash and cash equivalents

Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

39,667

(1,981)
1,062

(14,790)

(47)
430
928

(35,429)
(327)
(5,268)
35,221
(11,533)
30,220

(2,458)
8,160
(10,714)
2,156
(35,791)
1,200
(2,526)
(39,973)

(3,343)

14,790
(14,430)
250

(1,230)
(3,963)

(13,716)

122,990

$ 109,274

$

$

2013
3,116

38,372

39

1,062
(€)

122
(75)

556
(740)

(41,351)
(50)
(2,548)
12,294
(4,218)
6,571

(159)
448
(10,493)
197
(1,423)
7,362
(702)
(4,770)

691

150,000

56,940
(3,343)
(181,940)
(4,411)

8

2,883
(329)
20,499
22,300
57,551
79,851

16
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ENVISION HEALTHCARE HOLDINGS, INC.
ENVISION HEALTHCARE CORPORATION

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

1. General

Basis of Presentation of Financial Statements

Envision Healthcare Holdings, Inc. ( Holding ) indirectly owns all of the outstanding common stock of Envision Healthcare Corporation
( Corporation ). In June 2013, CDRT Holding Corporation s name was changed to Envision Healthcare Holdings, Inc. and Emergency Medical
Services Corporation s name was changed to Envision Healthcare Corporation.

The accompanying interim consolidated financial statements for Holding and Corporation have been prepared in accordance with U.S. generally
accepted accounting principles ( GAAP ) for interim reporting, and accordingly, do not include all of the disclosures required for annual financial
statements. In the opinion of management, the consolidated financial statements of Holding and Corporation (together the Company or EVHC )
include all normal recurring adjustments necessary for a fair presentation of the periods presented. Operating results for interim periods are not
necessarily indicative of the results that may be expected for the full year ending December 31, 2014. For further information on Holding s and
Corporation s significant accounting policies and other information, see Holding s and Corporation s consolidated financial statements, including
the accounting policies and notes thereto for the year ended December 31, 2013, which includes all disclosures required by GAAP, included in
Holding s and Corporation s Annual Report on Form 10-K for the year ended December 31, 2013.

On July 29, 2013, Holding effected a 9.3 for 1.0 stock split of Holding s common stock, resulting in 132,082,885 shares of common stock issued,
not including 504,197 treasury shares. The accompanying consolidated financial statements give retroactive effect to the stock split for all
periods presented.

On August 13, 2013, Holding s registration statement (the Registration Statement ) for an initial public offering of its common stock, par value
$0.01 per share ( Common Stock ) was declared effective. On February 5, 2014, Holding registered the offering and sale of 31,625,000 shares of
Common Stock (including shares sold pursuant to the underwriters option to purchase additional shares) by certain stockholders of Holding at a
public offering price of $30.50 per share. See Note 2 for further information on Holding s public offerings and its equity.

The Company s business is conducted primarily through two operating subsidiaries, EmCare Holdings, Inc. ( EmCare ), its facility-based
physician services segment, and American Medical Response, Inc. ( AMR ), its medical transportation services segment.

2. Summary of Significant Accounting Policies

18
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Consolidation

The consolidated financial statements of Holding include all of its wholly-owned subsidiaries, including Corporation and its respective
subsidiaries and affiliated physician groups. The consolidated financial statements of Corporation, include all of its wholly-owned subsidiaries,
including EmCare and AMR and their respective subsidiaries, and affiliated physician groups. All significant intercompany transactions and
balances have been eliminated in consolidation.

Use of Estimates

The preparation of financial statements requires management to make estimates and assumptions relating to the reporting of results of
operations, financial condition and related disclosure of contingent assets and liabilities at the date of the financial statements including, but not
limited to, estimates and assumptions for accounts receivable and insurance related reserves. Actual results may differ from those estimates
under different assumptions or conditions.

