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DOCUMENTS INCORPORATED BY REFERENCE
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Exchange Act of 1934.

PART 1
ITEM 1. Business
Overview —

We manage highly specialized outpatient centers in emerging, technology-based, niche medical markets. Currently,
we are a leading manager of fertility centers and vein clinics in the United States. We provide services and products
through our three operating divisions (Fertility Centers, Consumer Services and Vein Clinics) and shared support
services for providers through our corporate offices. We provide our fertility centers and vein clinics with
administrative services such as finance, accounting, human resources, risk management, legal and purchasing support;
marketing and sales support; internet marketing and website support; access to integrated information systems; in
some instances, non-physician practitioners; and access to capital for financing clinic operations and expansion.

Fertility Centers Division

Our Fertility Centers Division provides business and management services to a network of 14 contracted fertility
centers in our Partner Program, serving 16 metropolitan markets across the United States. We believe these 14 Partner
centers are the largest managed network of fertility centers in the United States, with 63 locations and 97 physicians
and PhD scientists, accounting for approximately 15% of the total in vitro fertilization (“IVF”) procedures performed in
the United States in 2008, which is the latest period for which third-party data are available. The division supports
fertility centers’ operations and growth by providing access to information systems such as our proprietary ARTworks
electronic medical records software as well as medical equipment and facilities, non-physician personnel and
marketing and financial support services. All fertility Partners have full access to our Attain IVF programs, which are
described below. We do not employ or control the physicians who provide or direct the treatment of patients.

Our fertility centers offer a range of diagnostic and fertility treatment options to patients. The fertility centers’
physicians perform diagnostic tests on both women and men to determine the cause of infertility and each fertility
center has an endocrine and andrology laboratory on site in order to perform and expedite infertility analyses. Once
the cause of infertility is identified, several treatment options are offered to patients, including IVF treatment, frozen
embryo transfer, intrauterine insemination and minimally invasive surgery to correct anatomical reproductive
problems. All of our fertility centers have on-site IVF laboratories in order to maintain the integrity of the IVF
processes. Fertility centers are typically staffed by six to seven physicians, a scientist, embryologists, nurses, support
staff and ultrasound technicians.
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Insurance and managed care payors, depending on the plan under which a patient is covered, reimburse certain

services that our Partners provide, such as diagnostic testing, surgeries and, in certain circumstances, fertility
treatments. However, the charges for assisted reproduction technology (“ART”) services our Partners primarily provide
are often paid directly by patients, including through programs such as our Attain IVF programs. Several states
mandate offering certain benefits of varying degrees for ART services. For example, in Massachusetts, Rhode Island,
Maryland and Illinois, the mandate requires coverage for many, but not necessarily all, ART services provided by our
Partners. Approximately 50% of our Partner centers’ payments were derived from third-party payors for the twelve
months ended December 31, 2009, all of which was provided by private payors. Contractual arrangements with
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third-party payors typically are for a term of one year, may be terminated by either party upon 90 days’ notice any time
after the initial one-year term and contain automatic annual renewal provisions. Contractual arrangements with
third-party payors also typically include payment terms and schedules of rates, although those payment terms and
schedules of rates are subject to renegotiation after the initial term of the contract. During the twelve months ended
December 31, 2009, in accordance with the terms of our contractual arrangements with them, third-party payors paid
approximately 51% of the charges billed to them by our Partner Centers. We are aware of efforts to expand mandated
coverage to additional states, but it is unclear if these efforts will be successful.

If in the future mandates are enacted by additional states, we expect the impact on our Partner fertility centers to be
neutral to positive, as such mandates would likely increase the market for fertility center services, but at payment rates
that are lower than the amounts typically paid directly by patients.

When establishing a Partner relationship, we typically acquire the assets of a fertility center, enter into a long-term
comprehensive business service agreement with the center and assume most administrative and financial functions of
the center. The acquisition of a Partner agreement generally obligates us to pay a fixed sum for the exclusive right to
service the fertility center. These agreements are typically for terms of 10 to 25 years and contain automatic renewal
provisions. Some of these agreements also contain provisions that allow the Partner fertility center to terminate the
agreement, upon 12 months’ prior notice, at any time after five years from the agreement’s effective date. Partners
typically have obligations upon termination in certain circumstances, such as purchasing the assets used in operating
the fertility center and making payments based on recent revenues. Partners also agree to promote their practices by,
among other things, participating in marketing programs we develop for them. Typically, the fertility center
contracting with us is a professional corporation in which the key physicians are the shareholders. Generally, no
shareholder of a Partner fertility center may assign his or her interest in the Partner fertility center without our written
consent.

We require each professional corporation operating in our Partner fertility centers to enter into employment
agreements with all key physicians at that center. These employment agreements typically have five-year terms and
contain provisions prohibiting the key physicians from practicing reproductive endocrinology, infertility medicine or
assisted reproductive technology in competition with us, within a specified area, for the term of the agreement and for
12 to 24 months thereafter. Although it is unclear whether these non-competition provisions would be enforceable if
challenged, we have not experienced significant competition from physicians who formerly practiced at our Partner
centers. We also usually enter into a personal responsibility agreement directly with each physician shareholder of the
practice. The personal responsibility agreement obligates a physician shareholder to repay us a proportionate amount
of the exclusive right to service fee payment received by that physician shareholder if he or she leaves the practice
sooner than five years after the payment.

Under 13 of our current Partner agreements, as compensation for our services we receive a three-part fee comprised
of: a percentage of net revenues, generally between 3% and 6%; reimbursed costs of services (costs incurred in
providing services to a fertility center and any costs paid on behalf of the fertility center); and either a fixed amount or
a percentage of the center’s earnings, which currently ranges from 10% to 20%, but may be subject to limits. Our
remaining Partner agreement is a cost-plus arrangement in which we receive a fee for our Reimbursed Cost of
Services, plus an additional fee equal to 9.5% of those costs.

Our Fertility Centers Division also supports a Council of Physicians and Scientists (the “Council”) for leading fertility
providers, which we established 14 years ago. The Council is comprised mostly of representatives from our fertility
network and brings together leaders in reproductive medicine and embryology with the goal of promoting a high
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quality clinical environment throughout our fertility center network. The Council meets regularly and conducts
bi-monthly teleconferences on topics related to improving infertility diagnosis, treatment and success rates.
Additionally, the Council helps to establish the principles of our culture of safety. We believe our centers follow the
Practice and Ethics Guidelines for clinical practice set forth by the American Society for Reproductive Medicine. We
have also achieved accreditation from the American Association for Ambulatory Healthcare and the College of
American Pathologists, which demonstrates our commitment to compliance with nationally recognized standards for
laboratory services, patient safety and quality patient care.

We assisted in the organization of, and obtained a minority equity interest in, an offshore captive insurance company
called Assisted Reproductive Technology Insurance Company (“ARTIC”), which is designed to moderate the cost of
malpractice insurance to members of our fertility network. Most of the equity of ARTIC is owned by various
physician practices that are members of our fertility network, and we have no future obligations to provide additional
funding to ARTIC. On January 1, 2005, ARTIC began providing malpractice insurance coverage to the majority of
the physician practices within our Partner fertility network.
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Consumer Services Division

Our Consumer Services Division offers a family of programs, including our Attain IVF Refund Program and our
recently introduced Attain IVF Multi-Cycle Program, collectively referred to as our Attain IVF programs, which are
designed to help patients attain their goal of starting a family. We offer our Attain IVF programs directly to fertility
patients, including patients of our Partner centers and patients of the division’s contracted network of independent
medical providers under its Affiliate Program.

