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Name of Applicant: Steward Health Care System LILC, Steward
Medical Holdings LL.C and Blackstone Medical Center, Inc.

i
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Name of Facility: Landmark Medical Center

Date Application Submitted: January 26 , 2012

Amount of Fee: $20,000

All questions concerning this application should be directed to the Office of Health Systems
Development at (401) 222-2788

Please have the appropriate individual attest to the following:

"I hereby certify that the information contained in this application is complete, accurate and true."
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signed and dated by the President or Chief Executive Officer
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“signed and’ﬁlated by Notary Pubhc




Name of Applicant: Steward Health Care System LILC, Steward
Medical Holdings LL.C and Blackstone Rehabilitation Hospital, Inc.

Name of Facility: Rehabilitation Hospital of Rhode Island

Date Application Submitted: January 26 , 2012

Amount of Fee: $20,000

All questions concerning this application should be directed to the Office of Health Systems
Development at (401) 222-2788

Please have the appropriate individual attest to the following:

"[ hereby certify that the information contained in this application is complete, accurate and true."
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signed and dated by the President or Chief Executive Officer
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signed and dated by Notary Public




Name of Applicant: Jonathan N. Savage in his capacity as the court-
appointed Special Master for Landmark Medical Center

Name of Facility: Landmark Medical Center

Date Application Submitted: January 26,2012

Amount of Fee: $20,000

All questions concerning this application should be directed to the Office of Health Systems
Development at (401) 222-2788

Please have the appropriate individual attest to the following:
"I hereby certify that the information contained in this application is complete, accurate and true."
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signed and dated by the ?’resident or Chief Executive Officer
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signed and dated by Notary Pliblic’
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Name of Applicant: Jonathan N. Savage in his capacity as the court-
appointed Special Master for Northern Rhode Island Rehab
Management Associates, L.P. d/b/a Rehabilitation Hospital of Rhode
Island

Name of Facility: Rehabilitation Hospital of Rhode Island

Date Application Submitted: January 26 ,2012

Amount of Fee: $20,000

All questions concerning this application should be directed to the Office of Health Systems
Development at (401) 222-2788

Please have the appropriate individual attest to the following:

" hereby certify that the information contained in this application is complete, accurate and true."
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signed and dated by the PﬁFs1dent or Chief Executive Ofﬁcer
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signed and dated by Notary Public
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1. Please provide an executive summary describing the nature and scope of the proposal. Additionally,
please include the following: (1) identification of all parties, (2) description of the applicant and its
licensure track record, (3) the type of transaction proposed including description of the transaction and
relevant costs, (4) summary of all transfer documents, and (5) summary of the organizational structure of
the applicant and its affiliates.

This application will outline the proposed acquisition of Landmark Health Systems, Inc. (“LHS”)
and Landmark Medical Center (“LMC”) by Blackstone Medical Center, Inc. f/k/a Steward Medical
Holdings Subsidiary Four, Inc. (“Blackstone Medical”) and the proposed acquisition of Northern
Rhode Island Rehab Management Associates, L.P. d/b/a Rehabilitation Hospital of Rhode Island
(“RHRI”) by Blackstone Rehabilitation Hospital, Inc. f/k/a Steward Medical Holdings Subsidiary
Foux Rehab, Inc. (“Blackstone Rehab”). Steward Health Care System LLC (“SHCS”) and Steward
Medical Holdings LLC (“SMH?”) are also applicants to this application and shall be referred to
collectively with Blackstone Medical and Blackstone Rehab throughout this application as
“Steward”. The acquisitions are pursuant to an Asset Purchase Agreement entered into by order of
the Superior Court for the County of Providence on June 8, 2011 between Jonathan N. Savage,
solely in his capacity as the Court-appointed Special Master (“Special Master”) for LHS, LMC and
RHRI (the “Sellers” or the “Landmark Entities”), and SHCS and Blackstone Medical (the
“Buyers”). Steward and the Landmark Entities shall be collectively referred to as the “Applicants”
within this application. Please note that when information is provided in this application for LMC
and RHRI for the period post-closing, it is understood that at that time the facilities will be licensed
under the names Blackstone Medical and Blackstone Rehab, respectively.

Steward Health Care System
Organization

SHCS is a Delaware limited liability company formed on March 18, 2010. It is the parent company
of SMH, a Delaware limited liability company, Steward Hospital Holdings, a Delaware limited
liability company (“SHH”), and other entities that together form a broad health care system in
Massachusetts. See Confidential Exhibit 12(a) in the Hospital Conversion Application submitted by
the Applicants and accepted for review on January 17, 2012 (“HCA”). Both Blackstone Medical
and Blackstone Rehab are Delaware for-profit corporations, and are direct subsidiaries of SMH,
and indirect subsidiaries of SHCS.

SHH is the parent company of 6 community hospitals in Massachusetts that are bound by the
Ethical and Religious Directives for Catholic Health Care Services, which were acquired on
November 6, 2010. In addition to Blackstone Medical and Blackstone Rehab, SMH is also the
parent company of 4 additional community hospitals located in Massachusetts, which SMH
acquired on May 1, 2011 and September 30, 2011. All of the hospitals held by SHH and SMH are
treated in this application as “affiliate hospitals”, where that term is used and applicable.

Landmark Health System
Organization

Woonsocket Hospital (“WH?”) was established as a non-profit charity in 1873. It continued to
operate in this form, as amended from time to time, until the late 1980s. In 1987, WH was
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reorganized under a newly created parent corporation known as Woonsocket Community Health
(“WCH?”) for the purpose of advancing the hospital’s mission. Shortly thereafter WH merged and
consolidated with John Fogarty Memorial Hospital (“Fogarty Hospital’’), a similar facility located
in North Smithfield, Rhode Island. The newly combined entity was known as Woonsocket Hospital
Corporation (“WHC”), which changed its name to Landmark Medical Center on September 8,
1988. Currently, LMC is licensed as a 214-bed general acute care hospital located in Woonsocket,
Rhode Island.

At the same time that WH and FH merged, WH’s parent corporation, WHC, merged and
consolidated with the parent of Fogarty Hospital, Fogarty Health Systems, Inc. The consolidated
entity, Fogarty-Woonsocket Health Care Corporation, changed its name to Landmark Health
Systems on September 8, 1988. LHS is a tax-exempt organization and sole corporate member of
LMC. ILHS was formed to own, manage, and operate both hospital facilities, merge their operations
and otherwise advance their missions. With LHS as the sole operator of both hospitals, the two
facilities improved the integration and efficiency of their operations, and continued to serve
communities in northern Rhode Island and southeastern Massachusetts with the same high quality
health care that these facilities had traditionally provided.

LHS subsequently formed a joint venture with Braintree Rehabilitation Hospital in Braintree,
Massachusetts for the purposes of converting and operating the facilities of the former Fogarty
Hospital as a specially licensed rehabilitation hospital. This facility is RHRI, which is a for-profit
rehabilitation hospital located in North Smithfield, Rhode Island.

In 2003, LHS subsequently formed a Joint Venture with LMC known as Northern Rhode Island
Rehab Management Associates (NRIRMA). NRIRMA is a Delaware Corporation formed for the
purposes of acquiring full ownership of and operating RHRI and its facilities.

In 2008, NRIRMA sold certain properties and facilities of RHRI to Medistar Rhode Island, LLC; a
Texas limited liability company. NRIRMA leased back these properties from Medistar and
continues to operate and manage RHRI.

LHS, LMC, NRIRMA and their organizational predecessors have created various subsidiary
and/or affiliated entities which relate or related to serving the respective missions of each
organization. Most of such affiliated entities no longer exist, or are no longer active. Exhibit 1(a)
identifies all Landmark-related corporations and the current status of each. An organizational
diagram is provided at Exhibit 15. Corporate documents and certificates for all active entities are
provided among the documents in this submission.

Court Supervision and Governance

On June 26, 2008, the Superior Court for the County of Providence appointed the Special Master to
oversee the operations of LHS, LMC and RHRI. The Special Master, under the supervision the
Court and in his capacity as Special Master, is the sole governing and operational authority for
LMC, LHS, and NRIRMA. The Landmark entities presently have no governing body, trustees, or
other executives empowered to direct the Special Master or to undertake actions not delegated or
approved by the Special Master.
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The body of senior managers involved in the daily operations of the Landmark entities, all of whom
report to the Special Master, has been extensively reduced and consolidated since 2008, and is
described and detailed in various documents included in this submission.

Bid Process

Throughout the mastership proceeding, the Special Master, with the oversight of the Court-
designated health care expert Pricewaterhouse Coopers, LLP (“PwC?”), diligently searched for a
strategic partner for the acquisition of the assets and business of the Landmark Entities. Despite
receiving a significant amount of interest from numerous parties between 2008 and 2010, none of
those interested parties completed a transaction for the purchase of the assets and business of the
Landmark Entities.

In or about January 2011, in an effort to identify prospective purchasers for the Landmark
Entities, with the recommendation of PwC, the Special Master retained Joshua Nemzoff of Nemzoff
& Company, LLC to act as a Hospital Acquisition Advisor. Following Mr. Nemzoff’s retention by
the Special Master, he identified approximately fifteen (15) entities interested in bidding on the
assets and business of the Landmark Entities. In response to the growing interest in the acquisition
of the assets and business of the Landmark Entities, the Superior Court for the State of Rhode
Island sitting in Providence County entered an Order (attached as Exhibit 1(b)) outlining a process
pursuant to which (i) those entities interested in purchasing the assets and business of the
Landmark Entities could submit bids for the same, (ii) the Special Master and the Court could
consider those bids submitted, and (iii) the Court could eventually make a decision relative to the
bids submitted (the “Bid Process”).