Insurance Collateral

Insurance collateral is comprised of investments in U.S. Treasuries and marketable equity and debt securities held by the Company s captive
insurance subsidiary that support the Company s insurance program and reserves. Certain of these investments, if sold or otherwise liquidated,
would have to be replaced by other suitable financial assurances and are, therefore, considered restricted. These investments are designated as
available-for-sale and reported at fair value with the related temporary

10
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unrealized gains and losses reported as a separate component of accumulated other comprehensive income, net of deferred income tax. Declines
in the fair value of a marketable investment security which are determined to be other-than-temporary are recognized in the statements of
operations, thus establishing a new cost basis for such investment. Investment income earned on these investments is reported as interest income
from restricted assets in the statements of operations.

Realized gains and losses are determined based on an average cost basis.

Additionally, insurance collateral is comprised of cash deposits with third parties. Insurance collateral also includes a receivable from insurers
of $1.8 million and $1.3 million as of March 31, 2014 and December 31, 2013, respectively, for liabilities in excess of the Company s
self-insured retention.

Trade and Other Accounts Receivable, net

The Company estimates its allowances based on payor reimbursement schedules, historical collections and write-off experience and other
economic data. The Company s billing systems do not provide contractual allowances or uncompensated care reserves on outstanding patient
accounts. The allowance for uncompensated care is related principally to receivables recorded for self-pay patients and is not recorded on
specific accounts due to the volume and variability of individual patient receivable collections. While the billing systems do not specifically
record the allowance for doubtful accounts to individual accounts owed or specific payor classifications, the portion of the allowance for
uncompensated care associated with fee for service charges as of December 31, 2013 was equal to approximately 87% and 89% of outstanding
self-pay receivables for EmCare and AMR, respectively, consistent with the Company s collection history. Account balances are charged off
against the uncompensated care allowance when it is probable the receivable will not be recovered and to the contractual allowance when
payment is received. The Company s accounts receivable and allowances as of March 31, 2014 and December 31, 2013 were as follows (in
thousands):

March 31, December 31,
2014 2013
Gross trade accounts receivable $ 4,153,929 $ 3,841,672
Allowance for contractual discounts (2,193,183) (2,002,704)
Allowance for uncompensated care (1,121,079) (1,038,833)
Net trade accounts receivable 839,667 800,135
Other receivables, net 1,273 1,011
Net accounts receivable $ 840,940 $ 801,146

Other receivables primarily represent EmCare hospital subsidies and fees, and AMR fees for stand-by and special events and subsidies from
community organizations.

Accounts receivable allowances at EmCare are estimated based on cash collection and write-off experience at a facility level contract and
facility specific payor mix. These allowances are reviewed and adjusted monthly through revenue provisions. In addition, a look-back analysis is
done, typically after 15 months, to compare actual cash collected on a date of service basis to the revenue recorded for that period. Any
adjustment necessary for an overage or deficit in these allowances based on actual collections is recorded through a revenue adjustment in the
current period.

20
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AMR contractual allowances are determined primarily on payor reimbursement schedules that are included and regularly updated in the billing
systems, and by historical collection experience. The billing systems calculate the difference between payor specific gross billings and
contractually agreed to, or governmentally driven, reimbursement rates. The allowance for uncompensated care at AMR is related principally to
receivables recorded for self-pay patients. AMR s allowances on self-pay accounts receivable are estimated on claim level, historical write-off
experience.

Business Combinations

Assets and liabilities of an acquired business are recorded at their fair values at the date of acquisition. The excess of the acquisition
consideration over the estimated fair values is recorded as goodwill. All acquisition costs are expensed as incurred. While the Company uses its
best estimates and assumptions as a part of the acquisition consideration allocation process to accurately value assets acquired and liabilities
assumed at the acquisition date, the estimates are inherently uncertain and subject to refinement. As a result, during the measurement period the
Company may record adjustments to the assets acquired and liabilities assumed, with the corresponding offset to goodwill. Upon the conclusion
of the measurement period any subsequent adjustments are recorded as expense.