Our Affiliate Program allows fertility centers to pay fees to receive selected management services we provide to our
Partners, such as internet marketing and access to the Council. We also provide our Affiliates with access to our
Attain IVF programs. Historically, we provided services to our Affiliates on an exclusive basis in the area in which the
Affiliate operates, but Affiliates’ access to our Attain IVF programs is generally subject to achievement of certain
benchmarks, including with respect to Attain IVF Refund Program enrollments; however, in July 2009 we began
allowing access to our Attain IVF programs on a non-exclusive basis in new markets. As of December 31, 2009, we
had contracted with 25 Affiliate fertility centers. During 2007, our Affiliate fertility centers collectively provided 8%
of the total IVF procedures in the United States. Our Consumer Services Division does not provide, nor is it
responsible for providing, medical services or treatments to patients.

Our Consumer Services Division re-launched its Shared Risk Refund Program under the name “Attain IVF” in late
2008. This re-branding was done to reflect advantages offered by the program beyond its packaged pricing features
and to position the program in a leadership role among smaller, similar programs offered by other providers.

Beginning in July 2009, we began referring to this program as our Attain IVF Refund Program to differentiate it from
our Attain IVF Multi-Cycle Program. As described in more detail below, our Attain IVF Refund Program is an offer
of packaged pricing for a set of fertility treatments with a refund, equal to 70% of the contract amount for patients
using their own eggs, if treatment does not result in a baby. Under circumstances where a patient uses donor eggs,
100% of the contract amount is refunded if treatment does not result in a baby. For the twelve months ended
December 31, 2009, approximately 18% of the patients in our Attain IVF Refund Program used donor eggs.

Patients enrolling in our Attain IVF programs can select from various treatment and financing options which are
designed to appeal to patients at different stages of their reproductive lives and with different financial needs and
resources. The average cost of one fresh IVF cycle as of December 2009 was approximately $12,000 according to
Marketdata Enterprises, Inc. According to our estimates, the average cost of a frozen embryo transfer is approximately
$3,000. The Attain IVF Refund Program allows medically cleared patients to pay an up-front deposit of
approximately twice the average cost of a fresh IVF cycle in return for up to six treatment cycles (consisting of three
fresh IVF cycles and three frozen embryo transfers) with a refund if treatment does not result in a baby. The refund is
equal to 70% of the contract amount for patients using their own eggs and 100% of the contract amount if the patient
uses donor eggs. The Attain IVF Multi-Cycle Program allows all patients, including those who are not medically
cleared for our Attain IVF Refund Program, to pay a single fee, which is slightly less than the average cost of two
fresh IVF cycles, in return for up to four treatment cycles (consisting of two fresh IVF cycles and two frozen embryo
transfers). The fertility treatment cycles are provided to patients by fertility centers with which we contract for
participation in the program. The benefits of our Attain IVF programs to our fertility centers include: allowing for
patients to commit to multiple fertility treatments which improves treatment volume and revenues; insulating the
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centers from refund risk; managing cash and administrative details associated with our Attain IVF programs; and
enabling physicians to maintain a traditional fee for service arrangement without the appearance of conflicts of interest
that otherwise might arise from self administering a refund program. The benefits of our Attain IVF programs to
patients include: improved success rates associated with multiple fertility treatment cycles; increased financial
certainty relating to the cost of the fertility treatment process; and, in the case of our Attain IVF Refund Program, a
significant financial refund should the treatments be unsuccessful.
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Our Attain IVF programs serve as patient recruitment and case management vehicles where the patient contracts with
us to provide the program services described below. We bind our Partners and Affiliates to abide by the terms of the
program through participation agreements that support our packaged pricing. These programs are designed to make
the fertility treatment process easier for patients by providing a continuum of services over an extended period, if
necessary. Our Attain IVF programs achieve this objective by offering the following services:

* Patient recruitment via internet web portals and search engines, in-clinic educational
materials, in-clinic contact with fertility specialists and on-line contact with patient
service specialists;

* Educating patients as to the benefits of various treatment options offered by our
network of contracted medical providers which have been tailored to appeal to
patients at various stages of their reproductive lives and with various medical
conditions;

* Explaining the financial costs and patient responsibilities of the various treatment
options;

* Educating patients as to the various financing options offered by our Attain IVF
programs and referring them to sources of third-party financing when requested;

* Coordinating an initial medical assessment required for entry into our Attain [IVF
programs;

* Arranging treatment with an Affiliate or a Partner center for all treatment cycles used
by the patient; and

* Providing on-going case management, treatment plan monitoring and evaluation
services.

We receive payment directly from patients who participate in our Attain IVF programs. By contract, 30% of the
Attain IVF Refund Program contract amount is non-refundable (for the non-donor egg option) and is recognized
ratably (on a fair value basis) as revenues over the course of the patient’s treatment cycles. If the patient achieves
pregnancy prior to the completion of the last available treatment cycle, then the remaining unamortized portion of the
non-refundable fee is immediately recognized as income. The remaining 70% of revenues are recorded upon the
patient becoming pregnant and achieving a fetal heartbeat. For the donor egg option, for which 100% of the contract
amount is refundable, all revenues are recorded upon the patient becoming pregnant and achieving a fetal heartbeat.
We are able to record income at the time of pregnancy for our Attain IVF Refund Program, as we have substantially
completed our fertility obligation to the patient and we can accurately estimate the amount of expenses or refunds that
will become due if there is a pregnancy loss. We are able to make these estimates for pregnancy loss based upon
reliable Company specific data with respect to the large homogeneous population we have served for more than seven
years. Expenses prior to pregnancy related to the program are recorded as incurred. All of the amounts shown on the
balance sheets in our consolidated financial statements included elsewhere in this report as Attain IVF Refund
Program deferred revenues and other patient deposits consist of unrecognized program enrollment/service fees and
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potentially refundable contract amounts for enrolled patients who have not had a successful pregnancy outcome and
deposits received from patients who have not yet commenced treatment under the program.

Due to the characteristics of our Attain IVF programs, we pay for a patient’s treatment costs in excess of their contract
amount should the initial treatment cycles be unsuccessful. In order to moderate and manage the likelihood that we
will need to pay for these treatment costs, we have developed a sophisticated statistical model and case management
program in which Attain IVF Refund Program patients are pre-approved prior to enrollment in the program. We also
continuously review patients’ clinical criteria as they undergo treatment. If, while undergoing treatment, a patient’s
clinical response falls outside our criteria for participation in Attain IVF programs, we have the right to remove that
individual from the program, with an applicable refund to the patient. To date, our case management process has been
effective in managing the risks associated with our Attain IVF Refund Program within expected limits. A patient has
the right to withdraw from our Attain IVF Refund Program at any time and will be issued an applicable refund.
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Vein Clinics Division

Our Vein Clinics Division was formed on August 8, 2007, with the purchase of Vein Clinics of America, Inc. (“VCA”),
a company that had been in business since 1981. Our Vein Clinics Division provides business and management
services to a network of 34 vein clinics located in 13 states. We believe our vein clinics network is the largest single
network of vein care providers in the United States. These clinics provide specialized treatment for patients suffering
from vein diseases and other vein disorders, such as varicose veins, spider veins and venous ulcers.