As a result of the Bid Process, five (5) entities submitted bids for the assets and business of the
Landmark Entities and the Court held several lengthy hearings relative to those bids submitted.
Subsequent to those hearings, the Court on at least two (2) occasions directed the bidders to
improve their respective bids and/or provide greater detail with regard to certain issues presented
in their bids. Prior to a scheduled bid selection hearing, in ox about late May 2011/early June 2011,
Steward presented the Special Master with a bid which the Special Master deemed superior to all
other bids that had been submitted to the Court. The Special Master presented the bid to the Court
requesting authorization to accept the Steward bid. At the conclusion of a lengthy hearing, the
Court determined that none of the previously submitted bids were acceptable or viable, that the
Steward bid was acceptable and viable and that the Special Master was authorized to execute the
Asset Purchase Agreement and Agreement for Advisory Services with Steward.

Proposed Change in Effective Control

The Court approved the Asset Purchase Agreement on June 8, 2011. Under the Asset Purchase

- Agreement, the Sellers propose to sell all right, title and interest in all assets, both real and
personal, and both tangible and intangible, associated with owning, leasing, managing and
operating LMC and RHRI, free and clear of all claims, liens and encumbrances. The assets include
the business operations and any other assets located at the following addresses:
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115 Cass Avenue, Woonsocket, Rhode Island (the “Main Campus”);

116 Eddie Dowling Highway, North Smithfield, Rhode Island (“RHRI

Campus”);

196 Cass Avenue, Woonsocket, Rhode Island (the “Business Office”);

186 Cass Avenue, Woonsocket, Rhode Island (the “Heart Center”);

206 Cass Avenue, Woonsocket, Rhode Island (the “Vacant Suite”);

219 Cass Avenue, Woonsocket, Rhode Island (the “Medical Office Bldg”);

20 Cumberland Hill Road, Woonsocket, Rhode Island (the “Drawmg

Station”);

115 Cass Avenue, Woonsocket, Rhode Island, Suite 2 (the “Oncology Practice”);

355 Cass Avenue, Woonsocket, Rhode Island (“Parking”);

63 Eddie Dowling Highway, Noxth Smithfield, Rhode Island (“OB Practlce”),

and

1526 Atwood Avenue, Johnston, Rhode Island (“Atwood Therapy Services”)
_ (Site closed as of August 2011).

FrE

Cere D qathe AR

=

Under the Asset Purchase Agreement, the Buyers will pay a total purchase price of Forty Million
One Hundred Thousand Dellars ($40,100,000) (subject to various adjustments), plus the value of
Net Working Capital determined by the parties. The Purchase Price will be payable as follows:

(a) $30,000,000 shall be paid for capital expenditures during the first five (5) years following
the Closing;

(b) $2,000,000 shall be deemed paid at Closing by virtue of Steward, as successor-in-interest
to Caritas Christi, providing evidence that Sellers’ outstanding indebtedness to Caritas
Christi is cancelled;

(¢) $1,600,000 shall be payable at Closing in satisfaction of Sellers’ indebtedness to CRB
Holdings, Inc.;

(d) $2,000,000 shall be payable at Closing in satisfaction of Sellers’ indebtedness to Blue
Cross Blue Shield; and

(e) $3,500,000 shall be payable at Closing by payment of the premium for the “tail”
insurance contemplated in the Asset Purchase Agreement.

The transaction shall be funded entirely through equity and Steward will not take on any new debt
commitments. The $30,000,000 investment in capital is intended to be used in connection with the
operation of the facilities as well as needed updates to the facilities, such as investments in
technology or expansion of services. In addition, Steward plans to spend $4,500,000 in the first 5
years following closing for the purposes of physician recruitment to meet the needs of the
community. Finally, Steward anticipates that 2.5% of annual net patient revenues will be allotted
for routine capital expenditures.

Steward Health Care System has developed a preliminary capital expenditure plan for Blackstone
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Medical and Blackstone Rehab. The current plan includes upgrades to clinical equipment such as
diagnostic imaging and cardiovascular equipment, facilities and infrastructure investments,
including renovations of the emergency department, information technology improvements across
the facilities, and investments to foster the growth of primary and specialty care.

Please note, that this is a preliminary plan and is subject to change. Steward values the input of
local management and board members. After the transaction is concluded the capital plan will be
further evaluated and finalized.

All capital for the transaction is fully funded by 100% owner’s equity. Please see Confidential

Exhibit 43(a)(1) of the HCA for more information about SHCS’s financial p0s1t10n and available
cash.

The Closing is scheduled to occur on January 31, 2012, subject to approval of this proposed change
in effective control. As of the filing of this application, Steward anticipates that the senior
managers at LMC and RHRI will remain in their positions immediately after the effective date of
the change in effective control. Robert Guyeon, former COO of SHCS, will serve as Chief
Restructuring Officer immediately upon closing. As part of his responsibilities he will be evaluating
all current management in their roles and determining where changes and/or additions need to be
made.

Benefit of the Proposed Change in Effective Control

The goal of the Special Mastership is to sell the assets of LMC, LHS, and RHRI, exceptmg cash and
accounts receivables, to a buyer who will maintain the full medical services provided by the LMC
and RHRI. An additional benefit of the change in effective control is the maintenance of a critical
component of the northern Rhode Island and state economies. The proposed change in effective
control will be the conclusion of over 3 years of efforts by the Special Master, with considerable
assistance from the Department of Health and the Attorney General’s office, to find an appropriate
buyer for LHS, LMC and RHRI.

As noted above, LMC and RHRI provide valuable services to a traditionally underserved and
medically needy patient population, but they are struggling to survive and have needed the
protection of the Special Mastership in order to continue providing services. The appropriate
buyer must be both financially capable of making many needed investments into the infrastructure
of LMC and RHRI, and also have experience with managing and operating community hospitals.
Steward plans to maintain and improve upon the sexrvices currently offered. If the change in
effective control is not approved, and the Special Master is unable to find another buyer for the
Landmark Entities, the Rhode Island health care delivery system would become unbalanced and
the LMC and RHRI service areas would lose vital health care providers. Steward will be able to
infuse much-needed capital into the facilities, and bring its experience with eperating 10 community
hospitals in Massachusetts to Rhode Island.
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2. Name and address of the applicant:

Name: Steward Health Care System LLC Telephone: (617) 789-2500

Steward Medical Holdings LL.C

Blackstone Medical Center, Inc.

Blackstone Rehabilitation Hospital, Inc.

Address: 500 Boylston Street, Boston, MA Zip Code: 02116
Name: Landmark Medical Center Telephone: (401) 769-4100
Address: 115 Cass Avenue, Woonsocket, RI Zip Code: 02895

Name: Northern Rhode Island Rehab Management Associates, Telephone: (401) 766-0800
L.P. d/b/a Rehabilitation Hospital of Rhode Island

Address:116 Eddie Dowling Highway, North Smithfield, RI Zip Code: 02896

3. Name and address of facility (if different from applicant):

Name: Landmark Medical Center Telephone: (401) 769-4100
Address: 115 Cass Avenue, Woonsocket, RI Zip Code: 02895
Name: Rehabilitation Hospital of Rhode Island Telephone: (401) 766-0800

Address:116 Eddie Dowling Highway, North Smithfield, RI Zip Code: 02896
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4.  Information of the President or Chief Executive Officer of the applicaht:

Steward Health Care System LIL.C
Steward Medical Holdings LLC
Blackstone Medical Center, Inc.

Blackstone Rehabilitation Hospital, Inc.

Name: Ralph dela Torre, MD

Telephone: (617) 419-4701

Address: 500 Boylston Street, Boston, MA

Zip Code: 02116

E-Mail: Ralph.delatorre@steward.org

Fax: (617) 419-4800

Jonathan N. Savage in his capacity as the court-appointed Special Master for
, Landmark Medical Center
Northern Rhode Island Rehab Management Associates, L.P.
d/b/a Rehabilitation Hospital of Rhode Island

Name:; Richard R. Charest

Address: 115 Cass Avenue, Woonsocket, RI

Telephone: (401) 769-4200 ext. 2000
Zip Code: 02895 '

E-Mail: rcharest@landmarkmedical.org .

Fax: (401) 766-5488

5.  Information for the person to contact regarding this proposal:

Name: Jeffrey F. Chase-Lubitz, Esq.