11
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Insurance Reserves

Insurance reserves are established for automobile, workers compensation, general liability and professional liability claims utilizing policies with
both fully-insured and self-insured components. This includes the use of an off-shore captive insurance program through a wholly-owned
subsidiary for certain liability programs for both EmCare and AMR. In those instances where the Company has obtained third-party insurance
coverage, the Company normally retains liability for the first $1 to $3 million of the loss. Insurance reserves cover known claims and incidents
within the level of Company retention that may result in the assertion of additional claims, as well as claims from unknown incidents that may
be asserted arising from activities through the balance sheet date.

The Company establishes reserves for claims based upon an assessment of actual claims and claims incurred but not reported. The reserves are
established based on quarterly consultation with third-party independent actuaries using actuarial principles and assumptions that consider a
number of factors, including historical claim payment patterns and legal costs, and changes in case reserves and the assumed rate of inflation in
healthcare costs and property damage repairs. Claims, other than general liability claims, are discounted at a rate of 1.5%. General liability
claims are not discounted.

The Company s most recent actuarial valuation was completed in March 2014. As a result of this and previous actuarial valuations, the Company
recorded increases in its provisions for insurance liabilities of $5.2 million during the three month period ended March 31, 2014 compared to
decreases of $1.2 million for three month period ended March 31, 2013, related to reserves for losses in prior years.

The long-term portion of insurance reserves was $151.8 million and $175.4 million as of March 31, 2014 and December 31, 2013, respectively.

Equity Structure and Public Offerings Holding

On August 13, 2013, Holding s Registration Statement was declared effective by the Securities and Exchange Commission (the SEC ) for an
initial public offering of its Common Stock. Holding registered the offering and sale of 42,000,000 shares of Common Stock and an additional
6,300,000 shares of Common Stock sold to the underwriters pursuant to their option to purchase additional shares at a price of $23 per share. On
August 19, 2013, Holding completed the offering of 48,300,000 shares of Common Stock, at a price of $23 per share, for an aggregate offering
price of $1,110.9 million, and the offering terminated. At the closing, Holding received net proceeds of approximately $1,025.9 million, after
deducting the underwriters discounts and commissions paid and offering expenses of approximately $85.0 million, including a $20.0 million
payment to Clayton, Dubilier & Rice, LLC ( CD&R ) in connection with the termination of a consulting agreement with Holding and Corporation
( Consulting Agreement ) which was recorded in the third quarter of 2013 to selling, general and administrative expenses in the statements of
operations, see Note 13.

Net proceeds from the initial public offering were used to (i) redeem in full Holding s Senior PIK Toggle Notes due 2017 for a total of $479.6
million, which included a call premium pursuant to the indenture governing the Senior PIK Toggle Notes due 2017 and all accrued but unpaid
interest, (ii) pay CD&R the fee of $20.0 million to terminate the Consulting Agreement, (iii) pay $16.5 million to repay all outstanding revolving
credit facility borrowings, and (iv) redeem $332.5 million of aggregate principal amount of Corporation s senior unsecured notes due 2019 and
all accrued but unpaid interest. The remaining proceeds were used for general corporate purposes which included, among other things,
repayment of indebtedness and acquisitions.
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On February 5, 2014, Holding registered the offering and sale of 27,500,000 shares of Common Stock by certain stockholders of Holding and an
additional 4,125,000 shares of Common Stock, which were sold by investment funds sponsored by, or affiliated with, CD&R (the CD&R
Affiliates ) to the underwriters pursuant to their option to purchase additional shares at $30.50 per share less the underwriting discount. The
CD&R Affiliates, certain executive officers and directors of Holding and certain non-executives were the selling stockholders in the offering.
Holding did not receive any of the proceeds from the sale of the shares being sold by the selling stockholders, including any shares sold pursuant
to any exercise of the underwriters option to purchase additional shares.

