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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

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

For the quarterly period ended March 31, 2012.

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

For the transition period from              to             .

Commission file number: 000-49796

COMPUTER PROGRAMS AND SYSTEMS, INC.
(Exact Name of Registrant as Specified in Its Charter)
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Delaware 74-3032373
(State or Other Jurisdiction of

Incorporation or Organization)

(I.R.S. Employer

Identification No.)

6600 Wall Street, Mobile, Alabama 36695
(Address of Principal Executive Offices) (Zip Code)

(251) 639-8100

(Registrant�s Telephone Number, Including Area Code)

N/A

(Former Name, Former Address and Former Fiscal Year, if Changed Since Last Report)

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.    Yes  x    No  ¨

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 during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files).    Yes  x    No  ¨

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 the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer x

Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  x

As of May 4, 2012, there were 11,063,220 shares of the issuer�s common stock outstanding.
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PART I

FINANCIAL INFORMATION

Item 1. Financial Statements.
COMPUTER PROGRAMS AND SYSTEMS, INC.

CONDENSED BALANCE SHEETS

March 31,
2012

December 31,
2011

(Unaudited)
Assets
Current assets:
Cash and cash equivalents $ 8,557,769 $ 6,664,482
Investments 17,567,201 16,486,688
Accounts receivable, net of allowance for doubtful accounts of $1,264,000 and $1,276,000, respectively 22,478,258 21,521,260
Financing receivables, current portion, net 3,721,683 3,780,621
Inventories 2,011,885 1,838,937
Deferred tax assets 2,538,237 2,543,624
Prepaid income taxes �  834,750
Prepaid expenses and other 932,679 498,172

Total current assets 57,807,712 54,168,534
Property and equipment
Land 2,848,276 2,848,276
Buildings and improvements 8,434,708 8,779,673
Maintenance equipment 2,311,380 4,638,219
Computer equipment 4,993,895 9,391,704
Leasehold improvements 1,937,524 1,937,524
Office furniture and equipment 2,013,673 2,959,534
Automobiles 200,924 190,542

22,740,380 30,745,472
Less accumulated depreciation (5,456,442) (13,326,241) 

Property and equipment, net 17,283,938 17,419,231
Financing receivables 4,929,769 4,056,748

Total assets $ 80,021,419 $ 75,644,513

Liabilities and Stockholders� Equity
Current liabilities:
Accounts payable $ 2,749,997 $ 2,469,157
Deferred revenue 6,149,253 5,589,792
Accrued vacation 3,458,728 3,211,693
Income taxes payable 2,859,829 �  
Other accrued liabilities 5,128,208 5,399,996

Total current liabilities 20,346,015 16,670,638
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Deferred tax liabilities 1,381,979 1,589,838

Stockholders� equity:
Common stock, $0.001 par value; 30,000,000 shares authorized; 11,063,220 shares issued and outstanding 11,063 11,063
Additional paid-in capital 31,905,111 31,582,108
Accumulated other comprehensive income 33,796 7,380
Retained earnings 26,343,455 25,783,486

Total stockholders� equity 58,293,425 57,384,037

Total liabilities and stockholders� equity $ 80,021,419 $ 75,644,513

See accompanying notes.
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COMPUTER PROGRAMS AND SYSTEMS, INC.

CONDENSED STATEMENTS OF INCOME (Unaudited)

Three months ended March 31,
2012 2011

Sales revenues:
System sales $ 17,074,518 $ 15,606,726
Support and maintenance 18,136,620 16,162,023
Business management services 9,278,269 8,611,484

Total sales revenues 44,489,407 40,380,233

Costs of sales:
System sales 11,899,244 12,120,834
Support and maintenance 7,668,767 6,443,811
Business management services 5,653,953 4,679,748

Total costs of sales 25,221,964 23,244,393

Gross profit 19,267,443 17,135,840

Operating expenses:
Sales and marketing 3,640,460 2,925,028
General and administrative 6,627,604 5,719,574

Total operating expenses 10,268,064 8,644,602

Operating income 8,999,379 8,491,238

Other income:
Interest income 159,136 153,335

Total other income 159,136 153,335

Income before taxes 9,158,515 8,644,573

Income taxes 3,509,465 3,271,406

Net income $ 5,649,050 $ 5,373,167

Net income per share - basic $ 0.51 $ 0.49

Net income per share - diluted $ 0.51 $ 0.49

Weighted average shares outstanding
Basic 11,063,220 10,962,874
Diluted 11,063,220 10,962,874

Dividends declared per share $ 0.46 $ 0.36

See accompanying notes.
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COMPUTER PROGRAMS AND SYSTEMS, INC.

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (Unaudited)

Three months ended March 31,
2012 2011

Net income $ 5,649,050 $ 5,373,167
Other comprehensive income, net of tax
Unrealized gain on investments available for sale, net of tax 26,416 4,452

Total other comprehensive income, net of tax 26,416 4,452

Comprehensive income $ 5,675,466 $ 5,377,619

See accompanying notes.
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COMPUTER PROGRAMS AND SYSTEMS, INC.

CONDENSED STATEMENT OF STOCKHOLDERS� EQUITY (Unaudited)

Common
Shares

Common
Stock

Additional

Paid-in
Capital

Accumulated
Other

Comprehensive
Income

Retained
Earnings

Total
Stockholders�

Equity

Balance at December 31, 2011 11,063,220 $ 11,063 $ 31,582,108 $ 7,380 $ 25,783,486 $ 57,384,037

Net income �  �  �  �  5,649,050 5,649,050
Unrealized gain on investments held for sale,
net of tax �  �  �  26,416 �  26,416
Stock-based compensation �  �  305,001 �  �  305,001
Dividends �  �  �  �  (5,089,081) (5,089,081) 
Income tax benefit from restricted stock
dividends �  �  18,002 �  �  18,002

Balance at March 31, 2012 11,063,220 $ 11,063 $ 31,905,111 $ 33,796 $ 26,343,455 $ 58,293,425
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a reverse stock split. If the stockholders approve only the reduction in the number of authorized shares, but not the proposal
to effect the reverse stock split, the Board of Directors would not file any Certificate of Amendment to the Company's
Certificate of Incorporation and would not effect a reverse stock split or a reduction in the number of authorized shares.

�
Stockholders do not approve either proposal.  If the stockholders do not approve either proposal, the Board of Directors
would not have the authority to file any Certificate of Amendment to the Company's Certificate of Incorporation and would
not effect a reverse stock split or a reduction in the number of authorized shares.

Purpose of the Reverse Stock Split and Reduction in the Number of Authorized Shares of Common Stock

        The Board of Directors believes that it is in the best interests of the Company and its stockholders to reduce the number of issued and
outstanding shares through a reverse stock split. Immediately following the completion of the reverse stock split, the number of shares of
common stock issued and outstanding or held in treasury will be reduced proportionately based on the reverse stock split ratio of 1-for-3.

        The Board of Directors further believes that the increased price per share of common stock expected as a result of implementing the reverse
stock split may improve marketability of the common stock and may encourage interest and trading in the common stock. For example:

�
The Board of Directors believes that some institutional investors and investment funds may be reluctant to invest, and in
some cases may be prohibited from investing, in stocks with a price per share lower than $5 and that brokerage firms may be
reluctant to recommend stocks with a price per share lower than $5 to their clients. The reverse stock split may increase the
likelihood that the common stock market price will be at a level that would be viewed more favorably by potential investors.

�
The Board of Directors believes that stockholders may not be able to borrow against their shares of common stock if the per
share stock price is less than $5 per share. The Board of Directors believes that the ability of stockholders to borrow against
their shares may encourage ownership of the common stock by enabling stockholders to borrow against the common stock.

�
Brokerage commissions, as a percentage of the total transaction, tend to be higher for stocks with a lower price per share. As
a result, certain investors may also be dissuaded from purchasing stocks with a lower price per share. A higher stock price
after the reverse stock split may reduce this concern.

        The Board of Directors believes it is appropriate to reduce the authorized number of shares from 100,000,000 shares consisting of
81,761,465 shares of common stock and 18,238,535 shares of preferred stock to 33,333,000 shares consisting of 27,253,000 shares of common
stock and 6,080,000 shares of preferred stock in connection with the reverse stock split. As a result, the reverse stock split would not result in a
substantial increase in the amount of authorized but unissued shares of common stock and in the ratio of authorized but unissued shares of
common stock to issued and outstanding shares of common stock.

Board Discretion to Implement the Reverse Stock Split and Reduction in the Number of Authorized Shares

        The Board of Directors expects to implement the reverse stock split, if authorized, either with or without the reduction in the number of
authorized shares, depending on stockholder authorization, shortly following the Annual Meeting. However, the Board of Directors will not
implement the reverse stock split if the Board of Directors determines that the reverse stock split or a reduction in the number of authorized
shares, if authorized by the stockholders, would not be in the best interests of the Company and its
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stockholders. In making such determination, the Board of Directors will consider a number of factors, including existing and expected
marketability and liquidity of the common stock, prevailing market conditions, the likely effect on the market price of our common stock and
any other material information that becomes available to the Board of Directors.

        If the Board of Directors has not implemented the reverse stock split by the 2011 Annual Meeting of Stockholders, stockholder approval
would be required again prior to implementing any reverse stock split.

        No further action on the part of stockholders will be required to either implement or abandon the reverse stock split and, if authorized by
the stockholders, the reduction in the number of authorized shares. If the reverse stock split proposal is approved by stockholders and the Board
of Directors determines to implement the reverse stock split, either with or without the reduction in the number of authorized shares, depending
on stockholder authorization, the Company would communicate to the public, prior to the effective date of the reverse stock split, additional
details regarding the reverse stock split.

Risks of Proposed Reverse Split

The proposed reverse stock split may not increase the Company's stock price over the long-term, which would prevent the Company from
realizing some of the anticipated benefits of the reverse stock split.

        The Company's board of directors expects that a reverse stock split of the Company's common stock will increase the market price of the
common stock. However, the effect of a reverse stock split upon the market price of the Company's common stock cannot be predicted with any
certainty, and the history of similar stock split combinations for companies in like circumstances is varied. It is possible that the per share price
of the Company's common stock after the reverse stock split will not rise in proportion to the reduction in the number of shares of common stock
outstanding resulting from the reverse stock split, and there can be no assurance that the market price per post-reverse split share will either
exceed or remain in excess of the post-reverse split share price for a sustained period of time. The market price of the Company's common stock
may be based also on other factors which may be unrelated to the number of shares outstanding, including the Company's future performance.

The proposed reverse stock split may decrease the liquidity of the Company's stock.

        The liquidity of the Company's common stock may be harmed by the proposed reverse split given the reduced number of shares that would
be outstanding after the reverse stock split, particularly if the stock price does not increase as a result of the reverse stock split.

The Company's total market capitalization immediately after the proposed reverse stock split may be lower than immediately before the
proposed reverse stock split.