We offer vein clinics services and support, including training for physicians, clinical and financial information
systems, revenue cycle management, yield management, sales and marketing services, group purchasing,
non-physician personnel, facilities, site selection and development and other operational functions to support the
clinic. The division supports vein clinics’ operations and growth by providing access to information systems such as
our proprietary Virtual Physician Assistant (“VPA”) information system, which is an end-to-end patient and clinic
operating system that provides decision support and revenue cycle functions. A typical vein clinic averages

2,400 square feet and is located in an affluent, growing community. Each clinic has a standardized operational
structure composed of a phlebologist (a physician specialized in the diagnosis and treatment of disorders of venous
origin), nurse, ultrasound technologist, office manager and assistant. Medical services or treatments are provided to
vein clinic patients by physicians who are employed by professional corporations, whose financial condition, results
of operations and cash flows are consolidated with our consolidated financial statements.

Our Vein Clinics Division’s philosophy of patient care is based on complete disease management, from initial
screening to treatment to follow up. Our vein clinics view each step in this process as critical to the patient’s successful
outcome. Our clinics currently use Endovenous Laser Treatment (“ELT”) as well as sclerotherapy to treat varicose and
spider veins. Our vein clinics use extensive and sophisticated ultrasound mapping prior to treatment, which we believe
results in a more effective treatment plan. Rigorous post-treatment follow up is meant to identify any residual or
emerging issues so that they can be quickly managed before the disease worsens.

Our Vein Clinics Division depends upon third-party payors, including governmental and private insurance programs,
to pay for most treatments provided to patients. For the twelve months ended December 31, 2009, approximately 60%
of payments received by our Vein Clinics Division were from managed care programs, 20% were from commercial
insurers, 15% were from Medicare and 5% were directly from patients.

The private third-party payors providing reimbursement to our vein clinics include standard indemnity insurance
programs as well as managed care programs, such as preferred provider organizations and health maintenance
organizations. These third-party payors provide reimbursement to our vein clinics at negotiated rates, which
approximate 50% of the billed charges, for medically necessary treatments. Most ELT treatments for varicose veins
and venous leg ulcers provided at our vein clinics are reimbursed by third-party payors. However, third-party payors
generally do not cover sclerotherapy or treatments they determine are not medically necessary, such as the cosmetic
treatment of spider veins. In some cases, third-party payors require prior authorization of varicose vein treatment to
provide reimbursement. Contractual arrangements with third-party payors typically are for a term of one year, may be
terminated by either party upon 60 to 90 days’ notice after the initial term and contain automatic annual renewal
provisions. Contractual arrangements with third-party payors also typically include payment terms and schedules of
rates that are subject to change by the third-party payor upon as little as 30 days’ notice. Payments from Medicare are
paid in accordance with a set fee schedule and are subject to change or review by governmental authorities.
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Once our Vein Clinics Division has facilitated a vein clinic’s establishment, we enter into a contract with the
professional corporation operating in our clinic. Unlike our Partner fertility centers, the physicians who are employed
at our vein clinics typically do not have an ownership interest in the medical practice. A “friendly physician” model is
often used for ownership, pursuant to which we are the primary beneficiary and obligor of the vein clinic’s operations;
however, we also own and operate vein clinics through subsidiaries in two states where we are not prohibited from
doing so under applicable corporate practice of medicine laws. Under the terms of our contracts with the vein clinics,
we have sole and exclusive responsibility to manage the non-medical operations of the practice and the physicians
have sole responsibility for the medical and clinical aspects of the practice. Our contracts with the vein clinics provide
that we are responsible for the leasing of space, obtaining all equipment and services needed, providing all billing and
collections functions, arranging for and supervising all non-physician personnel and providing services

12
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so they can market their own practices. In exchange for our services, our contracts with the vein clinics provide that
the vein clinics pay us a fee equal to 150% of our expenses of operating and managing the vein clinics. These fees
have historically exceeded the operating margin generated by any particular vein clinic prior to payment of the
management fee. Accordingly, each vein clinic only pays the portion of the management fee that is equal to the
amount of revenue generated by the clinic annually up to the 150% amount. As a result, our vein clinics (the
professional corporation) do not generate any net profits at year end. Our contracts with the vein clinics are typically
for 25 years with renewal rights. In the event of early termination, any accrued obligations remain outstanding until
satisfied. We also have the right at any time to cause the “friendly physician” to transfer his or her ownership in a vein
clinic to another physician designated by us.

We require each professional corporation operating in our vein clinics to enter into an employment agreement with the
physician practicing at that clinic. The employment agreement typically has a term of one year and automatically
renews for additional one-year periods unless terminated by either party. The physician generally is required to pay
the clinic either $75,000 or $50,000 if the agreement is terminated prior to three years from the physician’s first
employment with the clinic, with the amount due depending on the time of termination. This requirement helps defray
the training expenses we incur when we assist the physician in establishing a practice. The physician also usually
covenants not to compete with the clinic or provide medical services in the treatment of varicose veins or other venous
diseases, within a specified area, during the agreement’s term and for two years thereafter. Although it is unclear
whether these non-competition provisions would be enforceable if challenged, we have not experienced significant
competition from physicians who formerly practiced at our vein clinics.

Since our acquisition of VCA in August 2007, we have made significant investments in this division’s infrastructure,
which have been designed to allow us to open new clinics at a more rapid and sustained pace utilizing a replicable
model. These investments include:

* Physician recruiting and training. The business model for our Vein Clinics
Division depends on being able to identify, recruit and train new physicians to
staff new clinics. We have invested in additional professional personnel as
well as other recruiting and training assets to support scaled growth in the
future.

* Regional management. We have established a regional management
infrastructure to manage the day-to-day operations of the expanding Vein
Clinics Division clinical network and anticipate continued investment in
regional management talent as our clinic base expands.

* Revenue cycle management. Over the past several years, the market for vein
care has undergone a shift from private out of pocket payment by patients to
an environment where most treatment is covered by insurance. This shift has
caused us to make heavy investments in physician credentialing, working
capital and improved billing and collections personnel, systems and
procedures. These investments will continue as the business grows.

e Quality improvement. We established a more formal quality and risk
management oversight infrastructure with performance improvement
initiatives related to clinical processes. This includes developing a formalized
training and competency assessment process, pursuing ICAVL accreditation
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for our diagnostic ultrasound examinations, developing documentation review
processes and standardized multi-lingual patient education materials and
consent forms.

* New clinic development. With our planned roll-out of new clinic openings,
we are making investments in personnel and procedures for identifying
opportunities and opening new clinics in existing and new markets.

* Marketing and sales. We have established more formal, direct-to-consumer
and physician referral marketing programs.

Shared Services Group

Through our Shared Services group, we provide the following support to our Fertility Centers, Consumer Services and

Vein Clinics Divisions:

14
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* Administrative Services. Our Shared Services group provides our contracted
fertility centers and vein clinics with administrative services, including:
accounting and financial services, such as accounts payable, payroll and
financial reporting; human resources administration; legal services; risk
management; insurance; information systems and services; and strategic
planning.