Financial Instruments and Concentration of Credit Risk

The Company s cash and cash equivalents, accounts receivable, accounts payable, accrued liabilities, insurance collateral, other than current
portion of self-insurance estimates, long-term debt and long-term liabilities, other than self-insurance estimates, constitute financial instruments.
Based on management s estimates, the carrying value of cash and cash equivalents, accounts receivable, accounts payable, and accrued liabilities
approximates fair value as of March 31, 2014 and December 31, 2013. Concentration of credit risks in accounts receivable is limited, due to the
large number of customers comprising the Company s

12
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customer base throughout the United States. A significant component of the Company s revenue is derived from Medicare and Medicaid. Given
that these are government programs, the credit risk for these customers is considered low. The Company performs ongoing credit evaluations of
its other customers, but does not require collateral to support customer accounts receivable. The Company establishes an allowance for
uncompensated care based on the credit risk applicable to particular customers, historical trends and other relevant information. For the three
months ended March 31, 2014 and 2013, the Company derived approximately 27% and 28%, respectively, of its revenue from Medicare and
Medicaid, 70% and 68%, respectively, from insurance providers and contracted payors, and 3% and 4%, respectively, directly from patients.

The Company estimates the fair value of its fixed rate senior notes based on quoted market prices (Level 1). The estimated fair value of the
senior notes as of March 31, 2014 was approximately $650.7 million with a carrying value of $607.8 million. The Company s captive insurance
subsidiary holds $9.8 million of the senior notes as of March 31, 2014 which has been excluded from the carrying value stated above.

Fair Value Measurement

The Company classifies its financial instruments that are reported at fair value based on a hierarchal framework which ranks the level of market
price observability used in measuring financial instruments at fair value. Market price observability is impacted by a number of factors,
including the type of instrument and the characteristics specific to the instrument. Instruments with readily available active quoted prices or for
which fair value can be measured from actively quoted prices generally will have a higher degree of market price observability and a lesser
degree of judgment used in measuring fair value.

Financial instruments measured and reported at fair value are classified and disclosed in one of the following categories:

Level 1 Quoted prices are available in active markets for identical assets or liabilities as of the reporting date. The Company does not adjust the
quoted price for these assets or liabilities, which include investments held in connection with the Company s captive insurance program.

Level 2 Pricing inputs are other than quoted prices in active markets, which are either directly or indirectly observable as of the reporting date,
and fair value is determined through the use of models or other valuation methodologies. Balances in this category include fixed income
mortgage backed securities, corporate bonds, and derivatives.

Level 3 Pricing inputs are unobservable as of the reporting date and reflect the Company s own assumptions about the fair value of the asset or
liability. Balances in this category include the Company s estimate, using a combination of internal and external fair value analyses, of contingent
consideration for acquisitions described in Note 4.

The following table summarizes the valuation of the Company s financial instruments by the above fair value hierarchy levels as of March 31,
2014 and December 31, 2013 (in thousands):
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collateral)

Fuel hedge

Liabilities:

Contingent consideration

Interest rate swap

Description

Assets:

Available-for-sale securities (insurance
collateral)

Fuel hedge

Liabilities:

Contingent consideration

Interest rate swap
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$

Level 1

7,016

Level 1

12,710

$

$

March 31, 2014

Level 2 Level 3
515 $ $
401
1,734
2,735

December 31, 2013

Level 2 Level 3
517 $ $
672
7,734
3,135

Total
7,531
401

1,734
2,735

Total
13,227
672

7,734
3,135

The contingent consideration balance classified as a Level 3 liability has decreased by $6.0 million since December 31, 2013 primarily due to

payments made.
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During the three months ended March 31, 2014 and 2013, we had no transfers in and out of Level 1 and Level 2 fair value measurements.

Revenue Recognition

Revenue is recognized at the time of service and is recorded net of provisions for contractual discounts and estimated uncompensated care.
Fee-for-service revenue represents billings for services provided to patients, for which the Company receives payment from the patient or their
third-party payor. Provisions for contractual discounts are related to differences between gross charges and specific payor, including
governmental, reimbursement schedules. Provisions for estimated uncompensated care, or bad debt expense, are related principally to the
number of self-pay patients treated in the period and are based primarily on historical collection experience to reduce revenues net of contractual
discounts to the estimated amounts the Company expects to collect. Subsidy and fee revenue primarily represent hospital subsidies and fees at
EmCare and fees for stand-by, special event and community subsidies at AMR.