        There are numerous factors and contingencies that could affect the Company's stock price following the proposed reverse stock split,
including the status of the market for the Company's stock at the time, the Company's reported results of operations in future periods, and
general economic, market and industry conditions. Accordingly, the market price of the Company's common stock may not be sustainable at the
direct arithmetic result of the reverse stock split (for example, based on the closing price of the Company's common stock on the NASDAQ
Global Select Market on the record date of $            per share, the direct arithmetic result of the reverse stock split would be a post-split market
price for the Company's common stock of $            per share). If the market price of the Company's common stock declines after the reverse
stock split, the Company's total market capitalization (the aggregate value of all of the Company's outstanding common stock at the then existing
market price) after the split will be lower than before the split.
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The reverse stock split may result in some stockholders owning "odd lots" that may be more difficult to sell or require greater transaction costs
per share to sell.

        The reverse stock split may result in some stockholders owning "odd lots" of less than 100 shares of the Company's common stock on a
post-split basis. Odd lots may be more difficult to sell, or require greater transaction costs per share to sell, than shares in "round lots" of even
multiples of 100 shares.

Effect on the Number of Authorized Shares

        Although the proposed reverse stock split will not affect the rights of stockholders or any stockholder's proportionate equity interest in the
Company, subject to the treatment of fractional shares, if the stockholders approve the reverse stock split, but do not approve the corresponding
reduction in the number of authorized shares, the number of authorized but unissued shares of common stock would increase substantially. The
issuance in the future of authorized shares may have the effect of diluting the earnings per share and book value per share, and the stock
ownership and voting rights of the currently outstanding shares of common stock. In addition, the increase in the number of authorized but
unissued shares may be construed as having an anti-takeover effect. The Company is not proposing the reverse stock split for the purpose of
increasing the number of authorized shares and the Company does not currently have plans to issue any of the authorized shares. However, the
Company could, subject to the Board of Directors' fiduciary duties and applicable law, issue such additional authorized shares to purchasers who
might oppose a hostile takeover bid or any efforts to amend or repeal certain provisions of the Certificate of Incorporation or bylaws. Such a use
of these additional authorized shares could render more difficult, or discourage, an attempt to acquire control of the Company through a
transaction opposed by the Board of Directors.

Impact of the Proposed Reverse Stock Split and Reduction in the Number of Authorized Shares if Implemented

        The reverse stock split would affect all of the Company's stockholders uniformly and would not affect any stockholder's percentage
ownership interests or proportionate voting power, except to the extent that the reverse stock split could result in any of the Company's
stockholders receiving cash in lieu of a fractional share. As described below, stockholders otherwise entitled to fractional shares as a result of the
reverse stock split will receive cash payments in lieu of such fractional shares. These cash payments will reduce the number of post-reverse
stock split stockholders to the extent there are presently stockholders who would otherwise receive less than one share of common stock after the
reverse stock split. The other principal effects of the reverse stock split will be that:

�
the number of issued and outstanding shares of common stock will be reduced proportionately based on the reverse stock
split ratio of 1-for-3;

�
based on the reverse stock split ratio of 1-for-3, the per share exercise price of all outstanding option awards will be
increased proportionately, and the number of shares of common stock issuable upon the exercise of all outstanding option
awards and the vesting of all unvested restricted stock units will be reduced proportionately. These adjustments will result in
approximately the same aggregate exercise price being required to be paid for all outstanding option awards upon exercise,
although the aggregate number of shares issuable upon the exercise of such option awards will be reduced proportionately
following the reverse stock split;

�
the number of shares reserved for issuance and any maximum number of shares with respect to which equity awards may be
granted to any participant under the Company's equity-based compensation plans will be reduced proportionately based on
the reverse stock split ratio of 1-for-3; and
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�
in addition, the reverse stock split will likely increase the number of stockholders who own odd lots (less than 100 shares).
Stockholders who hold odd lots may experience an increase in the cost of selling their shares and may have greater difficulty
in executing sales.

        The reduction in the number of authorized shares would reduce the total number of shares that the Company may issue from 100,000,000
shares consisting of 81,761,465 shares of common stock and 18,238,535 shares of preferred stock to 33,333,000 shares consisting of 27,253,000
shares of common stock and 6,080,000 shares of preferred stock.

        Although the number of outstanding shares of common stock would decrease following the proposed reverse stock split, the reverse stock
split is not the first step in a "going private transaction" within the meaning of Rule 13e-3 of the Securities Exchange Act of 1934.

Fractional Shares

        Stockholders will not receive fractional post-reverse stock split shares in connection with the reverse stock split. Stockholders who would
otherwise hold fractional shares as a result of the reverse stock split will be entitled to receive cash (without interest) in lieu of such fractional
shares from our transfer agent without any further action by any stockholder who holds shares in book-entry form, and where shares are held in
certificated form, upon receipt by our transfer agent of a properly completed and duly executed transmittal letter and the surrender of all
pre-reverse stock split certificates, in each case, in an amount equal to the proceeds attributable to the sale of such fractional shares following the
aggregation and sale by our transfer agent of all fractional shares otherwise issuable.

        No transaction costs will be assessed on stockholders for the cash payment. You should also be aware that, under the escheat laws of certain
jurisdictions, sums due for fractional interests that are not timely claimed after the funds are made available may be required to be paid to the
designated agent for each such jurisdiction. Thereafter, stockholders otherwise entitled to receive such funds may have to obtain the funds
directly from the state to which they were paid.

        If you believe that you may not hold sufficient shares of common stock at the effective date of the reverse stock split to receive at least one
share in the reverse stock split and you want to continue to hold common stock after the split, you may do so by either:

�
purchasing a sufficient number of shares of common stock; or

�
if you have shares of common stock in more than one account, consolidating your accounts,

so that in each case you hold a number of shares of common stock in your account prior to the reverse stock split that would entitle you to
receive at least one share of common stock on a post-reverse stock split basis. Shares of common stock held in registered form (that is, stock
held by you in your own name in the Company's stock register records maintained by our transfer agent) and stock held in "street name" (that is,
stock held by you through a bank, broker or other nominee) for the same investor will be considered held in separate accounts and will not be
aggregated when effecting the reverse stock split.

Effect on Registered and Beneficial Stockholders

        Upon the reverse stock split, we intend to treat stockholders holding shares of common stock in "street name" (that is, held through a bank,
broker or other nominee) in the same manner as registered stockholders whose shares of common stock are registered in their names. Banks,
brokers or other nominees will be instructed to effect the reverse stock split for their beneficial holders holding shares of common stock in
"street name;" however, these banks, brokers or other nominees may apply their own specific procedures for processing the reverse stock split. If
you hold your shares of common stock with a bank, broker or other nominee, and if you have any questions in this regard, we encourage you to
contact your nominee.
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Effect on Registered Certificated Shares

        Some registered stockholders hold their shares of common stock in certificate form. If any of your shares of common stock are held in
certificate form, you will receive a transmittal letter from the Company's transfer agent as soon as practicable after the effective date of the
reverse stock split. The transmittal letter will be accompanied by instructions specifying how you can exchange your certificate representing the
pre-reverse stock split shares of common stock for a stock certificate representing the post-reverse stock split shares of common stock.

        Beginning on the effective date of the reverse stock split, each certificate representing pre-reverse stock split shares will be deemed for all
corporate purposes to evidence ownership of post-reverse stock split shares. If you are entitled to a payment in lieu of any fractional share
interest, payment will be made as described above under "Fractional Shares."

        STOCKHOLDERS SHOULD NOT DESTROY ANY SHARE CERTIFICATE(S) AND SHOULD NOT SUBMIT ANY
CERTIFICATE(S) UNTIL REQUESTED TO DO SO.

Accounting Consequences

        The par value per share of common stock will remain unchanged at $0.01 per share after the reverse stock split. As a result, on the effective
date of the reverse stock split, the stated capital on the Company's balance sheet attributable to common stock will be reduced proportionately
based on the reverse stock split ratio of 1-for-3, from its present amount, and the additional paid-in capital account shall be credited with the
amount by which the stated capital is reduced. Any shares of common stock held in treasury will also be reduced proportionately based on the
reverse stock split ratio of 1-for-3. After the reverse stock split, net income or loss per share, and other per share amounts will be increased
because there will be fewer shares of common stock outstanding. In future financial statements, net income or loss per share and other per share
amounts for periods ending before the reverse stock split would be recast to give retroactive effect to the reverse stock split. As described above
under "Impact of the Proposed Reverse Stock Split if Implemented," the per share exercise price of outstanding option awards would increase
proportionately, and the number of shares of common stock issuable upon the exercise of outstanding options and upon the vesting of unvested
restricted stock unit awards would decrease proportionately, in each case based on the reverse stock ratio. The Company does not anticipate that
any other accounting consequences would arise as a result of the reverse stock split.

No Appraisal Rights

        Stockholders will not have dissenters' or appraisal rights under Delaware corporate law or under the Company's Certificate of Incorporation
in connection with the proposed reverse stock split.

Procedure for Effecting Reverse Stock Split

        If the stockholders approve the proposal and the Board of Directors implements the reverse stock split, the reverse stock split will become
effective at the time and on the date of the filing of, or at such later time as is specified in, the Certificate of Amendment to the Company's
Certificate of Incorporation, which is referred to as the effective date of the reverse stock split. Beginning on the effective date of the reverse
stock split, each certificate representing pre-reverse stock split shares of common stock will be deemed for all corporate purposes to evidence
ownership of post-reverse stock split shares of common stock.

Federal Income Tax Consequences of the Reverse Stock Split

        The following is a discussion of certain material U.S. federal income tax consequences of the reverse stock split. This discussion is included
for general information purposes only and does not purport to
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address all aspects of U.S. federal income tax law that may be relevant to stockholders in light of their particular circumstances. This discussion
is based on the Internal Revenue Code of 1986, as amended (the "Code"), and current Treasury regulations, administrative rulings and court
decisions, all of which are subject to change, possibly on a retroactive basis, and any such change could affect the continuing validity of this
discussion.

        All stockholders are urged to consult with their own tax advisors with respect to the tax consequences of the reverse stock split. This
discussion does not address the tax consequences to stockholders that are subject to special tax rules, such as banks, insurance companies,
regulated investment companies, personal holding companies, partnerships, nonresident alien individuals, broker-dealers and tax-exempt
entities. This discussion likewise does not address any consequences to a person or entity that is not a "United States person" for U.S. federal
income tax purposes. This summary also assumes that the pre-reverse stock split shares were, and the post-reverse stock split shares will be, held
as a "capital asset," as defined in Section 1221 of the Code.