* Access to Capital. We believe we provide our Partner fertility centers and
vein clinics with a competitive advantage through access to capital for
funding accounts receivable, expansion and growth. We provide our Partner
fertility centers and vein clinics with efficient access to capital which allows
them to obtain current technologies, equipment and facilities that enable them
to provide a full spectrum of services to effectively compete for patients. For
example, we have built new clinical facilities housing state-of-the-art fertility
laboratories for several Partners, which enable them to expand their offerings
to include a number of services that they had previously outsourced, and have
acquired state-of-the-art ultrasound and laser technology for our vein clinics.
We believe this access to capital helps us to recruit Partner practices.

* Integrated Information Systems. Using our established base of treatment
providers, we are continuously developing integrated information systems to
collect and analyze clinical, patient, financial and marketing data, which we
believe allow us to more effectively control expenses and improve cash
collections at our Partner fertility centers and vein clinics. Our proprietary
ARTworks clinical software provides electronic medical records, treatment
plan and success rate research capabilities, decision support functionality and
clinical risk management services, which we believe makes our physicians
more efficient and improves quality of care. We provide our vein clinics
access to our proprietary VPA information system, which is an end-to-end
patient and clinic operating system that provides decision support and revenue
cycle functions.

* Human Resources. Our Shared Services group provides our contracted
fertility centers and vein clinics with human resources services, including:
policies and procedures; arranging for comprehensive benefits and managing
the implementation of those benefits; wage and hour administration;
performance reviews; job descriptions; and overall human capital
management.

Our Industries

Reproductive Medicine

Reproductive medicine encompasses the medical discipline that focuses on male and female reproductive systems and
processes. According to a recent industry estimate, approximately 10% of U.S. couples have trouble conceiving.
There are many reasons why couples have difficulty conceiving, and accurate identification of a specific cause of
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infertility can be time consuming, expensive and requires access to specialized diagnostic and treatment services.
Reproductive endocrinologists are specialized physicians who perform these more sophisticated medical and surgical
fertility diagnoses and treatments. Reproductive endocrinologists generally have completed a minimum of four years
of residency training in obstetrics and gynecology and have at least two years of additional training in an approved
subspecialty fellowship program. There are approximately 1,400 practicing reproductive endocrinologists offering
fertility services across 480 fertility centers in the United States. According to Marketdata Enterprises, Inc.,
expenditures relating to fertility services in the U.S. market were estimated at approximately $4 billion for 2008. The
fertility services market is highly fragmented among providers in each major local market as well as on a national
basis.

Fertility services include diagnostic tests performed on both the female and male. Depending on the results of the
diagnostic tests performed, treatment options may include, among others, fertility drug therapy, artificial insemination
and fertility surgeries to correct anatomical problems. Procedures that require gametes (sperm and eggs) to be handled
in vitro (outside the body) are classified as ART services. Current types of ART services include IVF, frozen embryo
transfers, donor egg programs as well as other more specialized treatments. [IVF treatments are the most frequently
employed form of ART, with 107,095 fresh IVF cycles performed in the United States in 2008 (Society of Assisted
Reproductive Technology). Current techniques used in connection with IVF services include intracytoplasmic sperm
injection, assisted hatching, cryopreservation of embryos, pre-implantation genetic diagnosis and blastocyst culture
and transfer.
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Although demand for advanced reproductive medicine and treatment is highly correlated with larger demographic
trends, we believe the market will continue to grow in the future for the following reasons:

* The quality of treatment is improving, increasing pregnancy success rates;

* Improvements in embryo culture media and implantation rates are leading to the capability of reducing high
order multiple births, which is one of the greatest risk factors in this industry;

* With improving pregnancy rates, the cost of treatment is decreasing
thereby making these services more affordable;

* Demand for reproductive medical services is increasing through greater
public awareness and acceptance of these treatments; and

* Couples are delaying child birth until later in life. In 2006,
approximately one out of every 12 first births was to a woman age 35 or
older, compared with one out of every 100 first births in 1970, according
to the U.S. Centers for Disease Control and Prevention.

While fertility market growth has moderated recently, in line with a demographic trough of couples of family-bearing
age, we believe that we are well positioned to increase our share of the fertility market due to the following factors:

* The benefits arising from consolidation, including the economies of scale
that can be realized by leveraging a corporate infrastructure like ours to
minimize general and administrative expenses as a percentage of fertility
center revenues;

* The need for greater efficiencies to offset rising costs and decreases in
revenue growth;

* The barriers to establishing new fertility centers, including the
capital-intensive nature of acquiring and maintaining state-of-the-art medical
equipment, laboratory and clinical facilities and the need to develop and
maintain specialized information systems to meet the demands of patients
and third-party payors;

* The need for support services like those we provide to address the need for
seven-days-a-week service to respond to patient demands and to optimize
the outcomes of patient treatments;

* The increased need for marketing services like those we provide to address
increasing competition among medical providers specializing in fertility
treatment; and

*  OQur track record of growing contracted fertility center Partners two to three
times faster than fertility centers that are not a part of our network, based on

the number of fresh IVF cycles performed.
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Vein Disease

Phlebology is the medical specialty concerned with the treatment of vein diseases. Common vein diseases and their
symptoms can take many forms, including:

* Varicose veins — which are caused when small valves designed to allow blood
to flow in only one direction fail or leak. This causes blood to flow backwards
under the force of gravity and pool inside the vein;

* Spider veins — which are very small varicose veins. They are thin, threadlike
veins that lie close to the skin’s surface and are commonly red or purple in
appearance. Spider veins can be hormonally induced and are often associated
with pregnancy and menstruation;

* Venous Leg Ulcers — which are non-healing open wounds that are caused by
venous pump failure. It usually occurs near the inside of the ankle, but can be
found anywhere below the knee. It can occur with or without visible varicose
veins;
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» Klippel-Trenaunay Syndrome — which is a rare, congenital disorder in which
patients usually have one hypertrophied leg, a port wine stain and large
varicose veins on the lateral aspect of the leg; and

* Restless Leg Syndrome — which may occur when valves fail, causing blood to
reflux, or flow backwards, causing it to pool and stagnate in the veins,
leading to aching, throbbing, cramping and fatigue in the legs.

Although there are both surgical as well as minimally invasive treatment protocols for vein disease, we specialize in
minimally invasive care. Conventional vein care treatment under both protocols usually begins with an ultrasound
assisted mapping to determine the extent of the disease, generally followed by a surgical or minimally invasive
treatment protocol. Historically, the most common surgical treatment has been a procedure referred to as vein
stripping, which is the surgical removal of surface veins. Vein stripping is generally done as an outpatient procedure
and is performed while the patient is under general anesthesia. Vein stripping may leave scarring and require an
extended recovery time. More recent minimally invasive treatments include ELT and sclerotherapy, which are the
treatments offered by our clinics. ELT is a laser treatment which does not involve hospitalization, general surgery or
the potential for significant scarring that is associated with vein stripping. With ELT, after local anesthesia is
administered, a small optical fiber is inserted through a needle into the varicose vein under ultrasound guidance. The
laser is activated and, as the optic fiber is removed from the vein, it heats and closes the vein. Once the vein is closed,
the blood that was circulating through the vein is naturally rerouted to other healthy veins. Over time, the varicose
vein is absorbed by the body. Sclerotherapy involves injecting abnormal veins with a solution called a sclerosant. This
immediately shrinks the vein and causes it to dissolve over a period of weeks, allowing the body to naturally redirect
the blood flow to healthy veins. A typical sclerotherapy treatment may last for 15 to 20 minutes and consists of
multiple microinjections.