The majority of the patients the Company treats are for the provision of emergency care in the pre-hospital and hospital settings. Due to federal
government regulations governing the provision of such care, the Company is obligated to provide emergency care regardless of the patient s
ability to pay or whether or not the patient has insurance or other third-party coverage for the costs of the services rendered. While the Company
attempts to obtain all relevant billing information at the time the patient is within our care, there are numerous patient encounters where such
information is not available. In such cases, the Company s billing operations will initially classify these patients as self-pay, with the applicable
estimated allowance for uncompensated care, while they pursue collection of the account. Over the course of the first 30 to 60 days after these
self-pay patients have been treated, the billing staff may identify the appropriate insurance or other third-party payor and re-assign the account
from a self-pay payor classification to the appropriate payor. Depending on the final payor determination, the allowances for uncompensated
care and contractual discounts will be adjusted accordingly. For accounts that remain classified as self-pay, the billing protocols and systems will
generate bills and notifications generally for 90 to 120 days. If no collection or additional information is received from the patient, the account is
written-off and sent to a collection agency. The Company s revenue recognition models, which are reviewed and updated on a monthly basis,
consider these events in determining the collectability of accounts receivable.

Net revenue for the three month periods ended March 31, 2014 and 2013 consisted of the following (in thousands):

Quarter ended

March 31,
2014 2013

Fee-for-service revenue, net of contractuals:

Medicare $ 250,312 $ 233,874
Medicaid 55,817 51,214
Commercial insurance and managed care 645,183 560,191
Self-pay 724,507 629,256
Sub-total 1,675,819 1,474,535
Subsidies and fees 182,675 130,713
Revenue, net of contractuals 1,858,494 1,605,248
Provision for uncompensated care (844,283) (716,924)
Net revenue $ 1,014,211 $ 888,324

Healthcare reimbursement is complex and may involve lengthy delays. Third-party payors are continuing their efforts to control expenditures for
healthcare, including proposals to revise reimbursement policies. The Company has from time to time experienced delays in reimbursement
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from third-party payors. In addition, third-party payors may disallow, in whole or in part, claims for payment based on determinations that
certain amounts are not reimbursable under plan coverage, determinations of medical necessity, or the need for additional information. Laws and
regulations governing the Medicare and Medicaid programs are very complex and subject to interpretation. Revenue is recognized on an
estimated basis in the period in which related services are rendered. As a result, there is a reasonable possibility that recorded estimates will
change materially in the short-term. Such amounts, including adjustments between provisions for contractual discounts and uncompensated care,
are adjusted in future periods, as adjustments become known. These adjustments in the aggregate increased the contractual discount and
uncompensated care provisions (decreased net revenue) by approximately $1.1 million for the three months ended March 31, 2014 and
decreased the contractual discount and uncompensated provisions (increased net revenue) by approximately $2.1 million for the three months
ended March 31, 2013.

14
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The Company provides services to patients who have no insurance or other third-party payor coverage. In certain circumstances, federal law
requires providers to render services to any patient who requires care regardless of their ability to pay. Services to these patients are not
considered to be charity care and provisions for uncompensated care for these services are estimated accordingly.

3. Basic and Diluted Net Income (Loss) Per Share

Holding presents both basic earnings per share ( EPS ) and diluted EPS. Basic EPS excludes potential dilution and is computed by dividing Net
income (loss) attributable to Envision Healthcare Holdings, Inc. by the weighted-average number of common shares outstanding for the period.
Diluted EPS reflects the potential dilution that could occur if stock awards were exercised. The potential dilution from stock awards was
computed using the treasury stock method based on the average market value of Holding s common stock. The following table presents EPS
amounts for all periods and the basic and diluted weighted-average shares outstanding used in the calculation (in thousands, except share and per
share amounts).