        Other than the cash payments for fractional shares discussed above, no gain or loss should be recognized by a stockholder upon the
exchange of pre-reverse stock split shares for post-reverse stock split shares. The aggregate tax basis of the post-reverse stock split shares will be
the same as the aggregate tax basis of the pre-reverse stock split shares exchanged in the reverse stock split, reduced by the amount allocable to
any fractional share for which cash is received; the amount allocable to a fractional share is that portion of the aggregate tax basis of the
pre-reverse stock split shares exchanged by the stockholder which is equal to the ratio of (i) the fair market value of the fractional share that
would have been issued to (ii) the sum of the fair market value of such hypothetical fractional share and the aggregate fair market value of the
post-reverse stock split whole shares received by the stockholder. A stockholder's holding period in the post-reverse stock split shares will
include the period during which the stockholder held the pre-reverse stock split shares exchanged in the reverse stock split.

        In general, the receipt of cash instead of a fractional share will result in a taxable gain or loss to such holder for U.S. federal income tax
purposes. The amount of the taxable gain or loss will be determined based upon the difference between the amount of cash received by such
holder and the portion of the basis of the pre-reverse stock split shares allocable to the hypothetical fractional share as described above. The gain
or loss recognized will constitute capital gain or loss and will constitute long-term capital gain or loss if the holder's holding period for the
pre-reverse stock split shares is greater than one year as of the effective date of the reverse stock split.

Vote Required for Approval

        The affirmative vote of holders of a majority of the outstanding shares of common stock entitled to vote at the Annual Meeting is required
to approve the Company's proposal to approve the amendment to the Certificate of Incorporation to effect the reverse stock split and to approve
an amendment to the Certificate of Incorporation to reduce the number of authorized shares, subject to the Board of Directors' authority to
abandon such amendments.

Recommendation

The Board of Directors recommends that stockholders vote FOR approval of an amendment to the Company's Certificate of
Incorporation to effect a reverse stock split and FOR approval of an amendment to the Company's Certificate of Incorporation to
reduce the number of authorized shares.
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 PROPOSAL NO. 4.
RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

        The Audit Committee has selected the firm of BDO Seidman, LLP ("BDO") to serve as the Company's independent registered public
accounting firm for the year ended December 31, 2010. BDO served as the Company's independent registered public accounting firm for the
year ended December 31, 2009. In addition to auditing the financial statements for the year ended December 31, 2009, BDO also reviewed the
Company's financial statements for each quarter during 2009 and audited the Company's internal controls as required by Section 404 of the
Sarbanes-Oxley Act of 2002. It is expected that representatives of BDO will be present at the Annual Meeting and be available to respond to
questions. These representatives will also be given an opportunity to make a statement if they desire to do so.

        Unless marked to the contrary, the shares represented by the enclosed proxy, if properly executed and returned, will be voted FOR the
ratification of the appointment of BDO as our independent registered public accounting firm for the fiscal year ending December 31, 2009.

The Board of Directors recommends that stockholders vote FOR ratification of BDO Seidman, LLP.

 AUDITOR FEES

        The following is a description of the fees billed to the Company by BDO during the years ended December 31, 2009 and 2008.

2009 2008
Audit, Audit-Related and Tax Preparation and Compliance Fees:

Audit Fees (1): $ 406,039 $ 410,392
Audit-Related Fees: $ � $ �
Tax Fees�Preparation and Compliance: $ � $ �
Total Audit, Audit-Related and Tax Preparation and Compliance Fees $ 406,039 $ 410,392

Other Non-Audit Fees:
Tax Fees�Other: $ � $ �
Total Non-Audit Fees $ � $ �

Total Fees $ 406,039 $ 410,392

(1)
Represents the aggregate fees and expenses billed for the audit of the Company's consolidated financial statements and the audit of the
Company's internal controls as required by Section 404 of the Sarbanes-Oxley Act of 2002, the review of the consolidated financial
statements included in our Quarterly Reports on Form 10-Q, and services provided in connection with other filings during the fiscal
year.

        The Company's Audit Committee approved all of the above services provided by BDO, in each case, prior to BDO's engagement with
respect thereto. The Company currently has no formal Audit Committee pre-approval procedures in place that permit management to engage the
auditors with respect to additional services. It is currently the Company's policy that the Audit Committee approves in advance all services to be
provided by the auditors.
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 REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS

        The Audit Committee was appointed by the Board of Directors to assist it in overseeing the quality and integrity of the Company's financial
reports, financial reporting processes and internal control system, the performance and independence of the Company's independent registered
public accounting firm and related matters. The Audit Committee also considers questions of related party transactions and conflicts of interest
between the Company and Board members or senior management. The Audit Committee operates under a written charter adopted by the Board
of Directors.

        Management is responsible for the Company's financial reporting process, including its system of internal control and disclosure controls
and procedures, and for the preparation of consolidated financial statements in accordance with generally accepted accounting principles. The
Company's independent registered public accounting firm is responsible for auditing those consolidated financial statements and expressing an
opinion as to whether those consolidated financial statements are free of material misstatement and presented in accordance with generally
accepted accounting principles. The Audit Committee's responsibility is to oversee, monitor and review these processes. In fulfilling these
responsibilities, the Audit Committee has not conducted auditing or accounting reviews or procedures, and the Audit Committee has relied on
management's representation that the consolidated financial statements have been prepared with integrity and objectivity and in conformity with
generally accepted accounting principles and on the representations of the independent registered public accounting firm included in its report on
the Company's consolidated financial statements.

        The Audit Committee meets periodically with the Company's management and its independent registered public accounting firm to discuss
the Company's financial reports, financial reporting processes and internal control system and other related items. The Audit Committee's
discussions with its independent registered public accounting firm include sessions at which management is not present. The Company's
independent registered public accountant, BDO Seidman, LLP ("BDO"), has had unrestricted access to the Audit Committee.

        At a meeting on February 10, 2010, the Audit Committee reviewed and discussed the Company's audited consolidated financial statements
for the year ended December 31, 2009, with Company management and BDO representatives. The Audit Committee discussed with BDO and
management the results of BDO's audit of the Company's consolidated financial statements, the Company's internal controls and disclosure
controls and procedures, and the overall assessment of the quality of the Company's financial accounting and reporting functions. The Audit
Committee also discussed with BDO the matters required to be discussed by the Statement on Auditing Standards No. 61 (Communication with
Audit Committees) as amended and as adopted by the Public Company Accounting Oversight Board (PCAOB), and BDO provided the Audit
Committee with the written disclosures and the letter required by the applicable requirements of the PCAOB regarding the independent
accountant's communications with the Audit Committee concerning independence. The Audit Committee discussed with BDO these materials
and the firm's independence from the Company.
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        Based on the Audit Committee's review and discussion with management and BDO, and the Audit Committee's reliance on the
representation of management that the Company's audited consolidated financial statements were prepared in accordance with generally
accepted accounting principles, the Audit Committee recommended to the Board of Directors that the Company's audited consolidated financial
statements be included in its Annual Report on Form 10-K for the fiscal year ended December 31, 2009, for filing with the Securities and
Exchange Commission.

Submitted by the Members of the Audit Committee:
Robert J. Kelly, Chairman

R. Judd Jessup
C.A. Lance Piccolo

        The above report of the Audit Committee is not deemed to be "soliciting material" or to be "filed" with the Securities and Exchange
Commission or subject to the Securities and Exchange Commission's proxy rules or to the liabilities of Section 18 of the Exchange Act, and the
report shall not be deemed to be incorporated by reference into any prior or subsequent filing by the Company under the Securities Act or the
Exchange Act.
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 EXECUTIVE COMPENSATION

 Compensation Discussion and Analysis

OVERVIEW

        This Compensation Discussion describes the material elements of compensation awarded to, earned by, or paid to each of our executive
officers who served as named executive officers (as defined on page 30) during the last completed fiscal year. This Compensation Discussion
focuses on the information contained in the following tables and related footnotes and narrative for primarily the last completed fiscal year, but
we also describe compensation actions taken before or after the last completed fiscal year to the extent it enhances the understanding of our
executive compensation program. The Compensation Committee of the Board of Directors (the "Committee") oversees the design and
administration of our executive compensation program in accordance with the processes and procedures discussed in the Corporate Governance
section of this proxy statement.

        The principal elements of our executive compensation program are base salary, annual cash incentives, long-term equity incentives in the
form of stock options and restricted stock, other benefits and perquisites, and a change in control severance policy. Our other benefits and
perquisites consist of health, disability and life insurance benefits and a qualified 401(k) savings plan.

PROGRAM OBJECTIVES AND REWARD PHILOSOPHY

        In General�The objectives of our compensation programs are to (1) attract, motivate and retain talented and dedicated executive officers,
(2) provide executive officers with both cash and equity incentives to further the interests of the Company and its stockholders, and
(3) compensate executive officers at levels comparable to those of executive officers at comparable companies. Generally, the annual cash
compensation of the Company's executive officers is composed of a base salary and an annual incentive compensation award. In setting base
salaries, the Committee generally reviews the individual contributions of the particular executive. The annual incentive compensation award is
based upon the Company's executive incentive compensation plan. In addition, stock options and restricted stock awards are granted to provide
the opportunity for long-term compensation based upon the performance of the Common Stock over time.

        Competitive Market�We do not have an explicitly defined peer group for purposes of benchmarking executive compensation because it is
difficult to find a reasonable number of publicly traded companies that are comparable in terms of company size and business type.
Nevertheless, we periodically verify the reasonableness of the survey information used for our named executive officers by compiling proxy
statement compensation information from our competitors and other comparably sized health care services companies. In light of going private
transactions over the last several years, AmSurg Corp is currently our only publicly traded competitor in the ambulatory surgery center industry.
However, compensation information remains available for two other competitors, United Surgical Partners International, Inc. and Symbion, Inc,
because of their publicly traded debt. We also compiled proxy statement compensation information on the following health care services
companies with comparable annual revenue: Alliance HealthCare Services, Inc., athenahealth, Inc., Genoptix, Inc., Medical Properties
Trust, Inc. and Phase Forward Incorporated. We also assessed the competitive market for executive talent in our industry with the assistance of a
national executive search firm in providing a competitive employment and compensation package for Mr. Hall in connection with his hiring in
2005.

        Compensation Process�For the named executive officers other than the principal executive officer, the Committee reviews and approves all
elements of compensation taking into consideration recommendations from our principal executive officer, as well as competitive market
guidance provided by our human resources staff which consist of reports generated by a subscription compensation database service detailing
compensation data for comparably sized health care companies. For our principal
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executive officer, other than salary and equity awards for 2006 and 2007 which were set by his employment contract, the Committee reviews
and approves all elements of his compensation taking into consideration the Committee's performance assessment of the principal executive
officer, and competitive market guidance provided by our human resources staff. Recommendations with respect to the compensation of our
principal executive officer are not shared with our principal executive officer during this process.