Various demographic trends are contributing to the growth in demand for vein care. Annual expenditures related to
vein care in the United States are approximately $2 billion and are projected to grow 12% per year through 2010,
according to our estimates. The U.S. Food and Drug Administration’s approval of lasers for thermal ablation of veins
and subsequent establishment of an American Medical Association Current Procedural Terminology code for
reimbursement by the Centers for Medicare and Medicaid Services has opened this market to rapid growth and
development over the last several years. We also believe that the market for vein care will continue to grow in the
future as awareness of minimally invasive treatment protocols grows among people with vein disease and as
additional third-party payors recognize the medical necessity of treating vein disease. We believe that approximately
25 million people are currently affected by vein disease in the United States, but only approximately one million
receive treatment for such vein disease.

We believe numerous market conditions in this industry produce business opportunities for us, including:

* The level of specialized skills required for comprehensive patient
treatment;

» Favorable sociological trends including a growing demographic wave
from an aging population;
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The need to develop and maintain specialized management information
systems to meet the increasing demands of patient billing and third-party
payors;

The current fragmented nature of the market, which is comprised of
numerous smaller, independent providers, allowing the opportunity for
market consolidation;
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* New laser and medical technologies that make access to treatment less
painful and disfiguring, coupled with insurance company reimbursement
for these new technologies;

* The large number of people affected by vein disease in the United States
in relation to the relatively low percentage of people who actually receive
treatment for such vein disease; and

* QOur experience recruiting and training physicians in treating varicose
veins and the ability to produce opportunities we believe are financially
attractive to physicians practicing in other areas, such as general practice
or emergency medicine.

Our Strategy

Make Selective Contract Acquisitions of Partner Fertility Centers

The U.S. market for fertility services is highly fragmented and we believe that it is ripe for consolidation. Recruitment
into our Partner Program has traditionally focused on fertility centers that first participate as Affiliates serviced by our
Consumer Services Division; as such, we had an established pipeline of 25 fertility centers as of December 31, 2009.
Affiliate practices have the opportunity to become familiar with the offerings we provide and our commitment to
customer service, which allows the Affiliate practices to see our value proposition first hand. We, in turn, have a
chance to assess a practice’s commitment to growth and utilization of our services without making a significant
up-front financial commitment. In addition to recruiting from Affiliate centers, we have a development staff that
targets leading physician groups with established practices in selected metropolitan markets. These candidates are then
evaluated against our contract acquisition criteria, which includes factors such as size of practice, physician reputation
and the physicians’ growth-oriented outlook. We believe that our competitors’ ability to compete with us for contract
acquisitions is currently limited due to our experience acquiring Partner center contracts, our position as the manager
of what we believe is the largest network of fertility centers in the United States and our developed infrastructure and
experience in delivering valuable services to support fertility center operations.

Expand our Network of Affiliate Fertility Centers

As of December 31, 2009, we had Affiliates in 25 metropolitan markets and intend to expand our network of Affiliate
fertility centers to other metropolitan markets across the United States. We primarily focus our network development
activities on metropolitan markets with populations in excess of 500,000. Because of the relatively low percentage of
the population that seeks fertility treatment, a large population base is required to support a sophisticated fertility
center. Our fertility centers are capable of drawing consumers from a large geographic area and, as such, our
development staff is focused on the top 100 largest metropolitan markets, where we expect the highest demand for
fertility centers to occur.

Develop De Novo Vein Clinics
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We intend to develop new vein clinics in targeted markets. Our past experience suggests that the vein clinics business
can generally support one clinic per one million population in metropolitan markets. Our new clinic development staff
focuses on the following:

* Developing new clinics in markets where we already have existing clinics that
have not fully penetrated their market to take advantage of existing
investments in regional management, managed care contracts, personnel and
marketing capabilities;

11
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* Identifying attractive new markets in states that already have a vein clinic
location and states contiguous to existing vein clinic locations to leverage
regional management, personnel and other infrastructure assets; and

* Identifying locations where we believe there are attractive demographics,
reasonable media costs and a favorable reimbursement environment.

We believe our vein clinic model can be predictably and profitably replicated in new markets. Our ability to develop
de novo vein clinics is demonstrated by the five new vein clinics we opened during 2008 and the new vein clinics we
opened in Cincinnati and Cleveland, Ohio in 2009. We expect to accelerate and increase the number of de novo vein
clinics opened in 2010, however this pace could be affected by challenges in physician recruitment. De novo vein
clinics offer an attractive return on capital as they require relatively little capital investment, typically $300,000, and
usually reach break-even in nine months or less after opening of the clinic.

Increase the Total Number of Patients Treated

We intend to work with our fertility centers and vein clinics to increase the total number of patients they treat. To
achieve this objective we intend to:

* Offer products and services to centers and clinics that help them attract
patients, including access to state-of-the-art equipment, access to our Attain
IVF programs and access to our clinical and information technology
applications;

* Enable fertility centers to enhance their ability to provide superior care
through use of our proprietary ARTworks software, which provides electronic
medical records, treatment plan and success rate research capabilities,
decision support functionality and clinical risk management auditing services;

* Enable vein clinics to enhance their ability to provide superior care through
use of our proprietary VPA information system, which is an end-to-end
patient and clinic operating system that provides decision support and revenue
cycle functions;

* Help our fertility centers and vein clinics drive additional patient volume
through our sales and marketing efforts, including our direct-to-consumer
advertising, internet marketing, physician referral development and providing
marketing materials and programs to our fertility centers and vein clinics for
their use; and

* Convert initial potential patient contacts into patients treated at our centers
and clinics. We believe we can accomplish this through the protocols we
established for our call center professionals and contact follow up procedures
our center and clinic staff employ to ensure patients attend their consultation
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and all scheduled treatments.

Increase Penetration of Our Attain IVF Programs

Currently, many third-party payors provide limited coverage for the diagnosis and treatment of infertility. Our Attain
IVF programs, which are offered directly to patients, have been designed to offer attractive financial options to
prospective patients. For the twelve months ended December 31, 2009, approximately 12.4% of self-pay patients in
our Partner and Affiliate network utilized our Attain IVF Refund Program. We formally introduced our Attain IVF
Multi-Cycle Program in July 2009. We believe that the penetration of our Attain IVF programs can be meaningfully
increased by educating patients on the improved success rates associated with multiple treatment cycles and the
packaged pricing features of our Attain IVF programs, which allow for multiple treatment cycles and, in the case of
our Attain IVF Refund Program, a significant financial refund if the treatments are unsuccessful. We also believe we
can increase overall market penetration of our Attain IVF programs by demonstrating to physicians at potential
Affiliate and Partner practices the benefit of increased patient volume and retention that we believe result from
offering our Attain IVF programs. We have demonstrated the ability to increase Attain IVF Refund Program
penetration because certain of our fertility centers had Attain IVF Refund Program penetration rates in excess of 25%
during the twelve months ended December 31, 2009.