Quarter ended

March 31,

2014 2013
Net income (loss) attributable to Envision Healthcare Holdings, Inc. $ 24,825 $ (3,847)
Weighted-average common shares outstanding common stock:
Basic 180,782,025 130,696,421
Dilutive impact of stock awards outstanding 8,609,587
Diluted 189,391,612 130,696,421
Earnings per share common stock:
Basic net income (loss) per share attributable to Envision Healthcare Holdings, Inc. $ 0.14 $ (0.03)
Diluted net income (loss) per share attributable to Envision Healthcare
Holdings, Inc. $ 0.13 $ (0.03)

Holding had a net loss for the three months ended March 31, 2013, therefore, the effect of stock awards to purchase common stock of 3,930,872
is excluded from the computations of diluted loss per share since the effect is anti-dilutive. As of March 31, 2014 and 2013, there were no stock
awards of common stock outstanding excluded from the weighted-average common shares outstanding above.

4. Acquisitions

2014 Acquisitions

The Company completed the acquisitions of Life Line Ambulance Service, Inc., an emergency medical transportation service provider with
operations in Arizona, on February 6, 2014 and MedStat EMS, Inc., an emergency and non-emergency medical ground transportation service
provider with operations in Mississippi, on March 7, 2014 for total aggregate purchase consideration of approximately $36.2 million paid in
cash.
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The Company has accounted for these acquisitions using the acquisition method of accounting, whereby the total purchase price was allocated to
the acquired identifiable net assets based on assessments of their respective fair values, and the excess of the purchase price over the fair values
of these identifiable net assets was allocated to goodwill. The total purchase price for these acquisitions was allocated to goodwill of $15.9
million, $9.9 million of which is tax deductible goodwill, other acquired intangible assets of $15.0 million, and net current assets of $5.3 million,
which are subject to adjustment based upon the completion of purchase price allocations.

2013 Acquisitions

During the year ended December 31, 2013, indirect, wholly-owned subsidiaries of the Company completed the acquisitions of CMORXx, LLC
and Loya Medical Services, PLLC, which provide clinical management software, each of T.M.S. Management Group, Inc. and Transportation
Management Services of Brevard, Inc., two related corporations that leverage the provision of non-emergency medical transportation services by
third-party transportation service providers, Jackson Emergency Consultants, which provides facility based physician staffing in northern
Florida, and other smaller acquisitions for a combined purchase price of $34.2 million paid in cash.

15
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The Company has accounted for these acquisitions using the acquisition method of accounting, whereby the total purchase price was allocated to
the acquired identifiable net assets based on assessments of their respective fair values, and the excess of the purchase price over the fair values
of these identifiable net assets was allocated to goodwill. During the first quarter of 2014, the Company made purchase price allocation
adjustments including a reclassification from goodwill to intangible assets of $7.4 million. The total purchase price for these acquisitions was
allocated to goodwill of $18.8 million, all of which is tax deductible goodwill, other acquired intangible assets of $16.9 million, and net current
liabilities of $1.5 million, which are subject to adjustment based upon the completion of purchase price allocations.

5. Insurance Collateral

Insurance collateral consisted of the following as of March 31, 2014 and December 31, 2013 (in thousands):

March 31, December 31,
2014 2013

Available-for-sale securities:

U.S. Treasuries $ 2,113 $ 2,100
Corporate bonds / Fixed income 3,346 6,372
Corporate equity 2,072 4,755
Total available-for-sale securities 7,531 13,227
Insurance receivable 1,796 1,300
Cash deposits and other 11,242 27,808
Total insurance collateral $ 20,569 $ 42,335

Amortized cost basis and aggregate fair value of the Company s available-for-sale securities as of March 31, 2014 and December 31, 2013 were
as follows (in thousands):