        Regulatory Considerations�Under Section 162(m) of the Internal Revenue Code, we may not deduct compensation in excess of $1 million
paid to our chief executive officer or any of the executive officers named in the Summary Compensation Table, excluding the chief financial
officer. Certain performance-based compensation is specifically exempt from the deduction limit. The Committee considers the deduction limit
imposed by Section 162(m) when designing annual and long-term compensation programs and approving payouts under these programs.
Nevertheless, the Committee may administer the programs in a manner that does not satisfy the requirements of Section 162(m) to achieve a
result determined to be in the Company's best interest. While the tax treatment of compensation is important, the primary factor influencing
program design is the support of business objectives. Consequently, the Committee reserves the right to approve, and in some cases has
approved, non-deductible compensation if the Committee believes it is in the Company's best interest.

BASE SALARIES

        In General�We provide the opportunity for our named executive officers and other executives to earn a market competitive annual base
salary. We provide this opportunity to attract and retain an appropriate caliber of talent for the position, to recognize that similar base salary rates
are almost universally provided at other companies that we compete with for talent, and to provide a base wage that is not subject to Company
performance risk. We review base salaries for the named executive officers and other executives annually in February effective for the current
fiscal year, and increases are based on changes in our competitive market and the performance of the individual and the Company.

        Salary Increases�The Committee establishes base salaries each year for the named executive officers based on general market salary
increases, salary data from comparable companies and individual performance. At its February 2009 meeting, the Committee decided to not
award any salary increases to the named executive officers and other senior executives in the interest of managing fixed expenses in light of
current economic conditions. At its February 2010 meeting, the Committee approved a 2.0% increase in salaries for each of the named executive
officers and other senior executives. These salary increases were consistent with the 2.0% average target increase for all of the Company's
employees in 2010. With this increase, Mr. Hall's salary increased from $553,725 to $564,800, Mr. Macomber's salary increased from $290,000
to $295,800, and Mr. Cherrington's salary increased from $275,000 to $280,500.

ANNUAL CASH INCENTIVES

        In General�We provide the opportunity for our named executive officers and other executives to earn a market competitive annual cash
incentive award. We provide this opportunity to attract and retain an appropriate caliber of talent for the position, to recognize that similar
annual cash incentive awards are almost universally provided at other companies that we compete with for talent, and to motivate executives to
achieve our annual business goals. We review annual cash incentive awards for the named executive officers and other executives annually in
February to determine award payments for the last completed fiscal year, as well as to establish award opportunities for the current fiscal year.
These annual cash incentive awards are administered under our Amended and Restated Executive Incentive Compensation Plan (the "Bonus
Plan").

        Target Award Opportunities�Under the Bonus Plan, we establish annual target award opportunities expressed as a percentage of base
salary paid during the fiscal year, and threshold award goals expressed as a percentage of the target award. The 2009 Bonus Plan required a
minimum threshold performance equal
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to 85% of the target performance in order for a participant to be eligible for a cash incentive award. The amount of the cash incentive award
would then vary depending on the actual results relative to the target performance. For the last completed and current fiscal years, annual cash
incentive opportunities for the named executive officers are summarized below:

Annual Cash Incentive Award Opportunity
Threshold

Performance
Target

Performance
Maximum

Performance (1)

% Target $ Amount % Salary $ Amount $ Amount
Thomas S. Hall FY 2009 30% 124,588 75% 415,294 622,941

FY 2010 30% 126,665 75% 422,216 633,323

Scott T. Macomber FY 2009 30% 43,500 50% 145,000 217,500
FY 2010 30% 44,225 50% 147,417 221,125

Graham B. Cherrington FY 2009 30% 41,250 50% 137,500 206,250
FY 2010 30% 41,938 50% 139,792 209,688

(1)
In establishing the 2009 and 2010 Bonus Plans, the Committee set the maximum payout for each participant at 150% of such
participant's targeted performance payout.

        Performance Measures�Under the Bonus Plan, we use overall corporate performance measures for our principal executive and financial
officers, and for our other named executive officers, a mix of overall corporate and business unit performance measures to assure that executives
have a reasonable measure of control over the factors that affect their awards. This performance measure mix varies by executive position. For
the last completed and current fiscal years, the performance measure mix for the named executive officers is summarized below:

Performance Measure Mix

Overall Corporate

Business UnitDiluted EPS Cash Flow
Thomas S. Hall FY 2009 100% 0% 0%

FY 2010 100% 0% 0%

Scott T. Macomber FY 2009 100% 0% 0%
FY 2010 70% 30% 0%

Graham B. Cherrington FY 2009 60% 0% 40%
FY 2010 60% 0% 40%

        Overall Corporate Performance Goals�Under the Bonus Plan, overall corporate performance is based on diluted earnings per share and
cash flow from operations goals. In establishing the specific targets for the year, we take into consideration a variety of factors including: prior
year results, growth expectations, expected reimbursement changes and changes in accounting rules that would impact earnings and cash flow.

        At its February 2009 meeting, the Committee set a target diluted earnings per share attributable to NovaMed, Inc. goal of $0.43 for fiscal
year 2009, excluding the impact of gains and losses from the sale of noncontrolling interests and any goodwill impairment charges. This target
also excludes $4,225,000 of additional non-cash interest expense ($0.11 per diluted share) recorded in connection with our adoption of FASB
Accounting Standards Codification (ASC) 470-20 on January 1, 2009. The 2009 Bonus Plan required a minimum threshold performance equal
to 85% of this target, or $0.37, before the participants were eligible to receive a cash incentive award. At its February 2009 meeting, the
Committee set the maximum payout for each participant in the 2009 Bonus Plan at 150% of such participant's targeted performance
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payout. Previously, the bonus plans had a payout limit of $1,500,000 per participant. At this February 2009 meeting the Committee also
increased the target award percentages in the 2009 Bonus Plan for each of the named executive officers. The Committee increased Mr. Hall's
target award percentage from 50% to 75% of his annual base salary, and increased Messrs. Macomber and Cherrington's target award
percentages from 35% to 50%. The Committee also adjusted the scale for target payouts between the minimum threshold performance of 85% of
the target and achieving 100% payout under the 2009 Bonus Plan by increasing the percentage payout to participants within this range. The
Committee increased these target payouts and adjusted the scale based on market comparable data reviewed by the Committee. The Committee
also modified the types of non-recurring events that would be excluded from the calculation of overall corporate performance goals in the 2009
Bonus Plan.

        At its February 2010 meeting, the Committee added a cash flow from operations target to Mr. Macomber's 2010 Bonus Plan.

        Business Unit Performance Goals�Under the Bonus Plan, business unit performance is based on operating income goals. In establishing
the specific target for the year, we take into consideration a variety of factors including: prior year results, growth expectations, expected
reimbursement changes and changes in accounting rules that would impact operating income.

        At its February 2009 meeting, the Committee set an operating income from continuing operations target for Mr. Cherrington of
approximately $50,152,000. The 2009 Bonus Plan required a minimum threshold performance equal to 85% of this target, or $42,629,000,
before Mr. Cherrington was eligible to receive a cash incentive award.

        Discretionary Adjustments�Under the Bonus Plan, we may make adjustments to our overall corporate and business unit performance goals
and our actual performance results that may cause differences between the numbers used for our performance goals and the numbers reported in
our financial statements. These adjustments may exclude all or a portion of both the positive or negative effect of external events that are outside
the control of our executives, such as natural disasters, litigation, or regulatory changes in accounting or taxation standards. These adjustments
may also exclude all or a portion of both the positive or negative effect of unusual or significant strategic events that are within the control of our
executives but that are undertaken with an expectation of improving the long-term financial performance of our Company, such as
restructurings, acquisitions, or divestitures. For the last completed fiscal year, the Committee did not make any adjustments to the overall
corporate and business unit performance goals as described above.

        Actual Award Payments�Based on the above discussion, award payments to our named executive officers for the last completed fiscal year
are summarized below:

Annual Cash
Incentive Award
Payments for the
Last Completed

Fiscal Year

$ Amount % Target
Thomas S. Hall $ 415,294 100%
Scott T. Macomber $ 145,000 100%
Graham B. Cherrington $ 127,050 92%
LONG-TERM EQUITY INCENTIVES

        In General�We provide the opportunity for our named executive officers and other executives to earn a market competitive long-term
equity incentive award. We provide this opportunity to attract and retain an appropriate caliber of talent for the position, to recognize that similar
long-term equity incentives are almost universally provided at other companies that we compete with for talent, and to motivate executives
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to make decisions that focus on the long-term growth of our Company and thus increase stockholder value. We review long-term equity
incentives for our named executive officers and other executives annually. We began awarding a combination of restricted stock and stock
options as our equity awards in 2006 instead of solely awarding stock options as we had in prior years. While we believe that awards of stock
options create proper incentives for our executives, we also began awarding restricted stock because it results in less dilution to existing
stockholders than stock options of equivalent value and because restricted stock arguably retains incentive value during stock price fluctuations
when stock options may have no realizable value. For these reasons, coupled with a review of compensation data from our competitors and other
health care services companies which reflects a trend towards restricted stock, at its February 2010 meeting the Committee elected to make
equity awards consisting solely of restricted stock.

        In determining the amount of the individual stock awards, the Committee considers a variety of factors including position, individual
responsibilities and performance, and potential for future contribution. As a result, the amount of the annual grants is generally greater for the
most senior executive officers, who have higher levels of responsibility.

        After making no equity awards to named executive officers in 2008, at its February 2009 meeting the Committee granted stock options and
restricted stock to our named executive officers. In making these awards, the Committee determined that one share of restricted stock was
equivalent to two shares granted through a stock option. The Committee granted Mr. Hall options to acquire 218,182 shares and a restricted
stock award of 109,091 shares. The Committee granted each of Messrs. Macomber and Cherrington options to acquire 72,727 shares and a
restricted stock award of 36,364 shares.

        Stock Options�Our stock options are granted on the same date as our Committee approval date, and have an exercise price equal to our
closing market price on the trading day immediately preceding the approval date. We do not have a program, plan, or practice to time stock
option grants to executives in coordination with the release of material non-public information. Our stock options have a 10-year contractual
exercise term, with 1/8th vesting on the date six months after the grant date with 1/48th of the total amount granted vesting at the end of each
month thereafter. The option grants are also subject to the following post-termination and change in control provisions:

Event Award Vesting Exercise Term (1)

Death or Disability Forfeit Unvested 1 Year
Termination for Cause Forfeit Vested and

Unvested
Expire

Termination without Cause or Retirement Forfeit Unvested 90 Days
Voluntary Termination Forfeit Unvested Expire
Change in Control Accelerated 90 Days (2)

(1)
Or remainder of original contractual term, if shorter.

(2)
If employment is terminated. Otherwise remain exercisable for remainder of term.

        Our stock options may not generally be transferred to any third party other than by will or the laws of descent upon the death of a
participant.