12
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Continue Improving Operating Efficiencies

We continuously seek opportunities to lower costs and realize operating efficiencies through the implementation of a
centralized infrastructure focused on improved accounts receivable management, along with leveraging economies of
scale in support functions such as procurement, finance, information technology, human resources, risk management
and legal services. We expect to further leverage our corporate infrastructure as we expand our network of Partner
fertility centers and vein clinics.

Sales and Marketing

The marketing departments for our Fertility Centers, Consumer Services and Vein Clinics Divisions specialize in the
development of sophisticated marketing and sales programs that give contracted fertility centers and vein clinics
access to business-building techniques designed to facilitate growth and development. Although we believe these
marketing and sales efforts are often too expensive for many individual physician practices, affiliation with us
provides access to greater marketing and sales capabilities than would otherwise be available. In addition, our
Consumer Services Division is focused on direct-to-consumer marketing, which we believe represents a competitive
advantage over non-affiliated fertility centers. Our marketing services focus on referral enhancement, relationships
with local physicians, media and public relations.

We operate web portals that: allow visitors access to educational material concerning infertility and vein care issues;
provide links to our fertility Partner and Affiliate practices; provide links to our vein clinics; allow prospective
patients to request fertility and vein care appointments or follow up contact; and allow prospective patients to request
information on our Attain IVF programs and apply for treatment financing.

Competition

Our business divisions operate in highly competitive areas. Our fertility centers compete with national, regional and
local physician practice fertility centers, hospitals and university medical centers, some of which have programs that
compete with our Attain IVF programs. Our fertility centers may also compete with fertility centers located outside of
the United States, due to the self-pay nature of IVF treatment. Our vein clinics compete with other vein care clinic
providers, dermatologist and surgical clinics that provide ELT and sclerotherapy as an ancillary offering, vascular
surgeons and interventional radiologists. Barriers to entry in the vein care industry are low. We do not believe that we
currently face significant competition providing managerial services to fertility centers and vein clinics. We believe
that the fertility centers and vein clinics we work with are well positioned to compete in our markets based on the
reputations of the physicians providing services at those centers and clinics; however, there can be no assurance that
these centers and clinics will be able to compete effectively with existing providers in our markets or that new
competitors will not enter into our markets. These existing and new competitors may have greater financial and other
resources than we or our fertility centers or vein clinics do. See “Risk Factors — We face increased competition from
existing providers, as well as new providers entering our markets.”

Health Care Regulation
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The health care industry is highly regulated. Our ability to operate profitably will depend in part upon our ability, and
the ability of our affiliated physicians and physician practice groups, to obtain and maintain all licenses and other
approvals necessary to comply with applicable health care regulations. We believe that health care regulations will
continue to change. Therefore, we monitor developments in health care law, and we are likely to be required to modify
our operations from time to time as our business and the regulatory environment changes. Many aspects of our current
and anticipated business operations have not been the subject of specific judicial or regulatory interpretation. A review
of our business by courts or regulatory authorities may result in a determination that could adversely affect our
operations. In addition, the health care regulatory environment may change in a way that restricts our operations.
Future changes in health care regulation are difficult to predict and may constrain or require us to restructure our
operations, which could negatively impact our business and operating results.

13
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Physician Licensure Laws

The practice of medicine is subject to state licensure laws, regulations and approvals. We have established a system
designed to ensure that the physicians at our fertility centers and vein clinics are appropriately licensed under
applicable state law. If physicians at the centers or clinics fail to renew their licenses on an annual basis or fail to
maintain an unrestricted license, our business, financial condition and results of operations may be negatively
impacted.

Corporate Practice of Medicine

Some states have laws that prevent business entities like us from practicing medicine, employing physicians and other
individuals licensed in the healing arts or other learned profession and exercising control over their decisions, also
known, collectively, as the corporate practice of medicine. In some states these prohibitions are expressly stated in a
statute or regulation, whereas in other states the prohibition is a matter of judicial or regulatory interpretation.
Additionally, in those states which apply such prohibitions to individuals licensed in the healing arts or other learned
profession, it is not clear whether physician assistants or nurse practitioners would be subject to such prohibitions.

In states that prohibit the corporate practice of medicine, we operate by maintaining long-term management contracts
with affiliated medical practices, which are each owned and operated by physicians and which employ or contract
with additional physicians. Under such an arrangement, the laws of most states focus on the extent to which the
corporation exercises control over the physicians and on the ability of the physicians to use their own professional
judgment as to diagnosis and treatment. We do not represent to the public that we offer medical services, and we do
not exercise influence or control over the practice of medicine by physicians or by their affiliated medical practices. In
each of these states, the affiliated fertility center or vein clinic is the sole employer of the physicians, and the affiliated
fertility center or vein clinic retains the full authority to direct the medical, professional and ethical aspects of its
medical practice. Our fertility centers and vein clinics are duly licensed or qualified as a medical practice or foreign
corporation in the states where such license or qualification is required.

Corporate practice of medicine laws and their interpretations are continually evolving and may change in the future.
Moreover, these laws and their interpretations are generally enforced by state courts and regulatory agencies that have
broad discretion in their enforcement. Although we neither employ physicians nor provide medical services in those
states that prohibit the corporate practice of medicine, a state court or enforcement agency may conclude that we are
engaged in the corporate practice of medicine in those states where we employ nurse practitioners and physician
assistants who work under the supervision of the physicians at our fertility centers and vein clinics or because we
provide services to physicians in connection with their performance of professional medical services through our
management contracts.

Although we have not received notification from any state regulatory or similar authority asserting that we are
engaged in the corporate practice of medicine, to the extent any act or service to be performed by us is construed by a
court or enforcement agency as constituting the practice of medicine in a particular jurisdiction, we cannot be sure that
such court or enforcement agency would not construe our arrangements as violating that jurisdiction’s corporate
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practice of medicine doctrine. If such a claim were successful, we could be subject to civil and criminal penalties,
could be required to restructure or terminate our applicable contractual arrangements and managed physicians could
have restrictions imposed upon their licenses to practice medicine. Additionally, a physician shareholder of a managed
practice might successfully avoid restrictions on the practice’s ability to operate independent of our management on the
grounds that the managed practice’s management arrangement with us violates the state’s prohibition on the corporate
practice of medicine. Such results or the inability of us or the managed practices to restructure our relationships to
comply with such prohibitions could have an adverse effect on our business, financial condition and results of
operations.

14
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Fee Splitting

The laws of some states prohibit physicians from splitting with anyone, other than providers who are part of the same
group practice, any professional fee, commission, rebate or other form of compensation for any services not actually
and personally rendered. The precise language and judicial interpretation of fee-splitting prohibitions varies from state
to state.

Courts in a number of states, including Illinois, have interpreted fee-splitting statutes as prohibiting all percentage of
gross revenue and percentage of net profit management fee arrangements, despite the performance of legitimate
management services. Prior to November 1, 2009, our management agreement with our Partner fertility center in
linois provided that we be paid a base fee equal to a fixed percentage of the revenues of the fertility center that
declined to zero to the extent the costs relating to the management of the fertility center increase as a percentage of
total revenues. Due to the substantial risk that this compensation arrangement, being based on a percentage of
revenues, would not be upheld if challenged under Illinois law, we entered into a new compensation agreement with
this fertility Partner effective November 1, 2009. Under the terms of our new cost-plus agreement our fees are now
equal to reimbursement of our costs incurred in operating the center, plus 9.5%.