March 31, 2014

Gross Gross
Unrealized Unrealized Fair
Description Cost Basis Gains Losses Value
U.S. Treasuries $ 2,077 $ 37 $ (1) $ 2,113
Corporate bonds / Fixed income 3,316 31 1 3,346
Corporate equity 2,095 15 (38) 2,072
Total available-for-sale securities $ 7,488 $ 83 $ (40) $ 7,531

December 31, 2013

Gross Gross
Unrealized Unrealized Fair
Description Cost Basis Gains Losses Value
U.S. Treasuries $ 2,063 $ 37 $ $ 2,100
Corporate bonds / Fixed income 6,385 26 39) 6,372
Corporate equity 4,399 500 (144) 4,755
Total available-for-sale securities $ 12,847 $ 563 $ (183) $ 13,227
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As of March 31, 2014, available-for-sale securities included U.S. Treasuries and corporate bonds / fixed income securities of $0.9 million with
contractual maturities within one year, $3.3 million with contractual maturities extending longer than one year through five years and $1.3
million with contractual maturities extending longer than five years through and including ten years. Actual maturities may differ from
contractual maturities as a result of the Company s ability to sell these securities prior to maturity.
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The Company s temporarily impaired investment securities available-for-sale as of March 31, 2014 and December 31, 2013 were as follows (in

thousands):

March 31, 2014

Fair Value
U.S. Treasuries:
Less than 12 months $ 133
12 months or more
Corporate bonds / Fixed income:
Less than 12 months 853
12 months or more
Corporate equity:

Less than 12 months 1,104
12 months or more
Total $ 2,090

$

December 31, 2013

Unrealized
Loss Fair Value

M $ 132
(@)) 2,768
2,178

(38)
2,553
40) $ 7,631

Unrealized
Loss
$ (1)
(18)
(20)
(144)
$ (183)

The Company realized net gains of $0.6 million and $13 thousand on the sale and maturities of available-for-sale securities for the three months

ended March 31, 2014 and 2013, respectively.

6. Accrued Liabilities

Accrued liabilities were as follows as of March 31, 2014 and December 31, 2013 (in thousands):

Accrued wages and benefits

Accrued paid time-off

Current portion of self-insurance reserves
Accrued restructuring

Current portion of compliance and legal
Accrued billing and collection fees
Accrued incentive compensation
Accrued interest
Accrued income taxes
Other

Total accrued liabilities
Accrued income taxes
Total accrued liabilities

Corporation
adjustment for Holding
Holding

7. Long-Term Debt

March 31,
2014

173,823 $
29,367
71,499
4,972
3,558
2,929
23,083
17,921
7,982
44,745
379,879 $
(8,309)
371,570 $

December 31,
2013

161,398

25,713

73,738

5,682

2,000

2,954

19,570

6,898

7,043

52,983

357,979
(7,043)

350,936
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Senior Unsecured Notes due 2019

On May 25, 2011, Corporation issued $950 million of senior unsecured notes due 2019 ( 2019 Notes ). During the second quarter of 2012,
Corporation s captive insurance subsidiary purchased $15.0 million of the 2019 Notes through an open market transaction and currently holds
$9.8 million of the 2019 Notes subsequent to the partial redemption of the 2019 Notes on December 30, 2013.

On December 30, 2013, Corporation redeemed $332.5 million in aggregate principal amount of the 2019 Notes of which $5.2 million was held
by the Company s captive insurance subsidiary at a redemption price of 108.125%, plus accrued and unpaid interest of $2.2 million. During the
fourth quarter of 2013, Corporation recorded a loss on early debt extinguishment of $38.7 million related to premiums and unamortized debt
issuance costs from the redemption of the 2019 Notes.

The 2019 Notes have a fixed interest rate of 8.125%, payable semi-annually with the principal due at maturity in 2019. The 2019 Notes are
general unsecured obligations of Corporation and are guaranteed by each of Corporation s domestic subsidiaries,
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except for any of Corporation s subsidiaries subject to regulation as an insurance company, including Corporation s captive insurance subsidiary.