        Restricted Stock�The restricted stock awards generally vest as to 1/8th of the award on the date six months following the grant date with
1/16th of the total amount granted vesting on each 3-month
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anniversary thereafter. The awards are also subject to the following post-termination and change in control provisions:

Event Award Vesting
Death or Disability Forfeit Unvested
Termination for Cause Forfeit Unvested
Termination without Cause or Retirement Forfeit Unvested
Voluntary Termination Forfeit Unvested
Change in Control Accelerated
EXECUTIVE BENEFITS AND PERQUISITES

        We provide the opportunity for our named executive officers and other executives to receive a market competitive general health and
welfare benefits program. We provide this opportunity to attract and retain an appropriate caliber of talent for the position, to recognize that
similar executive benefits are commonly provided at other companies that we compete with for talent, and to help minimize personal distractions
so that the executives can better focus on the business affairs of our Company. Our benefits program consists of health, disability and life
insurance benefits and a qualified 401(k) savings plan. We review our executive benefits and perquisites program periodically to ensure it
remains fair to our executives and supportable to our stockholders.

EXECUTIVE CHANGE IN CONTROL POLICY

        We provide the opportunity for our named executive officers and other executives to be protected under a change in control policy
contained in their employment agreements. We provide this opportunity to attract and retain an appropriate caliber of talent for the position, to
recognize that similar change in control protections are commonly provided at other companies that we compete with for talent, and to ensure
the impartiality and objectivity of our executives in the event of a change in control situation so that our stockholder interests are protected. We
review this change in control protection periodically to ensure it remains fair to our executives and supportable to our stockholders. At its May
2009 meeting, the Compensation Committee reviewed the severance arrangements with its senior executives. In doing so, it approved
modifications to Mr. Cherrington's severance arrangements in order to conform them to the severance arrangements of the Company's other
Executive Vice President, Mr. Macomber. The Board promoted Mr. Cherrington to Executive Vice President Operations in December 2008. For
a description of the terms of the severance arrangements with our named executive officers, see "Potential Payments Upon
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Termination or Change in Control�Employment Agreements" on page 33. For the last completed and current fiscal years, our change in control
policy for the named executive officers is summarized below:

Executive Benefit Description
Policy Term �       Employment agreements automatically renew on a year to year basis, unless terminated earlier
Payment Trigger �       Involuntary termination without just cause or voluntary resignation for good reason, following a change

in control
Severance Benefits �       Two times base salary and target annual bonus (paid in lump sum) for Mr. Hall, 11/2 times base salary

and bonus for Messrs. Macomber and Cherrington
�       Continued welfare benefits for 24 months (Mr. Hall) and 18 months (Messrs. Macomber and
Cherrington)
�       One-half of this benefit is payable if the executive terminates his employment for any reason during the
30 days following the one-year anniversary of a change in control

Excise Tax Gross-Up �       Gross-up for federal excise taxes imposed on golden parachute payments

 Compensation Committee Report

The information contained in this report shall not be deemed "soliciting material" or "filed" with the SEC or subject to the liabilities of
Section 18 of the Exchange Act, and the report shall not be deemed to be incorporated by reference into any prior or subsequent filing by the
Company under the Securities Act or the Exchange Act.

        The Compensation Committee of the Board (the "Committee") has reviewed and discussed the Compensation Discussion and Analysis on
pages 23 through 29 of this Proxy Statement with management and, based on such review and discussion, the Committee recommended to the
Board that the Compensation Discussion and Analysis be included in this Proxy Statement, portions of which, including the Compensation
Discussion and Analysis, have been incorporated by reference into the Company's Annual Report on Form 10-K for the Company's fiscal year
ended December 31, 2009.

Submitted by the Members of the Compensation Committee:
C.A. Lance Piccolo, Chairman

R. Judd Jessup
Robert J. Kelly
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 Summary Compensation Table

        The following table shows information concerning the annual compensation for services to the Company in all capacities of the Chief
Executive Officer, Chief Financial Officer and the next most highly compensated executive officers of the Company (collectively the "named
executive officers") during the years ended December 31, 2007, 2008 and 2009.

Name and Principal Position Year
Salary

($)

Stock
Awards

($) (1)

Option
Awards

($) (1)

Non-Equity
Incentive

Plan
Compensation

($) (2)

All Other
Compensation

($) (3)

Total
Compensation

($) (4)

Thomas S. Hall 2009 $ 553,725 $ 300,000 $ 279,928 $ 415,294 $ 4,900 $ 1,553,847
President and Chief 2008 $ 548,684 � �$ 274,342 $ 4,600 $ 827,626
Executive Officer 2007 $ 525,577 �$ 960,000 �$ 2,998 $ 1,488,575

Scott T. Macomber 2009 $ 290,000 $ 100,001 $ 93,309 $ 145,000 $ 4,900 $ 633,210
Executive Vice President and 2008 $ 287,308 � �$ 100,558 $ 4,600 $ 392,466
Chief Financial Officer 2007 $ 276,769 $ 61,248 $ 96,000 �$ 4,500 $ 438,517

Graham B. Cherrington (5) 2009 $ 275,000 $ 100,001 $ 93,309 $ 127,050 $ 4,900 $ 600,260
Executive Vice President 2008 $ 225,846 � �$ 67,754 $ 4,517 $ 298,117
Operations 2007 $ 169,231 �$ 243,675 �$ 1,015 $ 413,921

(1)
Reflects the aggregate grant date fair value of stock and option awards granted during a year calculated in accordance with FASB ASC
718. The assumptions used in determining the grant date fair values of these awards are set forth in footnote 15 to the Company's
consolidated financial statements, which are included in our Annual Report on Form 10-K for the year ended December 31, 2009 filed
with the SEC.

(2)
Reflects the value of cash incentive awards earned under our Bonus Plan.

(3)
Amounts reflected in this column include 401(k) matching contributions for Messrs. Hall, Macomber and Cherrington.

(4)
Mr. Hall's base salary and non-equity incentive plan compensation represented 35% and 0%, respectively, of his total compensation
for 2007, 66% and 33%, respectively, of his total compensation for 2008, and 36% and 27%, respectively, of his total compensation
for 2009. Mr. Macomber's base salary and non-equity incentive plan compensation represented 63% and 0%, respectively, of his total
compensation for 2007, 73% and 26%, respectively of his total compensation for 2008, and 46% and 23%, respectively, of his total
compensation for 2009. Mr. Cherrington's base salary and non-equity incentive plan compensation represented 41% and 0%,
respectively, of his total compensation for 2007, 76% and 23%, respectively, of his total compensation for 2008, and 46% and 21%,
respectively, of his total compensation for 2009.

(5)
Mr. Cherrington commenced his employment with the Company on March 19, 2007.

        For a description of the terms of the employment agreements with our named executive officers, see "Potential Payments Upon
Termination or Change in Control�Employment Agreements" on page 33.
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 Grants of Plan-Based Awards*

Estimated Future Payouts
Under Non-Equity Incentive

Plan Awards
All Other

Stock
Awards:
Number

of
Shares of
Stock or
Units (#)

All Other
Option

Awards:
Number of
Securities

Underlying
Options (#)

Grant
Date
Fair

Value
of Stock

and
Option

Awards (5)

Exercise
or

Base
Price

of
Option
Awards
($/Sh) (4)

Closing
Price

on
Grant
Date

($/Sh) (4)Name
Grant
Date

Threshold
($) (1)

Target
($) (2)

Maximum
($) (3)

Thomas S. Hall 2/18/2009 $ 124,588 $ 415,294 $ 622,941
2/18/2009 218,182 $ 2.75 $ 2.69 $ 279,928
2/18/2009 109,091 $ 2.75 $ 2.69 $ 300,000

Scott T. Macomber 2/18/2009 43,500 145,000 217,500
2/18/2009 72,727 2.75 2.69 93,309
2/18/2009 36,364 2.75 2.69 100,001

Graham B.
Cherrington 2/18/2009 41,250 137,500 206,250

2/18/2009 72,727 2.75 2.69 93,309
2/18/2009 36,364 2.75 2.69 100,001

*
Equity awards were granted under our 1999 Amended and Restated Stock Incentive Plan and 2005 Stock Incentive Plan. Terms of these awards are
described in "Compensation Discussion and Analysis�Long-Term Equity Incentives" beginning on page 26.

(1)
The minimum threshold performance required under the Bonus Plan to receive a cash incentive bonus equates to 85% of the target measure. The
payout for achieving the minimum threshold is 30% of the target payout.

(2)
Represents the target bonus set for 2009 under our Bonus Plan. The actual cash bonus paid to each named executive officer for his 2009 performance is
reported as Non-Equity Incentive Plan Compensation in the Summary Compensation Table.

(3)
Under the 2009 Bonus Plan, the Committee set the maximum payout for each participant at 150% of such participant's targeted performance payout.

(4)
The Compensation Committee has always based the exercise price of stock options using the closing market price of our Common Stock on the trading
day immediately preceding the grant date of the stock options.

(5)
Reflects the aggregate grant date fair value of restricted stock units and stock options granted under our long-term incentive plan during 2009
calculated in accordance with FASB ASC 718. For assumptions underlying these valuations, see footnote 15 to the Company's consolidated financial
statements, which are included in our Annual Report on Form 10-K for the year ended December 31, 2009 filed with the SEC.
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 Outstanding Equity Awards at Fiscal Year-End

Option Awards Stock Awards

Name

Number of
Securities

Underlying
Unexercised
Options (#)
Exercisable

Number of
Securities

Underlying
Unexercised
Options (#)

Unexercisable

Option
Exercise

Price
($)

Option
Expiration

Date

Number
of

Shares or
Units of
Stock

That Have
Not

Vested
(#)

Market
Value

of Shares
or Units
of Stock

That Have
Not Vested

($) (9)

Thomas S. Hall 250,000 0 $ 6.49 11/14/2015 88,637(6) $ 343,912
96,354 28,646(1) $ 7.28 11/14/2016

177,083 72,917(2) $ 7.35 2/21/2017
45,454 172,728(3) $ 2.75 2/18/2019

Scott T. Macomber 250,000 0 $ 1.70 10/25/2011 1,042(7) $ 4,043
90,000 0 $ 0.78 4/2/2012 2,605(8) $ 10,107
45,000 0 $ 1.27 3/21/2013 29,545(6) $ 114,635
55,000 0 $ 4.45 3/17/2014
65,000 0 $ 5.96 6/17/2015
21,875 3,125(4) $ 6.87 6/20/2016
17,708 7,292(2) $ 7.35 2/21/2017
15,151 57,576(3) $ 2.75 2/18/2019

Graham B.
Cherrington 51,562 23,438(5) $ 6.24 3/19/2017 29,545(6) $ 114,635

15,151 57,576(3) $ 2.75 2/18/2019

(1)
As set forth in Mr. Hall's employment agreement with the Company, these options were granted on his one-year anniversary of employment, or
November 14, 2006, and vest over a four-year period as follows: one-eighth of the options will vest on the six-month anniversary of the grant date, or
May 14, 2007, with 1/48th of the options vesting monthly on the 14th day of each month thereafter, beginning on June 14, 2007 and continuing monthly
until November 14, 2010.