Fee-splitting laws and their interpretations vary from state to state and are enforced by state courts and regulatory
authorities that have broad discretion in their enforcement. For example, our Attain IVF Refund Program could be
interpreted by one or more state regulators as a prohibited fee split to the extent that we retain a portion of the
payments patients pay directly to us for their medical treatment by our fertility centers. There can be no assurance that
these laws will be interpreted in a manner consistent with our practices or that other laws or regulations will not be
enacted in the future that could have a material adverse effect on our business, financial condition and operating
results. Penalties for violating fee-splitting statutes or regulations may include the medical license revocation,
suspension, probation or other disciplinary action of the providers affiliated with our fertility centers or vein clinics
who have been found to violate the fee-splitting statutes or regulations.

In addition, courts have refused to enforce contracts found to violate state fee-splitting prohibitions. To the extent any
of our contractual arrangements are construed by a court or enforcement agency as violating a jurisdiction’s
fee-splitting laws, there is a possibility that some provisions of our agreements may not be enforceable. For example, a
physician shareholder of a managed practice might successfully avoid payment of a management fee on the grounds
that the management arrangement violates the state’s fee-splitting prohibition. We also may be required to redesign or
terminate our arrangements, including our Attain IVF programs, and our relationships with our fertility centers or vein
clinics in order to bring their activities into compliance with such laws. The termination of, or our failure to,
successfully restructure, any such relationship could have a material adverse affect on our business, financial
condition and operating results. In particular, a forced restructuring of our management fee could have a material
impact on us. In addition, expansion of our operations to new jurisdictions could require structural and organizational
modifications of our relationships with our fertility centers in order to comply with additional statutes.

Further, although our management agreements with our vein clinics provide that each vein clinic pay us a fee equal to
150% of our expenses of operating and managing the vein clinic, these fees have historically exceeded the operating
margin generated by any particular vein clinic prior to payment of the management fee. Accordingly, each vein clinic
only pays the portion of the management fee that is equal to the amount of revenue generated by the clinic annually up
to the 150% amount. As a result, our vein clinics do not generate any net profits at year end. In those states that have
interpreted fee-splitting statutes as prohibiting a percentage of net revenue management fee arrangements where we

29



Edgar Filing: INTEGRAMED AMERICA INC - Form 10-K

have vein clinics, there is material risk that a regulator could recharacterize our management fee as 100% of net
revenue in violation of such states’ fee-splitting statutes which would subject physicians affiliated with our vein clinics
to disciplinary actions or civil penalties.

Courts in other states, including Maryland, where we have two vein clinics, have interpreted their fee-splitting statutes
to prohibit non-physicians from receiving fees in connection with the management of a physician practice that do not
bear a reasonable relationship to the services being rendered based on the fair market value of such services. A state
regulator could conclude that 150% of our expenses does not bear a reasonable relationship to the services
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being rendered because none of our vein clinics generate sufficient revenues to pay the full management fee. If our
management fee were to be challenged in a state such as Maryland, there is substantial risk that this compensation
method would not be upheld, which could subject the providers who are affiliated with the vein clinics in Maryland to
disciplinary action as well as civil penalties. We also have vein clinics in Wisconsin, Tennessee and Kansas which
have a similar requirement that the management fee reflect the fair market value of the services being rendered and
impose disciplinary actions, civil penalties and criminal penalties on the physicians who are affiliated with our vein
clinics in those locations if such fee does not reflect the fair market value of the services being rendered.

Federal and State Anti-Kickback Prohibitions

Various federal and state laws govern financial arrangements among health care providers. The federal anti-kickback
law prohibits the knowing and willful offer, payment, solicitation or receipt of any form of remuneration in return for,
or with the purpose to induce, the referral of Medicare, Medicaid or other federal health care program patients, or in
return for, or with the purpose to induce, the purchase, lease or order of items or services that are covered by
Medicare, Medicaid or other federal health care programs. Similarly, many state laws prohibit the solicitation,
payment or receipt of remuneration in return for, or to induce, the referral of patients to private as well as government
programs in violation of these statutes.

Federal and state anti-kickback statutes are very broad and it is possible that a court could conclude that the marketing
services we offer in exchange for a management fee based on a percentage of net profits constitutes a payment in
violation of these statutes. Our fertility centers and vein clinics are also subject to these statutes, but we do not oversee
and are not responsible for their compliance with these laws.

Violations of these anti-kickback laws may result in substantial civil or criminal penalties for individuals or entities.
These laws may be enforced by the government or by private individual whistleblowers. If we or our fertility centers
or vein clinics are found to have violated federal or state anti-kickback laws, our business, operations or financial
condition could be adversely affected.

Physician Self-Referral Prohibitions

The federal physician self-referral statute, known as the “Stark”™ statute, prohibits a physician from making a referral for
certain designated health services to any entity with which the physician has a financial relationship, unless there is an
exception in the statute that allows the referral. The entity that receives a prohibited referral from a physician may not
submit a bill to Medicare for that service. Federal courts have ruled that a violation of the Stark statute, as well as a
violation of the federal anti-kickback law described above, can serve as the basis for a Federal False Claims Act suit.
Many state laws prohibit physician referrals to entities with which the physician has a financial interest, or require that
the physician provide the patient notice of the physician’s financial relationship before making the referral. Violation
of the Stark statute and state laws prohibiting physician referrals can result in substantial civil penalties for both the
referring physician and any entity that submits a claim for a health care service made pursuant to a prohibited referral.
Although we have structured our arrangements with our fertility centers and vein clinics to comply with the Stark
statute and state laws prohibiting certain physician referrals, because of the complexity of these laws, these laws could
be interpreted in a manner inconsistent with our operations. In addition, our fertility centers and vein clinics are
themselves subject to these laws, but we do not oversee and are not responsible for their compliance with these laws.
Federal or state self-referral regulation could adversely impact our arrangements with certain customers, and our
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ability to market our services directly to physicians in a position to refer patients to our fertility centers and vein
clinics.

False Claims

Under separate federal statutes, submission of false or fraudulent claims to government payors may lead to civil
monetary penalties, criminal fines and imprisonment and/or exclusion from participation in the Medicare, Medicaid
and other federally-funded health care programs. These false claims statutes include the Federal False Claims Act,
which allows any person to bring suit alleging false or fraudulent Medicare or Medicaid claims or other violations of
the statute and to share in any amounts paid by the entity to the government in fines or settlement. In some
jurisdictions, even claims that were accurately submitted for medically necessary health care services have been held
by courts
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to be “false” where the provider was not in compliance with federal anti-kickback or Stark laws, or applicable Medicare
regulations. These private actions have increased significantly in recent years and have increased the risk that we or

our vein clinics will have to defend a false claims action, pay fines or be excluded from participation in the Medicare
and/or Medicaid programs as a result of an investigation involving our fertility centers or vein clinics arising out of
such an action.