Telephone: (401) 454-0400

Address: Donoghue, Barrett & Singal PC
Ten Weybosset Street, Suite 602
Providence, RI

Zip Code: 02903

E-Mail: jfcl@dbslawfirm.com

Fax: (401) 454-0404
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6. A. EXISTING ENTITY:

License category: Hospital Premise

Name of Facility: Landmark Medical Center License #: HOS00117

Address: 115 Cass Avenue, Woonsocket, RI 02895 Telephone: (401) 769-4100

Type of Ownership: Individual _ ° Partnership _X Corporation _ Limited Liability Co.
Tax Status: ___ForProfit X Non-Profit '

License category: Rehab Hospital Center

Name of Facility: Rehabilitation Hospital of Rhode Island License #: RHC02102

Address: 116 Eddie Dowling Hwy, North Smithfield, RI 02896 Telephone: (401) 766-0800

Type of Ownership:  Individual X Partnership ___ Corporation __Limited Liability Co.
Tax Status: _X For Profit __ Non-Profit

B. PROPOSED ENTITY:

License category: Hospital Premise

Name of Facility: Blackstone Medical Center, Inc. License #: TBD

Address: 115 Cass Avenue, Woonsocket, RI 02895 Telephone: (401) 769-4100

Type of Ownership: __ Individual  Partnership _X Corporation  Limited Liability Co.
Tax Status: X For Profit __ Non-Profit

License category: Rehab Hospital Center

Name of Facility: Blackstone Rehabilitation Hospital, Inc. License #: TBD

Address:116 Eddie Dowling Hwy, North Smithfield, RT 02896  Telephone: (401) 766-0800

Type of Ownership: - Individual  Partnership _X Corporation __ Limited Liability Co.
Tax Status: _X For Profit __ Non-Profit

7. Does this proposal involve a nursing facility? Yes __ No X
o Ifresponse to Question 7 is ‘Yes’, please complete Appendix C.
8.  WIill the facility be operated under management agreement with an outside party? Yes_ No X

e Ifresponse to Question 8 is "Yes", please provide copies of that agreement.

9.  Will the proposal involve the facility/ies providing healthcare services under contract with an
outside party? Yes  No X

e Ifresponse to Question 9 is "Yes", please identify and describe those services to be contracted out.
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10. Estimate the date (month and year) for the proposed transfer of ownership, if approved:

January 2012.

11. Please provide a concise description of the services currently offered by the licensed entity and
identify any services that will be added, terminated, expanded, or reduced and state the reasons therefore:

LMC offers general acute care inpatient and outpatient hospital services. LMC also offers specialized
services through its experts in cardiac care, cancer care, pain management and neck and spine
injuries. RHRI is a licensed rehabilitation hospital and provides a complete range of inpatient and
outpatient rehabilitation services, including general physical therapy, neurorehabilitation, stroke
recovery, amputee rehabilitation, spinal cord rehabilitation and orthopedic rehabilitation. Please see
attached Exhibit 11(a) for information on services currently offered at LMC and RHRIL

Steward is currently reviewing all departments, and medical, clinical, social and administrative
services provided by LMC and RHRI, but has not yet made final determinations regarding
whether such departments and/or services may need to be changed, by eliminating, significantly
reducing or enhancing such departments and/or services in the interest of operational efficiency
following the change in effective control.

Based on the prior acquisitions of struggling community hospitals, Steward anticipates that certain
of the hospitals’ administrative departments will need to be consolidated at a corporate level, in the
interest of maximizing the efficiencies of these departments, as well as cost savings. Steward
anticipates that certain financial and support services will most likely be consolidated for greater
efficiency and cost savings. Additional consolidations may occur in areas such as information
technology and reimbursement but Steward has not made any further decisions at this time.
Further, while some of the administrative departments will most likely be managed at a higher,
corporate level, Steward recognizes that the functions performed locally by such departments are
necessary for hospital operations and in many cases some local representatives will be maintained.

There are currently no plans in place to change or eliminate medical, clinical or social services. The
assessment of such services can only be done on an ongoing basis, once Steward has the opportunity
to collect sufficient data and determine the most efficient way to operate the hospitals, post-closing.
Steward’s responses to Appendix B emphasize that any currently contemplated changes or
reductions to departments or services will have minimal impact on patient care,.

It is important to note that the growth of services and the significant capital investment Steward
will put into the Landmark Entities will inevitably bring more jobs to the community. Exhibit
11(b) outlines a sample of the economic impact Steward has had in Massachusetts through its
acquisition of the 6 Caritas Christi hospitals, as well as Merl imack Valley Hospital and Nashoba’
Valley Medical Center. v

If the Applicants develop any further plans regarding changing or eliminating any departments or
services at LMC and RHRI during the review of this application, the Applicants will provide

9
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supplemental information to the Department of Health and the Department of the Attorney
General.

12.  Please identify the long-term plans of the applicant with respect to the health care programs and
health care services to be provided at the facility:

Please see the response to Question 11 for information regarding the Applicants’ long-term plans with
respect to the health care programs and health care services provided at LMC and RHRI.

13. Does the entity seeking licensure plan to participate in Medicare or Medicaid (Titles XVII or XIX of
the Social Security Act)?

MEDICARE: YesX No MEDICAID:  YesX No___

o If response to Question 13 for either Medicare and/or Medicaid is “No’, please explain.

14.  Please provide all appropriate signed legal transfer documents (i.e. purchase and sale agreement,
affiliation agreement); NOTE: these documents must cause both parties to be legally bound.

See Confidential Exhibit 18(a) of the HCA.

15. Please provide organization charts of both agencies (existing entity and the applicant) for prior to
transfer and post transfer, identifying all "parent” legal entities with direct or indirect ownership in or
control, all "sister" legal entities also owned or controlled by the parent(s), and all "subsidiary" legal entities.

See Confidential Exhibit 12(a) of the HCA and attached Exhibit 15.

16. If the proposed owner, operator or director owned, operated or directed a health care facility (both
within and outside Rhode Island) within the past five years, please demonstrate the record of that
person(s) with respect to access of traditionally underserved populations to its health care facilities.

Since its initial acquisition of the 6 Caritas hospitals in Massachusetts in November 2010, Steward
has understood the need to provide care to traditionally underserved populations. Steward has
expanded its hospital network to 10 community hospitals within Massachusetts and also provides
care through its hospital satellites and home health care agency. Please see attached Confidential
Exhibit 32(a) of the HCA for information about uncompensated care provided in the Steward
communuity hospitals in Massachusetts.

Steward anticipates that charity care will continue to play a role in the care delivered at LMC and
RHRI. Currently, LMC and RHRI have charity care policies in place, as required by Rhode Island
law. Blackstone Medical and Blackstone Rehab plan to establish charity care policies in compliance
with applicable Rhode Island law and generally consistent with those currently in existence at LMC
and RHRIL

10
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17. Please identify the proposed immediate and long-term plans of the applicant to ensure adequate and
appropriate access to the program and health care services to be provided by the health care facility/ies to
traditionally underserved populations.

The acquisition of LMC and RHRI will have a positive impact on the health care delivery system in
the state of Rhode Island as a whole, and particularly in Woonsocket, North Smithfield and the
surrounding communities. At issue in this proposed transaction is the continuation of the provision
of vital medical services to an underserved and medically needy community within Rhode Island.
LMC provides a substantial percentage of all hospital care required by residents of Providence
County on any given day. This includes approximately 65% of all acute hospital care required by
residents of Woonsocket. A high proportion of these residents lack health insurance and other
economic resources. Moreover, this population displays a greater than average need for health
sexrvices as the city and nearby suburbs are home to an older, more isolated and more disabled
population that other areas of the state. The area also has one of the highest poverty rates and
lowest median incomes in the state and the area populace, as a whole, lacks the ability to provide
charitable contributions to support LMC. (See Exhibit 17(a)).

Unable to develop an endowment, LMC is one of the most disadvantaged hospitals in the state.
LMC operates one of the state’s busiest emergency rooms providing over 40,000 emergency visits
per year. Roughly 25% of these patients arrive at the hospital by ambulance. LMC also treats a
higher proportion of complex cases than most other Rhode Island facilities reporting the third
highest Medicare case-mix index of all hospitals in the state. (See Exhibit 17(b})

Many services provided by LMC are not uniformly available at other area hospitals. Important
examples include emergency interventional cardiac care and on-site radiation therapy. Ready
availability of services such as these positively impact survival rates and outcomes for area

residents. (See Exhibit 17(b)).

RHRI, LMC?s sister hospital, is the only freestanding hospital facility in Rhode Island that focuses
exclusively on patients who cannot be discharged from an acute hospital to their home or to a
community setting because of special rehabilitation needs. RHRI provides a more specialized but
lower cost alternative for treatment of these patients (600-700 annually) who would otherwise
require extended stays in acute facilities.

This transaction will benefit the service areas by ensuring that LMC and RHRI continue to operate.
LMC is the only acute care hospital in its service area (see Exhibit 17(¢)) and it is essential for the
residents of the community that LMC continue to serve this market. The hospitals have been
struggling financially for several years and Steward has made a commitment to put much needed
capital improvements into the facilities. Some of the key proposed investments include emergency
department renovations, upgrades to imaging equipment, and new information technology that will
improve the delivery of care.

Furthermore, third-party studies (referenced above) report that there is a significant concern
regarding whether patients in the LMC service community can safely receive care outside of the

! All capital spending must be approved by the local management team and board.

11
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service area. Nearby hospitals are already operating above 80% capacity and even more concerning
is the potential domino effect the longer drive times would have for EMS services in the area.

The statistics show that the Woonsocket community is economically disadvantaged. Not only is the
median income significantly below the state average, but the unemployment rate, which has grown
considerably since 2000, is also significantly higher than the rest of the state.