(2)
These options were granted on February 21, 2007 and vest over a four-year period as follows: one-eighth of the options vested on the six-month
anniversary of the grant date, or August 21, 2007, with 1/48th of the options vesting monthly on the 21st day of each month thereafter, beginning on
September 21, 2007 and continuing monthly until February 21, 2011.

(3)
These options were granted on February 18, 2009 and vest over a four-year period as follows: one-eighth of the options vested on the six-month
anniversary of the grant date, or August 18, 2009, with 1/48th of the options vesting monthly on the 21st day of each month thereafter, beginning on
September 18, 2009 and continuing monthly until February 18, 2013.

(4)
These options were granted on June 20, 2006 and vest over a four-year period as follows: one-eighth of the options vested on the six-month anniversary
of the grant date, or December 20, 2006, with 1/48th of the options vesting monthly on the 20th day of each month thereafter, beginning on January 20,
2007 and continuing monthly until June 20, 2010.

(5)
These options were granted on March 19, 2007 (Mr. Cherrington's first day of employment with the Company) and vest over a four-year period as
follows: one-eighth of the options vested on the six-month anniversary of the grant date, or September 19, 2007, with 1/48th of the options vesting
monthly on the 14th day of each month thereafter, beginning on October 19, 2007 and continuing monthly until March 19, 2011.

(6)
These restricted stock awards were granted on February 18, 2009 and vest over a four-year period as follows: one-eighth of the restricted shares vested
on the six-month anniversary of the grant date, or August 18, 2009, with 1/16th of the restricted shares vesting quarterly thereafter, beginning on
November 18, 2009 and continuing quarterly until February 18, 2013.

(7)
These restricted stock awards were granted on June 20, 2006 and vest over a four-year period as follows: one-eighth of the restricted shares vested on
the six-month anniversary of the grant date, or December 20, 2006, with 1/16th of the restricted shares vesting quarterly thereafter, beginning on
March 20, 2007 and continuing quarterly until June 20, 2010.

(8)
These restricted stock awards were granted on February 21, 2007 and vest over a four-year period as follows: one-eighth of the restricted shares vested
on the six-month anniversary of the grant date, or August 21, 2007, with 1/16th of the restricted shares vesting quarterly thereafter, beginning on
November 21, 2007 and continuing quarterly until February 21, 2011.

(9)
The market value is calculated using the $3.88 closing price of the Company's Common Stock on the NASDAQ Global Select Market on December 31,
2009.
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 Option Exercises and Stock Vested

Option Awards Stock Awards

Name

Number of
Shares

Acquired on
Exercise (#)

Value
Realized on
Exercise ($)

Number of
Shares

Acquired on
Vesting (#) (1)

Value
Realized on

Vesting ($) (2)

Thomas S. Hall � � 77,746 $ 292,772

Scott T. Macomber � � 10,987 $ 45,303

Graham B. Cherrington � � 6,819 $ 30,095

(1)
Represents aggregate number of restricted shares of Common Stock that vested during 2009, including vested shares that were
tendered to the Company by the executive to fund his minimum tax withholding obligations as permitted pursuant to the Company's
applicable stock incentive plans. These tendered shares will be available for future issuance by the Company in accordance with the
applicable stock incentive plans, except for Mr. Hall's tendered shares relating to his 2005 stock award which shall not be available for
future issuance under the 2005 Restricted Stock Plan. The number of vested shares tendered to the Company during 2009 to satisfy tax
withholding obligations was as follows: 25,551 shares by Mr. Hall; 3,271 shares by Mr. Macomber; and 2,213 shares by
Mr. Cherrington.

(2)
The market value is calculated using the closing price of the Company's Common Stock on the NASDAQ Global Select Market on the
trading day immediately preceding the applicable vesting date of the restricted shares of Common Stock.

 Potential Payments Upon Termination or Change in Control

Employment Agreements

        The Company has entered into employment agreements with its named executive officers. The agreements generally provide for the
payment of an annual base salary, plus cash incentive compensation based upon the Company's executive compensation plan. The employment
agreements also provide for the right to participate in the Company's stock option and employee benefit programs. These programs include
hospitalization, disability, life and health insurance. The employment agreements impose on each employee non-competition restrictions that
survive termination of employment and post-termination confidentiality obligations.

        The Company may terminate these employment agreements with or without cause or upon the named executive officer's disability. If the
Company terminates a named executive officer for disability or cause, the executive is not entitled to receive any salary or other severance after
the date of termination. The Company may terminate a named executive officer for cause under the agreement if he: (i) materially breaches any
term or condition of the agreement and fails to cure such breach within a reasonable time; (ii) fails to comply with any of the Company's written
guidelines that it has furnished to the executive and fails to cure such failure within a reasonable time; (iii) materially fails or willfully refuses to
substantially perform his duties and fails to cure such failure or refusal within a reasonable time; or (iv) has committed an act constituting a
felony or other act involving dishonesty, disloyalty or fraud against the Company, as reasonably determined by the Board of Directors.

        Mr. Hall's employment agreement with the Company automatically renews on a year-to-year basis, unless either party chooses to terminate
the agreement. If the Company terminates Mr. Hall without cause, he would receive severance compensation in a fixed amount equal to his
then-current base salary and pro rata cash incentive compensation for 18 months, plus health benefits for such period. This 18-month severance
period was increased from 12 months by the Compensation Committee at a meeting in May 2009. The Compensation Committee elected to
make this increase because Mr. Hall's 12-month severance period was less than the comparable severance arrangements for the Executive Vice
President position. If Mr. Hall's employment is terminated following a change in control of the Company by Mr. Hall
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for good reason or by the Company without cause, he would receive an amount equal to two times the sum of his annual base salary and targeted
incentive bonus plus health benefits for 24 months. If Mr. Hall terminates his employment during the 30-day period following the one-year
anniversary of a change in control, he would receive an amount equal to one times the sum of his annual base salary and incentive bonus plus
health benefits for 12 months.

        Each of Messrs. Macomber and Cherrington's employment agreement automatically renews on a year-to-year basis, unless either party
chooses to terminate the agreement. If the Company terminates Messrs. Macomber or Cherrington without cause, the executive receives
severance compensation in a fixed amount equal to his then-current base salary for a period of 15 months, health benefits for such period, and
his pro rata cash incentive compensation. If Mr. Macomber or Mr. Cherrington's employment is terminated following a change in control of the
Company by the executive for good reason or by the Company without cause, the executive would receive an amount equal to 150% of the sum
of his annual base salary and targeted incentive bonus plus health benefits for 18 months. If Mr. Macomber or Mr. Cherrington terminates his
employment after the one-year anniversary of a change in control, he would receive an amount equal to 75% of the sum of his annual base salary
and targeted incentive bonus plus health benefits for 9 months. At a meeting in May 2009, the Compensation Committee modified
Mr. Cherrington's severance arrangements to conform to Mr. Macomber's in light of Mr. Cherrington's promotion to Executive Vice President in
December 2008.

        In May 2009, the Compensation Committee also approved conforming amendments to the employment agreements of Messrs. Hall,
Cherrington and Macomber to modify their severance arrangements to reflect the increase in the target award percentages payable to each of
them under the Bonus Plan that was approved by the Compensation Committee in February 2009. At its February 2009 meeting, the
Compensation Committee increased Mr. Hall's target award percentage under the Bonus Plan from 50% to 75%, and increased
Messrs. Macomber and Cherrington's target award percentages under the Bonus Plan from 35% to 50%. These targeted incentive bonus awards
are relevant for each executive's severance calculation in the event of a termination of employment following a change in control of the
Company by the executive for good reason or by the Company without cause.

Termination without Cause

        The following table shows the Company's potential payment and benefit obligations to each of its named executive officers for termination
by the Company without cause assuming such termination occurred on December 31, 2009. The Company has no obligation to its named
executive officers for termination by the Company for cause or due to death or permanent disability.

Mr. Hall Mr. Macomber Mr. Cherrington
Base salary severance payments (1) $ 830,588 $ 362,500 $ 343,750
Incentive bonus payments (2) 415,294 145,000 127,050
Health and welfare benefits (3) 14,462 12,051 13,190

Total $ 1,260,344 $ 519,551 $ 483,990

(1)
Represents 18 months annual salary for Mr. Hall, and 15 months annual salary for each of Messrs. Macomber and Cherrington.

(2)
Represents the actual incentive award earned in 2009.

(3)
Represents the portion of health and welfare benefits paid by the Company for a period of 18 months for Mr. Hall, and 15 months for
each of Messrs. Macomber and Cherrington.

Termination following a Change in Control

        The following table shows the Company's potential payment and benefit obligations to each of its named executive officers assuming that a
Change in Control of the Company had occurred and as a result
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the named executive officer's employment was terminated by the Company without cause or by the executive for good reason on December 31,
2009. Following a Change in Control of the Company, the Company has no obligation to its named executive officers for termination by the
Company for cause or due to death or permanent disability.

Mr. Hall Mr. Macomber Mr. Cherrington
Base salary severance payments (1) $ 1,107,450 $ 435,000 $ 412,500
Incentive bonus payments (2) 830,588 217,500 206,250
Health and welfare benefits (3) 19,282 14,462 15,828
Accelerated vesting of stock options (4) 229,727 76,576 76,576
Accelerated vesting of restricted stock (4) 361,639 135,423 120,544
Tax gross-up payment (5) � � �

Total $ 2,548,686 $ 878,961 $ 831,698

(1)
Represents 24 months annual salary for Mr. Hall, and 18 months annual salary for each of Messrs. Macomber and Cherrington.

(2)
Represents 2 times the full 2009 incentive bonus target for Mr. Hall, and 1.5 times the full 2009 bonus target for each of
Messrs. Macomber and Cherrington.

(3)
Represents the portion of health and welfare benefits paid by the Company for a period of 24 months for Mr. Hall, and 18 months for
each of Messrs. Macomber and Cherrington.

(4)
These amounts are payable to the named executive officers pursuant to the terms of the grant documents governing those awards rather
than the terms of the employment agreements. Represents the "in-the-money" value of stock options and restricted stock awards based
on the Company's closing stock price on January 4, 2010 ($4.08), the first trading day following the assumed termination date.

(5)
The amounts due to the named executive officers would not exceed the thresholds that would require tax gross-up payments to be
made by the Company.

        The following table shows the Company's potential payment and benefit obligations to each of its named executive officers assuming that
they each terminated their employment during the 30-day period following the one-year anniversary of a Change in Control of the Company that
is assumed to have occurred on December 31, 2009.

Mr. Hall Mr. Macomber Mr. Cherrington
Base salary severance payments (1) $ 553,725 $ 217,500 $ 206,250
Incentive bonus payments (2) 415,294 108,750 103,125
Health and welfare benefits (3) 9,641 7,231 7,914
Accelerated vesting of stock options (4) 229,727 76,576 76,576
Accelerated vesting of restricted stock (4) 361,639 135,423 120,544
Tax gross-up payment (5) � � �

Total $ 1,570,026 $ 545,480 $ 514,409

(1)
Represents 12 months annual salary for Mr. Hall, and 9 months annual salary for each of Messrs. Macomber and Cherrington.