Business of Insurance

Laws and regulatory approaches to insurance are state specific and vary widely from state to state. Although most
states supply statutory definitions of “insurance,” these definitions are subject to disparate interpretation by state courts,
attorney generals and regulators. Our Attain IVF programs have several characteristics that are present in an insurance
contract. We view our Attain IVF programs as guaranties or warranties of our fertility centers’ performance; however,
it is possible that an insurance regulator in a state where we conduct business could take the position that our Attain
IVF programs are insurance and should be regulated as such by the state. If we are found to have engaged in the
business of insurance without a license, we could be subject to criminal and civil penalties or be forced to comply with
burdensome reserve requirements or restructure the programs.

Health Insurance Portability and Accountability Act of 1996

Health care providers, health care clearinghouses and operators of health plans (collectively, “covered entities”) are
significantly affected by certain health information requirements contained in HIPAA. HIPAA and its implementing
regulations established national standards for, among other things, certain electronic health care transactions, the use
and disclosure of certain individually identifiable patient health information and the security of the electronic systems
maintaining this information. These are commonly known as the HIPAA transaction and code set standards, privacy
standards and security standards, respectively.

HIPAA allows covered entities to disclose protected health information to “business associates” if the covered entities
obtain satisfactory assurances that the business associate will use the information only for the purposes for which it

was engaged by the covered entity, will safeguard the information from misuse and will help the covered entity

comply with some of the covered entity’s duties under HIPAA. We are a “business associate” under HIPAA because we
perform services for or on behalf of covered entities, such as our fertility centers or vein clinics, that involve the use or
disclosure of protected health information. We enter into business associate agreements with covered entities and are
contractually obligated to comply with the requirements of those agreements.

The American Recovery and Reinvestment Act of 2009, specifically the portion known as the Health Information
Technology for Economic and Clinical Health Act (the “HITECH Act”), expanded the scope and application of HIPAA,
including, among other things, applying the security and certain privacy provisions of HIPAA directly to business
associates. Application of these rules to business associates is a significant change. Previously, liability under HIPAA
rested exclusively with the covered entity. Under the HITECH Act, the business associate now has responsibility and
liability directly for a breach.

On February 17, 2010, certain administrative, physical and technical safeguards and policy, procedure, and
documentation requirements of the security standards under HIPAA began applying to a business associate in the
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same manner that they apply to a covered entity. For example, breaches of the security of electronic health records
may require disclosure to affected individuals, news media and the Secretary of the U.S. Department of Health and
Human Services. Such requirements must be incorporated into the business associate agreement between the business
associate and the covered entity.

Under the HITECH Act, business associates will face criminal and civil liabilities for failure to comply with HIPAA.
Criminal penalties may be imposed against persons who obtain or disclose protected health information without
authorization. In addition, a state’s attorney general can bring civil actions against a person on behalf of residents of the
state that are adversely affected by violations of either HIPAA or the HITECH Act. The attorney general can

17

34



Edgar Filing: INTEGRAMED AMERICA INC - Form 10-K

either seek to enjoin further violations or obtain money damages on behalf of the residents harmed. The

U.S. Department of Health and Human Services is also beginning to perform periodic audits of health care providers
to ensure that required policies under the HITECH Act are in place. In addition, individuals harmed by violations will
be able to recover a percentage of monetary penalties or a monetary settlement based upon methods established by the
U.S. Department of Health and Human Services for this private recovery. HIPAA also authorizes the imposition of
civil monetary penalties against entities that employ or enter into contracts with individuals or entities that have been
excluded from participation in the Medicare or Medicaid programs, which means that we could be subject to penalties
if our fertility centers, vein clinics or employees are excluded from participation in the Medicare or Medicaid
programs. Any failure to comply with these laws could have an adverse impact on our business, operations or
financial condition.

Antitrust Laws

In connection with the corporate practice of medicine laws referred to above, our fertility centers and vein clinics are
organized as separate legal entities. As such, our fertility centers and vein clinics may be deemed to be persons
separate from both us and each other under antitrust laws and, accordingly, subject to a wide range of laws that
prohibit anti-competitive conduct among separate legal entities. There can be no assurance that a review of our
business by courts or regulatory authorities would not have a material adverse effect on our operation or the operation
of our fertility centers or vein clinics.

Future Legislation and Regulation

Health care providers are subject to federal, state and local laws and regulations, and sanctions imposed under or
changes to such laws or regulations could adversely affect our operations or financial results. The federal fiscal year
2010 budget establishes a reserve fund of more than $630 billion over the next 10 years to finance fundamental reform
of the United States’ health care system, in an effort to reduce costs and expand health care coverage. The fund will be
paid for by a combination of tax revenue and reductions in Medicare and Medicaid spending.

In addition, the White House announced in July 2009 that it had reached agreement with leading hospital groups,
including the American Hospital Association, to cut federal payments under Medicare and Medicaid by $155 billion
over 10 years as part of a plan to offset a portion of the cost of a national health insurance and health reform proposal.
Much of these savings are reported to be derived from across-the-board cuts in Medicare hospital payments, with at
least $50 billion in the cuts linked directly to increases in the number of uninsured who would be provided coverage
under the proposed national health insurance proposal.

There are currently numerous proposals on the federal and state levels for comprehensive reforms relating to health
care that could affect payment and reimbursement for health care services in the United States. The U.S. Congress is
considering legislation that could dramatically overhaul the health care system, including the possibility of a
government health care plan. If national reform legislation is enacted, we may benefit from certain provisions thereof,
and, conversely, may be adversely affected by other provisions. For example, because our Attain IVF programs are
self-pay programs for patients that do not have insurance coverage for fertility treatments, health care reform that
increases insurance coverage for fertility treatments could lead to a decrease in demand for our Attain IVF programs.
We cannot predict whether any such reforms will ultimately be adopted or the impact that such reforms may have on
the demand or payment for our services.
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Employees

As of December 31, 2009, we had 1,322 employees. Of these, 1,073 were employed by our Fertility Centers Division,
15 by our Consumer Services Division, 202 by our Vein Clinics Division and 32 were employed at our corporate
headquarters, including 8 who were executive management. Of the 1,322 employees, 145 were employed on a
part-time basis and 101 were employed on a per diem basis. We are not a party to any collective bargaining
agreement and we believe that our employee relationships are good.

Segment Information

We follow the requirements contained in ASC 280, with respect to identifying and reporting business segments. This
statement requires that segment reporting reflect our organizational structure, major revenue sources, lines of
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responsibility and senior management’s perspective of an organization. With the acquisition of Vein Clinics of
America (VCA) during the third quarter of 2007, we reorganized our service offerings into three major product

lines: Fertility Centers, Consumer Services and Vein Clinics. Each of the operating segments includes an element of

overhead specifically associated with it. Such overhead costs were previously reported as General and Administrative

costs, and have been reclassified in all periods presented to better reflect the operating results of our business

segments.

Performance by segment, for the three years ended December 31 2009, 2008 (restated) and 2007 (restated) are
presented below (000’s omitted):

Vein

Fertility = Consumer  Clinics Corp.

Centers Services (D) G&A  Consolidated
For the Year ended
December 31, 2009
Revenues $145,309 20,826 50,625  $— $ 216,760
Cost of Services $133,706 15,639 46,525 — 195,870
Contribution 11,603 5,187 4,100 — 20,890
Operating Margin 8.0 % 249 % 8.1 % — 9.6 %
General and administrative 0 0 0 12,155 12,155
Interest (income) expense,
net
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