Estimated median household income in 2009: $39,964 (it was $30,819 in 2000) Unemployment in March 2011;
Woonsocket: $39,964 Here:
Rhode Island w: §54,119 Rhode Islan

In areas such as this, it is even more important to keep community care local. A study done by
Vector Group LLC in 2010 (attached at Exhibit 17(b)) cited the fact that “Industry studies have
consistently shown the close relationship between proximity and access to care — especially among
lower income persons”. Keeping market share at LMIC and RHRI will have a positive impact on
maintaining the health status of the patients in these communities.

18. Please provide a copy of charity care policies and procedures and charity care application form.

Currently, LMC and RHRI have charity care policies in place, as required by Rhode Island law,
which are attached as Exhibit 18, SHCS, through Blackstone Medical and Blackstone Rehab, plans
to establish charity care policies in compliance with applicable Rhode Island law and generally
consistent with those currently in existence at LMC and RHRI.

19. After the proposed change in effective control, will the facility/ies provide medically necessary
services to patients without discrimination, including the patients’ ability to pay for services? Yes X
No__.

e If response to Question 19 is ‘No’, please explain.

20. Please provide a copy of the Quality Assurance Policies (for the services) and a detailed explanation
of how quality assurance for patient services will be implemented at the facility/ies by the applicant.

SHCS has developed a strong system-wide quality assurance program, which it has implemented in
10 Massachusetts hospitals. The program will be adapted for use at LMC and RHRI, taking into
consideration the unique needs of each of the facilities, as well as any legal requirements for quality
assurance programs within the State of Rhode Island. See Exhibit 20 for the Steward Quality
Assurance Policies.
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21. Please provide a detailed descriptionb about the amount and source of the equity and debt commitment
for this transaction. (NOTE: If debt is contemplated as part of the financing, please complete Appendix
E). Additionally, please demonstrate the following:

A. The immediate and long-term financial feasibility of the proposed financing plan;
B. The relative availability of funds for capital and operating needs; and
C. The applicant’s financial capability.

As discussed in the response to Question 1, above, under the Asset Purchase Agreement, the Buyer
will pay a total purchase price of Forty Million One Hundred Thousand Dollars ($40,100,000)
(subject to various adjustments), plus the value of Net Working Capital determined by the parties.
The Purchase Price shall be funded entirely through equity and Steward will not take on any new
debt commitments.

The Purchase Price will include $30,000,000 for capital expenditures during the first five (5) years
following the Closing, The $30,000,000 investment in capital is intended to be used in connection
with the operation of the facilities as well as needed updates to the facilities, such as investments in
technology or expansion of services. In addition, Steward plans to spend $4,500,000 in the first S
years following closing for the purposes of physician recruitment to meet the needs of the
community. Finally, Steward anticipates that 2.5% of annual net patient revenues will be allotted
for routine capital expenditures.

22. Please provide legally binding evidence of site control (e.g., deed, lease, option, etc.) sufficient to
enable the applicant to have use and possession of the subject property, if applicable.

See Confidential Exhibit 18(a) of the HCA.

23. If the facility is not-for-profit and/or affiliated with a not-for-profit, please provide written approval
from the Rhode Island Department of Attorney General of the proposal.

The parties will be concurrently seeking approval of the proposed tramnsaction from the Rhode
Island Department of Attorney General through the Hospital Conversion Act review process.

24. Please provide each of the following documents apphcable to the applicant's legal status:

-Certificate and Articles of Incorporation and By-Laws (for corporations)
-Certificate of Partnership and Partnership Agreement (for partnerships)
-Certificate of Organization and Operating Agreement (for limited liability corporations)

If any of the above documents are proposed to be revised or modified in any way as a result of the
implementation of the proposed change in effective control, please provide the present documents and the
proposed documents and elearly identify the revisions and modifications.

Exhibit 24(a), LMC Organizational Documents
Exhibit 24(b), LMC By-Laws

13
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Exhibit 24(¢c), RHRI Organizational Documents
Exhibit 24(d), RHRI Partnership Agreement

Exhibit 24(e), SHCS Organizational Documents
Confidential Exhibit 10(g)(2) of the HCA, SHCS Fourth Amended and Restated Limited Liability
Company Agreement

Exhibit 24(f), SMH Organizational Documents
Confidential Exhibit 10(i) of the HCA, SMH Limited Liability Company Agreement

Exhibit 24(g), Blackstone Medical Organizational Documents
Confidential Exhibit 10(k) of the HCA, Blackstone Medical By-Laws (to replace the LMC By-Laws)

Exhibit 24(h), Blackstone Rehab Organizational Documents |
Confidential Exhibit 10(m) of the HCA, Blackstone Rehab By-Laws (to replace the RHRI
Partnership Agreement)

25. If the applicant and/or one of its parent companies (or ultimate parent) is a publicly traded corporation,
please provide copies of its most recent SEC 10K filing.

NOT APPLICABLE

26. Please provide audited financial statements (which should include an income statement, balance sheet
and cash flow statement) for the last three years for the applicant, and/or its ultimate parent, and for the
existing facility.

Audited financials are not yet available for Steward because the system completed its first fiscal
year on September 30, 2011. Please see Confidential Exhibit 43(a)(1) of the HCA for Steward FY11
financial information.

See Confidential Exhibit 43(a)(2) of the HCA for the audited financials for LMC and Confidential
Exhibit 43(a)(3) of the HCA for the audited financials for RHRI.

27. All applicants must complete Appendix A, D, F and G.

- 14
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APPENDIX A

All applicants must complete this Appendix.

1. Please indicate the financing mix for the capital cost of this proposal. NOTE: the Health Services
Council’s policy requires a minimum 20 percent equity investment in CEC projects.

Source Amount Percent | Interest Rate | Terms (Yrs.)
Equity* $ %
Debt** $ % %|.
Lease $ % %
TOTAL $ 100%

*  Equity means non-debt funds contributed towards the capital cost related to a change in owner or

- change in operator of a healthcare facility which funds are free and clear of any repayment or liens
against the assets of the proposed owner and/or licensee and that result in a like reduction in the
. portion of the capital cost that is required to be financed or mortgaged.

## If debt financing is indicated, please complete Appendix E.

2. Please identify the total number of FTEs (full time equivalents) and the associated payroll expense (with
fringe benefits) required to staff this proposal in the last full year and as projected in the first full year after
the implementation of the proposal.

See Attachment A
CURRENT YEAR 20____ <-- FIRST FULL OPERATING YEAR 20 -->
EXISTING ADDITIONS/(REDUCTIONS) - NEW TOTALS
. Number of Payroll A Payroll Number of Payroll
PERSONNEL FTEs W/Fringes |Number of FTEs| WI/Fringes FTEs Wi/Fringes

Medical Director $ $ $
Physicians $ $ $
Administrator $ $ $
RNs $ $ $
LPNs $ $ $
Nursing Aides $ $ $
PTs $ $ $
OTs $ $ $
Speech Therapists $ $ $
Clerical $ $ $
Housekeeping $ $ $
Other :( ) $ $ $

( ) $ $ $

( ) $ $ $
TOTALS $ $ $




APPENDIX A (CONT.)

3. Please complete the following table for the facility for the last full year, the current year and for the
first year after the implementation of the proposal. Round all amounts to the nearest dollar. '

See Attachment A
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LANDMARK MEDICAL CENTER

CEC APPENDIX A
QUESTION 2:

CURRENT YEAR FY11 <--FIRST FULL OPERATING YEAR FY12—>

EXISTING ADDITIONS/(REDUCTIONS) NEW TOTALS

NUMBER of PAYROLL PAYROLL NUMBER of| PAYROLL
PERSONELL FTEs| W/FRINGES| NUMBER of FTEs (1} W/FRINGES FTEs W/FRINGES|
Medical Director 1.0[3$ 292,129 00| 61 10]s 292,190
Physicians 12.5($ 4,756,372 003 371,569 125(|$ 5,127,941
Administrator 1.0]$ 531,144 00/|$ 110 10]$ 531,254
RNs . 202.5| S 22,197,974 2613 406,607 2051 |$ 22,604,581
LPNs 108]$ 783,960 (2.5)f $ {184,854) 833 599,106
Nursing Aides 673|$ 3,550,726 (1.4)] $ (55,533) 659 |$ 3,495,193
PTs 00]$ - 0.0]$ - 0053 -
Ots 00]$ - 0.0]$ - 0.0]|$ -
Speech Therapists 00158 - 00]|$ - 001]S -
Clerical 1439 S 8,004,605 (23.2)| §  (1,248,548)| - 1207 |$ 6,756,057
Housekeeping 0.0]s - 005 - 00]$ -
Other Professional 156.8 | $ 13,100,640 (22.6)| §  (2,222,223) 1292 | $ ' 10,878,417
Support Staff 10008 4,792,723 (30.3)| $  (1,280,746) 69.7 S 3,511,977
Management 70.8|$ 8068441 (6.5)] $ (611,331) 643 1S 7,457,110
TOTALS 766.6 | S 66,078,714 (88.9)] S (4,824,888) 677.7| S 61,253,826
QUESTION 3:

ACTUAL BUDGETED <—FIRST FULL OPERATING YEAR FY12-->

PREVIOUS CURRENT INCREMENTAL

YEAR FY10  YEAR £Y11 (2) CEC DENIED (3) CEC APPROVED DIFFERENCE
REVENUES:
Net Patient Revenue $ 113,573,038 $ 119,628,523 | $ 114,354,659 | $§ 114,354,659 | $ -
DSH Payment S 6469485|S 5499708} S 5,074,833 | $ 5,074,833 S
Other Operating Revenue S 3,461,444 | $§ 3,382,866 | S 3,059,429 | 3,059,430 | $ 0
TOTAL REVENUE $ 123,503,968 | $ 128,511,097 | S 122,488,921 | § 122,488,922 S 0
EXPENSES:
Payroll w/Fringes S 64,494,549 $ 66,807,999 | $ 65,209,499 [ $ 61,253,826 |$  (3,955,673)
Bad Debt S 15,724,028 | $ 16,610,857 | S 14,347,333{$ 14,319,612} $ (27,721)
Supplies $  18,518255|$ 19,543,949 $ 20,908,581 {$ 21,532,879} $ 624,298
Office Expense $ 1,011,859 S  1,043966|$ 1,024,008 | $ 1,054,260} $ 30,252
Utilities S  1,625728|$ 1,589,293 $ 1,714,943 |$  1,765814] S 50,871
Insurance S 3963957|S 2,560,189 | S 2,616,013 $  2,687,116( S 71,103
Interest $ 530,787 | $ 424,417 | $ 416,353 { $ 27,560 | $ (388,793)
Depreciation/Amortization $ 2,154,836 |$ 1,987,886 $ 1,918,860 S 3,394,574 $ 1,475,714
Leasehold Expenses S 76,099 | $ 39,993 | $ 32,232 | $ 32,232 $ -
Purchased Services $  19,148219|$ 16,732,502 | $ 17,657,432 | $ 16,497,065 $  (1,160,367)
Professional Fees S 1,064917|$ 1,480,009 | S 800,155 | $ 800,155 | $ -
Hospital License Fee $  5503873|$ 5568862|% 5,585,024 |$  5585024| S -
Other Expenses $ 667,442 | $ 830,553 | $ 701,089 | $ 737,691 | $ 36,602
TOTAL EXPENSES $ 134,484,549 | $§ 135,220,565 | $ 132,931,523 | $ 129,687,808 | $  (3,243,715)
OPERATING PROFIT: $  (10,980,581)f $§  (6,709,468)] S (10,442,602)] $  (7,198,886)] $ 3,243,716

Note: LIMC & LPOS Consolidated

{1) Please note that as of the date of this application, no finai determinations have been made regarding staffing additions or reductions. The numbars used
in this column are proxy numbers representing approximately 7% anticipated reductions in expenses for payroll with fringes,

(2) Preliminary analysis shows Actusl Total Revenue for FY11 at $122,333,000 and Actual Operating Profit/Loss st $(10,895,288).

(2} The humbers in the CEC Denlad column are based on the assumption that Lsndmark Medical Center will continue operating in its current manner evet
if thic application is denied.




REHABILITATION HOSPITAL OF RHODE ISLAND

CEC APPENDIX A
QUESTION 2:
CURRENT YEAR FY11 <--FIRST FULL OPERATING YEAR FY12—>
EXISTING ADDITIONS/(REDUCTIONS) NEW TOTALS

- NUMBER of PAYROLL| NUMBER of FTEs PAYROLL] NUMBER of PAYROLL
PERSONELL FTEs| W/FRINGES (1) W/FRINGES FTEs W/FRINGES
Medical Director 1.0|$ 195,784 00]$ 2,333 1.0]$ 198,117
Physicians 001{5S - 0.0]3s - 00]5S -
Administrator 00]$ - 0.0]$ - 00]$ -
RNs 102 )5 1,114,179 0.3)| $ (43,901) 991]$ 1,070,278
LPNs 041$ 27,595 033 19,221 06| 46,816
Nursing Aides 169§ 914,485 051% 16,907- 17.41$ 931,392
Physical Therapists 134 ($ 1,498,907 (0.0)] $ (99,976) 13.4|$ 1,398,931
Occupational Therapists 84| 947,237 (1.4)] $ (199,282) 70{$ 747,955
Speech Therapists 2618 255,322 02]$ 7,527 281§ 262,849
Clerical 166]3 955,834 (0.6)] $ (51,482) 16.0 | $ 904,352
Housekeeping 001}$ - 00]$ - 0.0[$ -
Other Professional 12918 1,114,017 (3.1)] $ - (255,793) 98 |$ 858,224
Support Staff 001($ - 00]3$ - 00]$ -
Management 14218 1,841,822 0915$ 120,152 15.11$ 1,961,974
TOTALS 9655 8,865,182 (3.5)] $ (484,294) 93.0|$ 8,380,888

FY11 are projected for October through December using data after RIF,

QUESTION 3:
ACTUAL BUDGETED <—FIRST FULL OPERATING YEAR FY12->

PREVIOUS CURRENT INCREMENTAL

YEAR FY10 YEARFY11 | CEC DENIED {2) CEC APPROVED DIFFERENCE
REVENUES: .
Net Patient Revenue $ 13,158,260 |S 13,003,818 $ 12,765,603 | $ 12,701,004 | S (64,599)
DSH Payment $ -3 -1$ -{s -1$ -
Other Operating Revenue $ 676,938 | $ 676,764 | $ 757,069 1 $ 757,069
TOTAL REVENUE $ 13,835198|$ 13,770,582| $ 13,522,672 S 13,458,073 | $ (64,599)
EXPENSES:
Payroll w/Fringes S 8,841,399 | $ 9,282,110 | $ 8,380,888 | $ 8,380,888 | $ -
Bad Debt $ 130,998 | $ 131,140 | S 185,972 $ 185,031 | $ (941)
Supplies $ 169,629 { $ 129,337 $ 123,897 [ § 123,897 | $ -
Office Expense $ 81,158 { $ 83,0045 100,579 | $ 100,579 | S -
Utilities $ 228,857 | $ 236,028 | 206,413 | $ 206,413 | $ -
Insurance S 259,738{ S 259,752 | $ 255,823 | § 255,823 | $ =
Interest $ 3,297 $ 33004 $ 10,636 | S -1s (10,636)
Depreciation/Amortization S 13,796 { $ 13,801 $ 13,593 | $ 13,593 | $ -
Leasehold Expenses $ 4,595 | $§ 4,595 1% 4,424 S 4,424 | s -
Purchased Services $ 4,150,173 | $ 3,828,120 | $ 4,086,036} S 4,036,577 | § (49,459)
Professional Fees $ 64,534 | $ 204,240 | $ 91,280 | S 91,280 | $ -
Hospital License Fee s - $ -1 -1s -
Other Expenses S - 218,084|$ 230,980 | $ 256,661 | $ 256,661 | $ -
TOTAL EXPENSES $ 14,166,258 |$ 14,406,407 | S 13,716,203 | $ 13,655,167 | S (61,036)
OPERATING PROFIT: S (331,060)f $ (635,825)| $ (193,531)| $ . (197,094)| $ (3,563)

Note: RHRI Only

(1) Please note that as of the date of this application, no final determinations have been made regarding staffing additions or reductions. The numbers used
in this column are proxy numhbers representing approximately 7% anticipated reductions in expenses for payroll with fringes.

(2) The numbers in the CEC Denied colurmnn are based on the assuraption that the Rehabilitation Hospital of Rhode Island will continue operating if its
current manner even if this application is denied.
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Appendix B

The applicant forwarded the following Compliance Report to the Massachusetts Department of Public
Health on October 24, 2011.

Rhode Island Department of Health
Office of Health Systems Development
Compliance Report

Steward Health Care System LLC has applied for licensure as a healthcare facility in Rhode Island through
its subsidiaries Blackstone Medical Center, Inc., and Blackstone Rehabilitation Hospital, Inc. As part of the
regulatory requirements to determine the character, competence and other quality related information of the
applicant, the Office of Health Systems Development is requesting the following information regarding the
health care facilities operated by or affiliated with the applicant, as listed on the attached sheet.

Please answer the following questions.
1 Are the agencies/facilities currently licensed and in
substantial compliance with all applicable codes,
rules and regulations? Yes_ No
If the answer to #1 is “NO”, please identify the facility(ies) and briefly explain the licensure status.

2. Has there been any enforcement actions against
these agencies/facilities in the past five years? Yes No

If the answer to #2 is “YES”, please identify the facility(ies) and include any information relevant to those
enforcement actions (reason for action, stipulation, fine, etc.). In addition, please furnish a brief description of
the outcome of the most recent survey, including any deficiencies cited. Additional pages may be attached, if
needed.

Reviewer’s Name: : Title:

Department: State:
Telephone E-mail

Reviewer’s Signature: : Date:

If you have any questions, please contact Michael Dexter at (401) 222-2788 or e-mail,
Michael. Dexter@health.ri.gov Please return the completed form within 15 days to the address below:

Rhode Island Department of Health
Office of Health Systems Development
3 Capitol Hill, Room 404
Providence, Rhode Island 02908
Thank you.
Attachment




Appendix B (CONT.)

Applicant, please provide the following information identifying each facility to the appropriate state agency as
an attachment to the letter in the table below, use additional pages if necessary. Please make sure to identify
yourself in the cover letter by filling in the blank for ‘Name of Applicant’.