(2)
Represents the full 2009 incentive bonus target for Mr. Hall, and 75% of the full 2009 bonus target for each of Messrs. Macomber and
Cherrington.

(3)
Represents the portion of health and welfare benefits paid by the Company for a period of 12 months for Mr. Hall, and 9 months for
each of Messrs. Macomber and Cherrington.

(4)
These amounts are payable to the named executive officers pursuant to the terms of the grant documents governing those awards rather
than the terms of the employment agreements. Represents the "in-the-money" value of stock options and restricted stock awards based
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on the Company's closing stock price on January 4, 2010 ($4.08), the first trading day following the assumed termination date.
(5)

The amounts due to the named executive officers would not exceed the thresholds that would require tax gross-up payments to be
made by the Company.
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 Director Compensation

Director Compensation Table

        The following table provides information on 2009 compensation for non-employee directors who served during 2009.

Name

Fees Earned or
Paid in Cash

($)

Stock
Awards

($) (1)

Options
Awards

($) (1)
Total

($)
Robert J. Kelly $ 47,000 $ 27,500 $ 25,660 $ 100,160
R. Judd Jessup $ 17,000 $ 27,500 $ 25,660 $ 70,160
Scott H. Kirk $ 12,000 $ 27,500 $ 25,660 $ 65,160
Steven V. Napolitano $ 10,000 $ 27,500 $ 25,660 $ 63,160
C.A. Lance Piccolo $ 17,000 $ 27,500 $ 25,660 $ 70,160

(1)
Reflects the aggregate grant date fair value of stock and option awards granted during 2009 calculated in accordance with FASB
ASC 718. The assumptions used in determining the grant date fair values of these awards are set forth in footnote 15 to the Company's
consolidated financial statements, which are included in our Annual Report on Form 10-K for the year ended December 31, 2009 filed
with the SEC.

        The aggregate option awards outstanding for each person in the table set forth above as of December 31, 2009 is as follows:

Name Aggregate Options Outstanding
Robert J. Kelly 187,000
R. Judd Jessup 162,000
Scott H. Kirk 87,000
Steven V. Napolitano 87,000
C.A. Lance Piccolo 262,000
SUMMARY OF DIRECTOR COMPENSATION

        Each director is paid $3,000 per meeting attended in person and $1,000 per telephonic meeting in which he participates. Each member of a
Board committee is paid $1,000 per committee meeting, whether attending such meeting in person or via teleconference. Mr. Kelly, as Chairman
of the Audit Committee, receives a $5,000 annual retainer. Mr. Kelly also receives a $2,000 monthly fee for serving in his role as Lead Director
of the Board. In addition to cash compensation, outside directors have historically received stock option grants and restricted stock awards from
time to time. On February 18, 2009, the outside directors received stock option grants and restricted stock awards. The Company also reimburses
its directors for their reasonable out-of-pocket expenses incurred in attending Board of Director and committee meetings. Mr. Hall does not
receive any fees for his role as Chairman.
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        Securities Authorized for Issuance under Equity Compensation Plans�The following table summarizes the Company's employee stock
purchase plan and various stock incentive plans as of December 31, 2009:

 Equity Compensation Plan Information

Plan Category

Number of securities
to be issued upon

exercise of
outstanding options,
warrants and rights

Weighted-average
exercise price of

outstanding
options, warrants

and rights

Number of securities
remaining available
for future issuance

under equity
compensation plans

Stock Options

Equity compensation plans approved by security holders 3,570,417(1) $ 4.43 1,190,647

Equity compensation plans not approved by security holders (2) 308,033(3) $ 5.21 7,053

Total Options 3,878,450 $ 4.49 1,197,700
Stock Purchase Plan

Equity compensation plans approved by security holders N/A N/A 165,471(4)

Equity compensation plans not approved by security holders � � �

(1)
Represents awards under the Company's Second Amended and Restated 1999 Stock Incentive Plan (the "1999 Plan") and Second
Amended and Restated 2005 Stock Incentive Plan (the "2005 Plan"). The Company's stockholders approved each of the 1999 Plan and
2005 Plan at the annual stockholder meetings in May 2000 and June 2005, respectively. Stockholders most recently approved
amendments to the 2005 Plan at the Company's 2009 Annual Meeting of Stockholders. This figure does not include 280,240 shares of
restricted stock issued and outstanding as of December 31, 2009 under the 2005 Plan.

(2)
Does not include the NovaMed, Inc. Amended and Restated 2005 Restricted Stock Plan, which was not approved by stockholders.
250,000 restricted shares of Common Stock were issued under this plan to Mr. Hall upon his appointment in 2005 and no shares
remain available for issuance under this plan.

(3)
The Board of Directors approved the 2000 Stock Incentive Plan on February 16, 2000 (the "2000 Plan"), which was amended and
restated in December 2006. The total number of shares reserved and available for issuance under the 2000 Plan was 500,000. Under
the terms of the 2000 Plan as originally adopted, no awards could be made after May 16, 2000. The Board of Directors adopted the
2001 Stock Incentive Plan on April 2, 2001 (the "2001 Plan"), which was amended and restated in December 2006. The total number
of shares reserved and available for issuance under the 2001 Plan is 700,000. All other provisions of both of the 2000 Plan and 2001
Plan are substantially similar to the 1999 Plan.

(4)
Represents future shares of Common Stock that are available for issuance under the Company's Amended and Restated 1999 Stock
Purchase Plan approved by the Company's stockholders at its annual stockholder meetings in May 2000 and May 2008.
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 COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

        The Company's Compensation Committee currently consists of Messrs. Jessup, Kelly and Piccolo. No member of the Compensation
Committee has been an officer or employee of the Company at any time. None of the Company's executive officers serves as a member of the
board of directors or compensation committee of any other company that has one or more executive officers serving as a member of the Board of
Directors or Compensation Committee.

 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Real Property Leases

        The Company has a lease agreement with First Colonial Trust Company, as trustee on behalf of Scott H. Kirk, M.D., a member of the
Board of Directors, to lease approximately 4,000 square feet for the Company's ambulatory surgery center that it owns and operates at this
location. The Company paid $160,592 in rent during 2009. As of March 31, 2010, Dr. Kirk also beneficially owns more than 5% of the
Company's Common Stock.

National Medical Director and Limited Liability Company Member

        Scott H. Kirk, M.D., a member of the Board of Directors, is also the Company's National Medical Director and a 19.5% member of
NovaMed Surgery Center of River Forest, LLC, a subsidiary of the Company that owns and operates an ambulatory surgery center in
River Forest, Illinois. A wholly owned subsidiary of the Company, NovaMed Management Services, LLC, is the majority owner and manager of
this entity. In consideration for his duties as National Medical Director, on May 23, 2002, the Company granted Dr. Kirk options to acquire
100,000 shares of the Company's Common Stock. The options vested monthly over a four-year period and are now fully vested. Dr. Kirk
exercised these options in May 2009. Dr. Kirk received $32,234 in distributions from NovaMed Surgery Center of River Forest, LLC for the
year ending December 31, 2009.
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 MISCELLANEOUS AND OTHER MATTERS

        Stockholder List�A list of stockholders entitled to vote at the Annual Meeting, arranged in alphabetical order, showing the address of, and
the number of shares registered in the name of, each stockholder, will be open to the examination of any stockholder for any purpose germane to
the Annual Meeting, during ordinary business hours commencing May 7, 2010 and continuing through the date of the Annual Meeting, at the
principal executive offices of the Company, 333 West Wacker Drive, Suite 1010, Chicago, Illinois 60606.

        Solicitation�The solicitation is being made primarily through the mail, but our directors, officers and employees may also engage in the
solicitation of proxies by telephone. The Company has retained the services of MacKenzie Partners, Inc. to assist in soliciting proxies.
MacKenzie will solicit proxies by personal interview, telephone, facsimile and mail. It is anticipated that the fee for those services will not
exceed $5,000 plus reimbursement for out-of-pocket expenses. The cost of soliciting proxies will be borne by us. Other than the compensation of
MacKenzie, no compensation will be paid by us in connection with the solicitation of proxies, except that we may reimburse brokers,
custodians, nominees and other record holders for their reasonable out-of-pocket expenses in forwarding proxy materials to beneficial owners.

        Proposals of Stockholders�Proposals of stockholders to be considered for inclusion in the Company's proxy statement and proxy for the
2011 Annual Meeting of Stockholders (the "2011 Annual Meeting") must be received by the Secretary of the Company by no later than
December 26, 2010. Proposals of stockholders intended to be considered at the Company's 2011 Annual Meeting must be received by the
Secretary of the Company by no earlier than                        , 2011 and no later than                        , 2011.

        Other Business�The Board of Directors is not aware of any other matters to be presented at the Annual Meeting other than those described
in this Proxy Statement and the Company's Notice of Annual Meeting of Stockholders enclosed herewith. If any other matters are properly
brought before the Annual Meeting, however, it is intended that the persons named in the proxies will vote such proxies as the Board of
Directors directs.

By order of the Board of Directors,

John W. Lawrence, Jr.
Secretary

Chicago, Illinois
April     , 2010
ALL STOCKHOLDERS ARE REQUESTED TO VOTE NOW, EITHER BY TELEPHONE OR THE INTERNET, OR BY
COMPLETING, DATING, SIGNING AND RETURNING THE ENCLOSED PROXY PROMPTLY.
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APPENDIX A

CERTIFICATE OF AMENDMENT
OF

CERTIFICATE OF INCORPORATION
OF

NOVAMED, INC.

        NovaMed, Inc. (the "Corporation"), a corporation duly organized and existing under the General Corporation Law of the State of Delaware,
does hereby certify that:

        1.     Article IV, Section A of the Corporation's Amended and Restated Certificate of Incorporation, filed with the Secretary of State of the
State of Delaware on May 26, 1999 (the "Certificate of Incorporation"), is amended to read in its entirety as follows:

        "A.    Authorized Stock.    The Corporation shall have authority to issue the following classes of stock, in the number of shares and at the
par value as indicated opposite the name of the class:

CLASS

NUMBER OF
SHARES

AUTHORIZED
PAR VALUE
PER SHARE

Common Stock 27,253,000 $ 0.01
Preferred Stock 6,080,000 $ 0.01
        Immediately upon the filing of this Certificate of Amendment with the Secretary of State of the State of Delaware, every three shares of the
Corporation's Common Stock issued immediately prior to such filing (including each share of treasury stock) shall be combined and
reconstituted as one share of the Corporation's Common Stock (the "Reverse Split").

        The Reverse Split shall occur automatically and without any further action on the part of the Corporation or the holders thereof and whether
or not certificates representing the holders' shares prior to the Reverse Split are surrendered for cancellation.