The Company may redeem the 2019 Notes, in whole or in part, at any time prior to June 1, 2014, at a price equal to 100% of the principal
amount thereof, plus accrued and unpaid interest, if any, to the redemption date, plus the applicable make-whole premium. The Company may
redeem the 2019 Notes, in whole or in part, at any time (i) on and after June 1, 2014 and prior to June 1, 2015, at a price equal to 106.094% of
the principal amount of the 2019 Notes, (ii) on or after June 1, 2015 and prior to June 1, 2016, at a price equal to 104.063% of the principal
amount of the 2019 Notes, (iii) on or after June 1, 2016 and prior to June 1, 2017, at a price equal to 102.031% of the principal amount of the
2019 Notes, and (iv) on or after June 1, 2017, at a price equal to 100.000% of the principal amount of the 2019 Notes, in each case, plus accrued
and unpaid interest, if any, to the redemption date. In addition, at any time prior to June 1, 2014, the Company may redeem up to 35% of the
aggregate principal amount of the 2019 Notes with the proceeds of certain equity offerings at a redemption price of 108.125%, plus accrued and
unpaid interest, which it exercised on December 30, 2013 by redeeming $332.5 million in principal amount.

The indenture governing the 2019 Notes contains covenants that, among other things, limit Corporation s ability and the ability of its restricted
subsidiaries to: incur more indebtedness or issue certain preferred shares; pay dividends, redeem stock or make other distributions; make
investments; create restrictions on the ability of its restricted subsidiaries to pay dividends to Corporation or make other intercompany transfers;
create liens; transfer or sell assets; merge or consolidate; enter into certain transactions with affiliates; and designate subsidiaries as unrestricted
subsidiaries. Upon the occurrence of certain events constituting a change of control, Corporation is required to make an offer to repurchase all of
the 2019 Notes (unless otherwise redeemed) at a purchase price equal to 101% of their principal amount, plus accrued and unpaid interest, if any
to the repurchase date. If Corporation sells assets under certain circumstances, it must use the proceeds to make an offer to purchase the 2019
Notes at a price equal to 100% of their principal amount, plus accrued and unpaid interest, if any, to the date of purchase.

Senior Secured Credit Facilities

On May 25, 2011, Corporation entered into $1.8 billion of senior secured credit facilities ( Senior Secured Credit Facilities ) that consisted of a
$1.44 billion senior secured term loan facility due 2018 (the Term Loan Facility ) and a $350 million asset-backed revolving credit facility due
2016 (the ABL Facility ). The Senior Secured Credit Facilities are secured by substantially all of the assets of corporation.

Term Loan Facility

Prior to February 7, 2013, loans under the Term Loan Facility bore interest at Corporation s election at a rate equal to (i) the highest of (x) the
rate for deposits in U.S. dollars in the London interbank market (adjusted for maximum reserves) for the applicable interest period ( Term Loan
LIBOR ) and (y) 1.50%, plus, in each case, 3.75%, or (ii) the base rate, which will be the highest of (w) the corporate base rate established by the
administrative agent from time to time, (x) 0.50% in excess of the overnight federal funds rate, (y) the one-month Term Loan LIBOR (adjusted
for maximum reserves) plus 1.00% per annum and (x) 2.50%, plus, in each case, 2.75%.

On February 7, 2013, Corporation, the borrower under the Term Loan Facility, entered into a First Amendment (the Term Loan Amendment ) to
the credit agreement governing the Term Loan Facility (as amended, the Term Loan Credit Agreement ). Under the Term Loan Amendment,
Corporation incurred an additional $150 million in incremental borrowings under the Term Loan Facility, the proceeds of which were used to

pay down the ABL Facility. In addition, the rate at which the loans under the Term Loan Credit Agreement bear interest was amended to equal
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(1) the higher of (x) LIBOR and (y) 1.00%, plus, in each case, 3.00% (with a step-down to 2.75% in the event that Corporation meets a
consolidated first lien net leverage ratio of 2.50:1.00), or (ii) the alternate base rate, which will be the hig