State

Facility Name, Address and Contact Information

License Number

Massachusetts

Steward PET Imaging, L1.C
800 Washington Street
Norwood, MA 02062

ANNJ

Massachusetts

Steward Home Care, Inc.
3 Edgewater Drive
INorwood, MA 02062

6243

Massachusetts

Steward Carney Hospital, Inc.
2100 Dorchester Avenue
Dorchester, MA 02124

2003

_ |Massachusetts

Steward Good Samaritan Medical Center, Inc.
235 North Pearl Street
Brockton, MA 02301

2311

Massachusetts

Steward Good Samaritan Radiation Oncology Center, Inc.
818 Oak Street
Brockton, MA 02301

42JN

Massachusetts

Steward Holy Family Hospital, Inc.
70 East Street
Methuen, MA 01844

2225

Massachusetts

Steward Norwood Hospital, Inc.
800 Washington Street
INorwood, MA 02062

2114

Massachusetts

Steward Saint Anne’s Hospital Corporation
795 Middle Street i
Fall River, MA 02721

2011

Massachusetts

Steward St. Elizabeth’s Medical Center of Boston, Inc.
736 Cambridge Street
Boston, MA 02135

2085

Massachusetts

Merrimack Valley Hospital, A Steward Family Hospital,
Inc.

150 Lincoln Avenue

Haverhill, MA 01830

2131

Massachusetts

Nashoba Valley Medical Center, A Steward Family
Hospital, Inc.

200 Groton Road

Ayer, MA 01432

2298

Massachusetts

Quincy Medical Center, A Steward Family Hospital, Inc.
114 Whitwell Street '
Quincy, MA 02169

2151




State

Facility Name, Address and Contact Information

License Number

Massachusetts [Morton Hospital, A Steward Family Hospital, Inc.

88 Washington Street
Taunton, MA 02780

2022




Appendix B (CONT.)

The applicant forwarded the following Compliance Report to the New Hampshire Department of Health
and Human Services on November 8, 2011.

Rhode Island Department of Health -
Office of Health Systems Development
Compliance Report

Steward Health Care System LLC has applied for licensure as a healthcare facility in Rhode Island through
its subsidiaries Blackstone Medical Center, Inc., and Blackstone Rehabilitation Hospital, Inc. As part of the
regulatory requirements to determine the character, competence and other quality related information of the
applicant, the Office of Health Systems Development is requesting the following information regarding the
health care facilities operated by or affiliated with the applicant, as listed on the attached sheet.

Please answer the following questions.
1. Are the agencies/facilities currently licensed and in
substantial compliance with all applicable codes,
rules and regulations? Yes No
If the answer to #1 is “NO”, please identify the facility(ies) and briefly explain the licensure status.

2. Has there been any enforcement actions against _ :
these agencies/facilities in the past five years? . Yes . No__

If the answer to #2 is “YES”, please identify the facility(ies) and include any information relevant to those
enforcement actions (reason for action, stipulation, fine, etc.). In addition, please furnish a brief description of
the outcome of the most recent survey, including any deficiencies cited. Additional pages may be attached, if
needed.

Reviewer’s Name: Title:

Department: State:
Telephone E-mail

Reviewer’s Signature: Date:

If you have any questions, please contact Michael Dexter at (401) 222-2788 or e-mail,
Michael Dexter@health.ri.gov Please return the completed form within 15 days to the address below:

Rhode Island Department of Health
Office of Health Systems Development
3 Capitol Hill, Room 404
Providence, Rhode Island 02908
Thank you.
Attachment




Appendix B (CONT.)

Applicant, please provide the following information identifying each facility to the appropriate state agency as
an attachment to the letter in the table below, use additional pages if necessary. Please make sure to 1dent1fy
yourself in the cover letter by filling in the blank for “Name of Applicant’.

State Facility Name, Address and Contact Information  |License Number
INew Hampshire [Steward Home Care, Inc. 03751
30 Perwal Street

Westwood, MA 02090

New Hampshire [Steward Home Care, Inc. , 03750
30 Perwal Street
Westwood, MA 02090




Appendix D
Source of Funds
All applicants must complete this Appendix.

Please 1%rowde the total expenditures necessary to implement this proposal and allocate this amount to the
: somces of funds categories listed below:

TOTAL PROJECT COST: § $40,100,000*
SOURCE OF FUNDS AMOUNT

a. Funded depreciation $
b. Other restricted funds (spemfy)
c. Unrestricted funds (specify)

d. Owner’s equity ' 40,100,000

e. Sale of stock/other equity '
f. Unrestricted donations or gifts
g. Restricted donations or gifts
h. Government grant (specify)

1. Other non-debt funds (specify)

j- Sub-Total Equity Funds 40,100,000

k. Subsidized loan (e.g. FHA etc.)
I. Tax-exempt bonds (specify)

m. Conventional mortgage

n. Lease or rental

0. Other debt funds

p- Sub-Total Debt Funds

q. Total Source of Funds 40,100,000 -

({3

* should equal the response for line “q



Appendix F
Disclosure of Ownership and Control Interest

All applicants must complete this Appendix.

I. Please answer the following questions by checking either ‘Yes’ or ‘No’. If any of the questions are answered
~ “Yes’, please list the names and addresses of individuals or corporations.

A.

Will there be any individuals (or organizations) having a direct (or indirect) ownership or control
interest of 5 percent or more in the applicant, that have been convicted of a criminal offense related to
the involvement of such persons or organizations in any of the programs established by Titles XVIII,
XIX of the Social Security Act? Yes  No_X

Will there be any directors, officers, agents, or managers of the applicant (or facility) who have ever been
convicted of a criminal offense related to their involvement in such programs established by Titles X VIII,
XIX of the Social Security Act? Yes  No X

Are there (or will there be) any individuals employed by the applicant (or facility) in a managerial,
accounting, auditing, or similar capacity who were employed by the applicant's fiscal intermediary within
the past 12 months (Title XVIII providers only)? Yes  No X

Will there be any individuals (or organizations) having direct (or indirect) ownership interests, separately
(or in combination), of 5 percent or more in the applicant (or facility)? (Indirect ownership interest is
ownership in any entity higher in a pyramid than the applicant) Yes X No  (Note, if the applicant is a
subsidiary of a "parent" corporation, the response is “Yes’)

See Attachment F.I.D.

Will there be any individuals (or organizations) having ownership interest (equal to at least 5 percent of the
facility's assets) in a mortgage or other obligation secured by the facility? Yes  No_X

Will there be any individuals (or organizations) that have an ownership or control interest of 5 percent or
more in a subcontractor in which the applicant (or facility) has a direct or indirect ownership interest of 5
percent or more. (Also, please identify those subcontractors.) Yes ~ No_X

Will there be any individuals (or organizations) having a direct (or indirect) ownership or control interest
of 5 percent or more in the applicant (or facility), who have been direct (or indirect) owners or employees
of a health care facility against which sanctions (of any kind) were imposed by any governmental agency?
Yes No X

Will there be any directors, officers, agents, or managing employees of the applicant (or facility) who have
been direct (or indirect) owners or employees of a health care facility against which any sanctions were
imposed by any governmental agency? Yes  No X




" ATTACHMENT F.LD.




ATTACHMENT F.LD.

Names and address of any individuals (or organizations) having direct (or indirect) ownership interests,
separately or in combination, of 5 percent or more in the applicant (or facility).

e Steward Medical Holdings, LLC (sole member of Blackstone Medical Center, Inc. and Blackstone
Rehabilitation Hospital, Inc.)
500 Boyviston Street
Boston, MA 02116

e Steward Health Care System, LLC (sole member of Steward Medical Holdings, L.1.C)
500 Boylston Street
Boston, MA 02116




Appendix G
Ownership Information
All applicants must complete this Appendix

1. List all officers, members of the board of directors, and trustees, stockholder of the applicant and/or
ultimate parent entity. For each individual, provide their home and business address, principal occupation,
position with respect to the applicant and/or ultimate parent entity, and amount, if any, of the percentage of
stock, share of partnership, or other equity interest that they hold.

See Attachment G.1.

2. For each individual listed in response to Question 1 above, list all (if any) other health care facilities or
entities within or outside Rhode Island in which he or she is an officer, director, trustee, shareholder, partner, or
in which he or she owns any equity or otherwise controlling interest. For each individual, please identify: A)
the relationship to the facility and amount of interest held, B) the type of facility license held (e.g. nursing
facility, etc.), C) the address of the facility, D) the state license #, E) Medicare provider #, F) any professional
accreditation (e.g. JACHO, CHAP, etc.), and G) complete Appendix B ‘Compliance Report’ and submit it to the
appropriate state agency.

See Attachment G.2.

3. If any individual listed in response to Question 1 above, has any business relationship with the applicant,
including but not limited to: supply company, mortgage company, or other lending institution, insurance or
professional services, please identify each such individual and the nature of each relationship.

4. Have any individuals listed in response to Question 1 above been convicted of any state or federal criminal
violation within the past 20 years? Yes  No X .

o If response to Question 4 is “Yes’, please identify each person involved, the date and nature of each
offense and the legal outcome of each incident.

5. Please list all licensed healthcare facilities (in Rhode Island or elsewhere) owned, operated or controlled by
any of the entities identified in response to Question 15 of the application. For each facility, please identify: A) the
entity, applicant or principal involved, B) the type of facility license held (e.g. nursing facility, etc.), C) the address
of the facility, D) the state license #, E) Medicare provider #, F) any professional accreditation (e.g. JACHO,
CHAP, etc.), and G) complete Appendix B ‘Compliance Report’” and submit it to the appropriate state agency.

See attached at Appendix B, Attachment G.2 and Attachment G.5.