        No fractional interest in a share of Common Stock shall be deliverable upon the Reverse Split. All shares of Common Stock (including
fractions thereof) held by a holder immediately prior to the Reverse Split shall be aggregated for purposes of determining whether the Reverse
Split would result in the issuance of a fractional share. Any fractional share resulting from such aggregation of Common Stock upon the Reverse
Split shall be converted into the right to receive a cash payment (without interest) in an amount equal to the proceeds attributable to the sale of
such fractional shares following the aggregation and sale of all fractional shares otherwise issuable. The Corporation shall not be obliged to issue
certificates evidencing the shares of Common Stock outstanding as a result of the Reverse Split unless and until the certificates evidencing the
shares held by a holder prior to the Reverse Split are either delivered to the Corporation or its transfer agent, or the holder notifies the
Corporation or its transfer agent that such certificates have been lost, stolen or destroyed and executes an agreement satisfactory to the
Corporation to indemnify the Corporation from any loss incurred by it in connection with such certificates."

        2.     The foregoing amendment to the Certificate of Incorporation has been duly approved by the Board of Directors in accordance with
Sections 141 and 242 of the General Corporation Law.

        3.     The foregoing amendment to the Certificate of Incorporation has been duly approved by the stockholders in accordance with
Sections 211 and 242 of the General Corporation Law.
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        IN WITNESS WHEREOF, the Corporation has caused this Certificate of Amendment of Certificate of Incorporation to be executed
this             day of                                     , 2010.

NOVAMED, INC.

By:
Name:
Title:
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APPENDIX B

CERTIFICATE OF AMENDMENT
OF

CERTIFICATE OF INCORPORATION
OF

NOVAMED, INC.

        NovaMed, Inc. (the "Corporation"), a corporation duly organized and existing under the General Corporation Law of the State of Delaware,
does hereby certify that:

        1.     Article IV, Section A of the Corporation's Amended and Restated Certificate of Incorporation, filed with the Secretary of State of the
State of Delaware on May 26, 1999 (the "Certificate of Incorporation"), is amended to read in its entirety as follows:

        "A.    Authorized Stock.    The Corporation shall have authority to issue the following classes of stock, in the number of shares and at the
par value as indicated opposite the name of the class:

CLASS

NUMBER OF
SHARES

AUTHORIZED
PAR VALUE
PER SHARE

Common Stock 81,761,465 $ 0.01
Preferred Stock 18,238,535 $ 0.01
        Immediately upon the filing of this Certificate of Amendment with the Secretary of State of the State of Delaware, every three shares of the
Corporation's Common Stock issued immediately prior to such filing (including each share of treasury stock) shall be combined and
reconstituted as one share of the Corporation's Common Stock (the "Reverse Split").

        The Reverse Split shall occur automatically and without any further action on the part of the Corporation or the holders thereof and whether
or not certificates representing the holders' shares prior to the Reverse Split are surrendered for cancellation.

        No fractional interest in a share of Common Stock shall be deliverable upon the Reverse Split. All shares of Common Stock (including
fractions thereof) held by a holder immediately prior to the Reverse Split shall be aggregated for purposes of determining whether the Reverse
Split would result in the issuance of a fractional share. Any fractional share resulting from such aggregation of Common Stock upon the Reverse
Split shall be converted into the right to receive a cash payment (without interest) in an amount equal to the proceeds attributable to the sale of
such fractional shares following the aggregation and sale of all fractional shares otherwise issuable. The Corporation shall not be obliged to issue
certificates evidencing the shares of Common Stock outstanding as a result of the Reverse Split unless and until the certificates evidencing the
shares held by a holder prior to the Reverse Split are either delivered to the Corporation or its transfer agent, or the holder notifies the
Corporation or its transfer agent that such certificates have been lost, stolen or destroyed and executes an agreement satisfactory to the
Corporation to indemnify the Corporation from any loss incurred by it in connection with such certificates."

        2.     The foregoing amendment to the Certificate of Incorporation has been duly approved by the Board of Directors in accordance with
Sections 141 and 242 of the General Corporation Law.

        3.     The foregoing amendment to the Certificate of Incorporation has been duly approved by the stockholders in accordance with
Sections 211 and 242 of the General Corporation Law.
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        IN WITNESS WHEREOF, the Corporation has caused this Certificate of Amendment of Certificate of Incorporation to be executed
this             day of                                     , 2010.

NOVAMED, INC.

By:
Name:
Title:
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line below.
0000057653_1
R2.09.05.010 For
Withhold For All All
All Except The Board
of Directors
recommends that you
vote FOR the
following: 1. Election
of Directors
Nominees 01 Robert
J. Kelly 02 C.A.
Lance Piccolo
NOVAMED, INC.
333 WEST
WACKER DRIVE
SUITE 1010
CHICAGO, IL 60606
VOTE BY
INTERNET -
www.proxyvote.com
Use the Internet to
transmit your voting
instructions and for
electronic delivery of
information up until
11:59 P.M. Eastern
Time the day before
the cut-off date or
meeting date. Have
your proxy card in
hand when you
access the web site
and follow the
instructions to obtain
your records and to
create an electronic
voting instruction
form. Electronic
Delivery of Future
PROXY
MATERIALS If you
would like to reduce
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the costs incurred by
our company in
mailing proxy
materials, you can
consent to receiving
all future proxy
statements, proxy
cards and annual
reports electronically
via e-mail or the
Internet. To sign up
for electronic
delivery, please
follow the
instructions above to
vote using the
Internet and, when
prompted, indicate
that you agree to
receive or access
proxy materials
electronically in
future years. VOTE
BY PHONE -
1-800-690-6903 Use
any touch-tone
telephone to transmit
your voting
instructions up until
11:59 P.M. Eastern
Time the day before
the cut-off date or
meeting date. Have
your proxy card in
hand when you call
and then follow the
instructions. VOTE
BY MAIL Mark, sign
and date your proxy
card and return it in
the postage-paid
envelope we have
provided or return it
to Vote Processing,
c/o Broadridge, 51
Mercedes Way,
Edgewood, NY
11717. The Board of
Directors
recommends you
vote FOR the
following
proposal(s): For
Against Abstain 2
Proposal to approve
an amendment to the
Company's
Certificate of
Incorporation to
effect a one-for-three
reverse stock split. 3
Proposal to approve
an amendment to the
Company's
Certificate of
Incorporation to
reduce the
Company's
authorized shares
from 100,000,000 to
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33,333,000. 4
Proposal to ratify the
appointment of BDO
Seidman, LLP as the
Company's
independent
registered public
accounting firm.
NOTE: Each of the
persons named as
proxies herein are
authorized, in such
person's discretion, to
vote upon such other
matters as may
properly come before
the Annual Meeting,
or any adjournment
or postponement
thereof. Please sign
exactly as your
name(s) appear(s)
hereon. When signing
as attorney, executor,
administrator, or
other fiduciary,
please give full title
as such. Joint owners
should each sign
personally. All
holders must sign. If
a corporation or
partnership, please
sign in full corporate
or partnership name,
by authorized officer.
Yes No Please
indicate if you plan to
attend this meeting
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0000057653_2
R2.09.05.010
Important Notice
Regarding the
Availability of Proxy
Materials for the
Annual Meeting: The
Notice & Proxy
Statement, Combined
Document is/are
available at
www.proxyvote.com .
NOVAMED, INC.
333 West Wacker
Drive, Suite 1010,
Chicago, Illinois
60606 PROXY FOR
THE ANNUAL
MEETING OF
STOCKHOLDERS
TO BE HELD ON
MAY 19, 2010 THIS
PROXY IS
SOLICITED ON
BEHALF OF THE
BOARD OF
DIRECTORS The
undersigned
stockholder(s) hereby
appoints Thomas S.
Hall and Scott T.
Macomber and each
of them, with full
power of substitution,
as attorneys and
proxies for, and in the
name and place of the
undersigned, and
hereby authorizes each
of them to represent
and to vote all of the
shares which the
undersigned is/are
entitled to vote at the
Annual Meeting of
Stockholders of
NovaMed, Inc. to be
held at the Holiday
Inn Chicago Mart
Plaza, 350 W. Mart
Center Drive,
Chicago, Illinois
60654, on Wednesday,
May 19, 2010 at 10:00
a.m., Chicago time,
and at any
adjournments or
postponements
thereof, upon the
matters as set forth in
the Notice of Annual
Meeting of
Stockholders and
Proxy Statement,
receipt of which is
hereby acknowledged.
THIS PROXY,
WHEN PROPERLY
EXECUTED AND
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RETURNED IN A
TIMELY MANNER,
WILL BE VOTED
AT THE ANNUAL
MEETING AND AT
ANY
ADJOURNMENTS
OR
POSTPONEMENTS
THEREOF IN THE
MANNER
DIRECTED HEREIN
BY THE
UNDERSIGNED
STOCKHOLDER(S).
IF NO
SPECIFICATION IS
MADE, THE PROXY
WILL BE VOTED
FOR ELECTION OF
THE NOMINEES
LISTED IN
PROPOSAL 1, FOR
APPROVAL OF
PROPOSALS 2, 3
AND 4 AS
DESCRIBED IN THE
PROXY, AND IN
ACCORDANCE
WITH THE
JUDGMENT OF THE
PERSONS NAMED
AS PROXIES
HEREIN ON ANY
OTHER MATTERS
THAT MAY
PROPERLY COME
BEFORE THE
ANNUAL
MEETING. PLEASE
VOTE, SIGN
EXACTLY AS
NAME APPEARS
HEREON, DATE,
AND RETURN THIS
PROXY CARD
PROMPTLY USING
THE ENCLOSED
ENVELOPE.
Continued and to be
signed on reverse side
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QuickLinks

PROPOSAL NO. 1 ELECTION OF DIRECTORS
NOMINEES
OTHER DIRECTORS
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
EXECUTIVE OFFICERS
PROPOSAL NO. 2. APPROVAL OF AN AMENDMENT TO THE COMPANY'S CERTIFICATE OF INCORPORATION TO EFFECT A
REVERSE STOCK SPLIT AND PROPOSAL NO. 3. APPROVAL OF AN AMENDMENT TO THE COMPANY'S CERTIFICATE OF
INCORPORATION TO REDUCE THE NUMBER OF AUTHORIZED SHARES
PROPOSAL NO. 4. RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
AUDITOR FEES
REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS
EXECUTIVE COMPENSATION
Compensation Discussion and Analysis
Compensation Committee Report
Summary Compensation Table
Grants of Plan-Based Awards
Outstanding Equity Awards at Fiscal Year-End
Option Exercises and Stock Vested
Potential Payments Upon Termination or Change in Control
Director Compensation Director Compensation Table
Equity Compensation Plan Information
COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION
CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
MISCELLANEOUS AND OTHER MATTERS

APPENDIX A

APPENDIX B
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