6. Have any of the facilities owned, operated or managed by the applicant and/or any of the entities
identified in Question 5 above during the last 5-years had bankruptcies and/or were placed in receiverships?
Yes X No

e Ifresponse to Question 6 is ‘Yes’, please identify the facility and its current status.

As noted in Question 1 of this application, LMC and RHRI have been under the supervision of the court-
appointed Special Master since June 26, 2008. The Special Master oversees the operations of LMC and
RHRI and, under the supervision of the Court, is the sole governing and operational authority for LMC
and RHRI.




" ATTACHMENT G.1




Appendix G

Ownership Information

STEWARD HEALTH CARE SYSTEM LLC

Officers
Name and Title Business Home Phone
Address Address Number
Ralph de la Torre, M.D. 500 Boylston St. | 60 Howland | 617-419-
President Boston, MA Road 4700
02116 .Newton, MA
02465-2938
James Renna 500 Boylston 6 Cazenove, | 617-419-
Treasurer Street Boston, Boston MA 4700
MA 02116 02116
Joseph C. Maher, Jr., Esq. 500 Boylston 10 617-419-
Secretary Street Boston, Whittemore | 4700
MA 02116 Street West
Roxbury, MA
02132-2504
Directors
Name and Title Business Home Phone
Address Address Number
Ralph de la Torre, M.D. 500 Boylston St. | 60 Howland | 617-419-
Chairman & CEO Boston, MA Road 4700
Steward Health Care System | 02116 Newton, MA
LLC : 02465-2938
James Lenehan 299 Park Avenue | 1586 617-419-
Senior Operations Advisor New York, NY Hampton 4700
Cerberus Capital 10171 Road, Rydal,
Management, LP PA 19046
James Karam 10 North Main 49 617-419-
President, First Bristol Street Nanaquaket | 4700
Corporation Fall River, MA Rd.
02720 Tiverton, Rl
02878
Ruben King-Shaw, Jr. 135 Nathan Lane | 135 Nathan 617-419-
Chairman and CEO of Mansa | Carlisle, MA Lane, Carlisle, | 4700
Equity Partners, Inc. 01741 MA 01741
W. Brett Ingersoll 299 Park Avenue | 130 East 617-419-
Co-head of Private Equity New York, NY 70th Street | 4700
and member of Investment | 10171 New York,

Appendix G
Page 1 of 3



Name and Title Business Home Phone
Address Address Number

Committee NY 10021
Cerberus Capital
Management LP
Arthur Halper 299 Park Avenue | 8417 Del 617-419-
Senior Operations Executive | New York, NY Prado Drive | 4700
Cerberus Operations and 10171 Delray
Advisory Company LLC Beach, FL

33446
Lisa Gray 299 Park Avenue | 540 617-419-
General Counsel New York, NY Wentworth 4700
Cerberus Operations 10171 Avenue,
Advisory Company, LLC Mendota

’ Heights, MN
55118

*John Snow served as a Director of Steward Health Care System LLC until October 21, 2011.

Officers

Directors

BLACKSTONE MEDICAL CENTER, INC.

Name and Title Business Home Phone
. Address Address Number
Ralph de la Torre, M.D. 500 Boylston St. | 60 Howland | 617-419-
President Boston, MA Road 4700
02116 Newton, MA
. 02465-2938
James Renna 500 Boylston 6 Cazenove, | 617-419-
Treasurer Street Boston, Boston MA 4700
MA 02116 02116 :
Joseph C. Maher, Jr., Esq. 500 Boylston 10 617-419-
Secretary Street Boston, Whittemore | 4700
MA 02116 Street West
Roxbury, MA
02132-2504
Name and Title Business Home Phone
Address Address Number
Ralph de la Torre, M.D. 500 Boylston St. | 60 Howland | 617-419-
Chairman & CEO Boston, MA Road 4700
Steward Health Care System | 02116 Newton, MA
LLC 02465-2938

Appendix G
Page2of3




Name and Title Business Home Phone
Address Address Number
Michael Callum, M.D. 500 Boylston 11 Eulow 617-419-
President, Steward Medical | Street Boston, Street, 4700
Group, Inc. MA 02116 Swampscott,
MA 01907
Mark Rich 500 Boylston 21 Flanagan | 617-419-
Executive VP of Corporate Street Boston, Drive 4700
Strategy and Management MA 02116 Framingham,
Steward Health Care System | MA 01701-
LLC . 3712
BLACKSTONE REHABILITATION HOSPITAL, INC,
Officers .
Name and Title Business Home Phone
, Address Address Number
Ralph de la Torre, M.D. 500 Boylston St. | 60 Howland | 617-419-
President ) Boston, MA Road 4700
02116 Newton, MA
02465-2938
James Renna 500 Boylston 6 Cazenove, | 617-419-
Treasurer Street Boston, Boston MA 4700
MA 02116 20116 ,
Joseph C. Maher, Jr., Esq. 500 Boylston 10 617-419-
Secretary Street Boston, Whittemore | 4700
MA 02116 Street West
Roxbury, MA
02132-2504
Directors
Name and Title Business Home Phone
Address Address Number
Ralph de la Torre, M.D. 500 Boylston St. | 60 Howland | 617-419-
Boston, MA Road 4700
02116 Newton, MA
02465-2938
Michael Callum, M.D. 500 Boylston 11 Eulow 617-419-
President, Steward Medical | Street Boston, Street, 4700
Group, Inc. MA 02116 Swampscott,
‘ MA 01907
Mark Rich 500 Boylston 21 Flanagan | 617-419-
Executive VP of Corporate Street Boston, Drive 4700
Strategy and Management MA 02116 Framingham,
Steward Health Care System MA 01701-
LLC 3712

Appendix G
Page 3 of 3
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Steward Carney Hospital, Inc.
DBA Carney Hospital

AABB:
Accreditation for Transfusion Acdvities

Accreditation Counctl for Graduate Medical Education:
Accredited Program”

Carney Hospital
Institutional Review Committee

Accreditation Council for Graduate Medjcal Education:
Accredited Program®*

Carney Hospital
Internal Medicine

Accreditation Council for Graduate Medical Education:
Accredited Program”®

Carney Hospital
Transitional Year Review

American College of Radjology Commission on Quality and Safety:
cT

American College of Radiology Commission on Quality and Safety:
Mammography

American College of Radiology Commission on Quality and Safety:
MRI

American College of Radiology Comrmission on Quality and Séfety:
Ulrasound

American Diabetes Association :
Certificate of Recognition

College of American Pathologists;
Accredited Lab Certificate

Commission on Cancer:
Certificate of Accreditation

Community Health Accreditation Program:
DME

Joint Commission ;
Accreditation Certificate

US Department of Health and Human Services FDA:
Certified Mammography Facility

Steward Good Samaritan Medical Center, Inc.
DBA Good Samaritan Medjcal Center

AABB:
Accreditation for Transfusion Activities

American College of Radiology Commission on Quality and Safety:
CT

American College of Radiology Commissfon on Quality and Safety:
Mammography

American College of Radiology Commission on Quality and Safety:
MRI

American College of Radiology Commission on Quality and Safety:
Stereotactic Breast Blopsy

American Diabetes Association :
Certlficate of Recognition

College of American Pathologists:
Accredited Lab Certificate

Commission on Cancer:
Certificate of Accreditation

Community Health Accreditation Program:
DME

Joint Commission ;
Accreditation Certificate

US Department of Health and Human Services FDA:
Certified Mammography Facility

Steward Holy Family Hospital, Inc
DBA Holy Family Hospital

AABB:
Accreditation for Transfusion Activities

American College of Radjology Commission on Quality and Safety:
or ;

American College of Radlology Cominission on Quality and Safety:
Mammography

American College of Radlology Comwmission on Quality and Safety:
Stereotactic Breast Blopsy

American College of Radiology Commission on Quality and Safety:
Ultrasound

American Diabetes Association
Certificate of Recognition




College of American Pathologists
Accredited Lab Certficate

Commission on Cancer:
Certificate of Accreditation

Community Health Accreditation Program:
DME

Joint Commission :
Accreditation Certificate

US Department of Health and Humean Services FDA:
Certified Mammography Facility

Steward Home Care, Inc.

Joint Commissfon :
Accreditation Certificate

Steward Home Care
Fall River

Joint Commission :
Accreditation Certificate

Steward Home Care
Methuen

Joint Commissfon : Steward Home Care
Accreditation Certificate Westwood
Joint Commissfon : Steward Home Care

Accreditation Certificate

Waltham

Steward Norwood Hospital, Inc,
DBA Norwood Hospital

AABB: .
Accreditation for Transfusion Activities

Arnerican College of Radiology Commission on Quality and Safety:
cT

American College of Radiology Commission on Quality and Safety:
Mammography

American College of Radfology Commission on Quality and Safety:
MRI

American College of Radiology Commission on Quality and Safety:
Stereotactic Breast Biopsy

American College of Radiology Commission on Quality and Safety:
Ultrasound

American College of Surgeons:
Bariatric Center Certificate of Accreditation

College of Awerican Pathologists:
Accredited Lab Certificate

Commission on Cancer:
Certificate of Accreditation

Community Health Accreditation Program:
DME

Joint Commission ;
Accreditation Certificate

US Department of Health and Human Services FDA:
Certified Mammography Facility

Steward PET Imaging, LLC

Intersocietal Commission for the Accreditation of Nuclear Laboratories:

Certificate of Accreditation

Steward Medical Group, Inc.

Intersocietal Commission for the Accreditation of Nuclear Laboratories:

Certificate of Accreditation

Intersocietal Commission for the Accreditation of Echocardiography:
Certificate of Accreditation

Steward St. Anne's Hospital Corporation
DBA Saint Anne's Hospjtal

AABB: s
Accreditation for Transfusion Actvides

|American College of Radiology Commission on Quality and Safety:
Mammography

 American College of Radiology Commission on Quality and Safety:

. [Stereotactic Breast Biopsy

American Diabetes Association :
Certificate of Recognition

Commission on Cancer:
Certificate of Acereditation

Community Health Accreditation Program;
DME

Joint Commissfon ;
Accreditation Certificate




US Department of Health and Human Services FDA:
Certified Mammography Facility

Steward St. Blizabeth's Medical Center of Boston, Inc
DBA St Elizabeth's Medical Center

AABB:

Accreditation for Transfusion Activities

Accreditation Council for Graduate Medical Education:
Aceredited Program*

St Elizabeth's Medical Center
Cardiovascular Disease

Accreditation Council for Graduate Medical Education:

St Elizabeth's Medical Center

Accredited Program* Clinical Cardiac Electrophysiology
Accreditation Council for Graduate Medical Education: StElizabeth's Medical Center
Accredited Program*® Hematology/Oncology

Accreditation Council for Graduate Medical Education:
Accredited Program®

St Elizabeth’s Medical Center
Institutional Review Committee

Accreditation Council for Graduate Medical Education:
Accredited Program®

St Elizabeth's Medical Center
Internal Medicine

Accreditation Council for Graduate Medicel Education:
Accredited Program*

St Elizabeth's Medical Center
Inventional Cardiology

Accreditation Council for Graduate Medical Education:
Accredited Program* .

St Elizabeth's Medical Center
Psychiatry

Accreditation Council for Graduate Medical Educadon:

StElizabeth's Medical Center
Pulmonary Disease/ Critical Care

Accredited Program*
Medijcine
_ |Accreditation Councll for Gradnate Medical Education: St Blizabeth's Medical Center
Accredited Program* Surgery

American College of Radiology Commission on Quality and Safety:
CT

American College of Radiology Commission on Quality and Safety;
Mammography

American College of Radiology Commission on Quality and Safety:
MRI

|American College of Radiology Commission on Quality and Safety:
Stereotactic Breast Biopsy

American College of Surgeons:
Bariawic Center Certificate of Accreditation

American Diabetes Association :
Certificate of Recognition

College of American Pathologists:
Accredited Lab Certficate

Commission on Cancer:
Certificate of Accreditation

Community Health Accreditation Program:
DME

Joint Commission :
Accreditation Certificate

US Department of Health and Human Services FDA:
Certified Mammography Facility

Laboure College, Inc

Commission on Accreditation for Dietedcs Education

Commisslon on Accreditation for Health Informatics and Information Management Education

Commission on Accreditation of allied Health Bducation Programs

Joint Review Committee on Education in Radiologic Technology

National League for Nursing Accreditation

New England Assoctation of Schools and Colleges:
Certificate of Accreditation

Morton Hospital, A Steward Family Hospital, Inc.
DBA Morton Hospital

AABB:
Accreditation for Transfusion Activities

Cownmission on Cancer:
Certificate of Accreditation

AABB:

Certificate of Accreditation




College of Arnerican Pathologists:
Accredited Lab Certificate

American College of Radiology Commission on Quality and Safety:
Mammography

American College of Radiology Commission on Quality and Safety:
Stereotactic Breast Biopsy

American College of Radiology Commission on Quality and Safety:
Ultrasound

Joint Commission :
Accreditation Certificate

US Department of Health and Human Services FDA:
Certified Mamrmography Facility

Quincy Medical Center, A Steward Family Hospital, Inc.
DBA Quincy Medical Center

Joint Comrmission :
Accreditation Certificate

Commissfon on Cancer:
Certificate of Accreditation

American College of Radiology Commission on Quality and Safety:
Mammography

American College of Radiology Commission on'Quality and Safety:
Nuclear Medicine

American College of Radiology Commission on Quality and Safety:
cT

American Coliege of Radiology Commission on Quality and Safety:
MRI

American College of Radiology Commission on Quality and Safety:
Ulmrasound

AABB:
Accreditation for Transfusion Actdvities

College of American Pathologists:
Accredited Lab Certificate

US Department of Health and Human Services FDA:
Certified Mammography Facility

Nashoba Valley Medical Center, A Steward Family
Hospital, Inc.
DBA Nashoba Valley Medical Center

American Diabetes Association :
Certificate of Recognition

Jolnt Commission :
Accreditation Certificate

AABB:
Accreditation for Transfusion Actvities

American College of Radiology Commission on Quality and Safety:
Mammography

American College of Radiology Commission on Quality and Safety;
Ultrasound

American College of Radiology Commission on Quality and Safety:
Breast Ultrasound

American College of Radiology Commisston on Quality and Safety:
Nuclear Medicine '

Amerlcan College of Radiology Commission on Quality and Safety:
Stereotactic Breast Biopsy

American College of Radiology Commission on Quality and Safety:
MRI

College of American Pathologists:
Accredited Lab Certificate

US Department of Health and Human Services FDA:
Certified Mamraography Facility

Merrimack Valley Hospital, A Steward Family Hospital,
Inc.

DBA Merrimack Valley Hospital

joint Comrnission
Accreditation Certificate

American College of Radiology Commission on Quality and Safety:
Mammography

American College of Radiology Commission on Quality and Safety:
Ulgasound

College of American Pathologists:

Accredited Lab Certificate




US Department of Health and Human Services FDA:
Certified Mammography Facility




- ATTACHMENT G.5




L'eeglLL

G6870 TY “193[00SUOO M AIORY 21BD) I9)Us)) J90UR)) [BUOISSY
Y6S104DY SNTOAY $SBD) GTT | AroeInquiy poziue3iQy pue[3ug MaN UBRYNOS
96870 IY ‘PIRUWINUS YHON pUe]S] 9pory
OHVDI SLTEBRTO6T ZOTZ0DHY | KemySiy Swimo o1ppg 917 | 1009 [eldsO qeyey |  JO fendsof uonesiiqeysy
$68T0 TY 19HO0SUO0M
OHVDE £TOTSL669] LITO0SOH QNURAY SSED) G 1 oSTwRl{ Jelldsoy |  193ue)) TROIPSIA YIeWpUR]
UOT}B)IPIINY
[BUOISSIJOIJ # SIBDIPSTAL | #9SURIFT SSIPPVY dA 1, asuaorg Ayroeq
S uorssn()

o xpuaddy




EXHIBIT 1(a)
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RIVIRAang TheitAffiites

{andmark Health

Landmark Health Systems, Inc. ("LHS"), a tax exempt organization, is the parent

Active

Systems,Inc corporation and the sole Corporate Member of Landmark Medical Cenfer. LHS is a
general partner with LMC in Northern Rhode island Rehab Management Associates, LP, a
Delaware limited parinesship.

Landrark Medical | Landmark Medical Center (“LMC") is a tax exempt, acute care hospital, located in Active

Center, LMC Woonsocket, Rhode Island, that provides secondary and select tertiary care services at its
Woonsocket campus and ancillary diagnostic services at its North Smithfield campus.

LMC is a general partner with LHS in Northern Rhode Island Rehab Management
Assoclates, LP, (d/b/a Rehabilitation Hospital of Rhode Istand ("RHRI"), a Delaware limited
partnership. LMC Is also a 38% JV pariner in Southern New England Regional Cancer
Center, a for profit joint venture OACF for radiation therapy services with RTS}, Inc.

Landmark Health l.andmark Health Foundation, a 501 (c) 3 tax-exempt organization, is a wholly owned Inactive

Foundation subsidiary of LMC, and was created in July 2005 1o handle all fundraising acfivities. It is .
currently inactive.

Landmark PHO Landmark PHO is a Physician Hospital Organization was formed as a Joint Venture Inactive |-
between LMC (50%) and a Physicians Orgamzation formed by LMC's affiliated '
physicians. -

LHS Properties LHS Properties, a wholly owned subsidiary of LHS, formerly owned & medical office Inactive
building in Cumbertand. The medical building was so!d in 2006 and the company is ‘
currently inactive.

LHS Investment Co. | LHS Investment Company, & wholly owned subsidiary of LHS i an inactive holding Inactive
company.

LHS Management LHS Management Company , a wholly owned subsidiary of LHS formerly provided Inactive

Co. slaffing and management services to physician practices. Company has been inactive
since 2004.

Landmark Landmark Occupational Medicine, a wholly owned subsidiary of LHS formerly provided Inactive

Occupational outpatient rehabilitation services and is presently inactive. y

Medicine

Landmark Landmark Physician Office Services (‘LPOS"}, a wholly owned subsidiary of LMC, Active

Physician Office employs physicians who practice in the area and provides practice management and

Services ("'LPOS") | staffing services.

Northern Rhode Northern Rhode island Rehab Management Associates, LP, a for —profit Delaware limited | Active .

Island Rehab partnership d/b/a Rehabilitation Hospital of Rhode sland, provides acute inpatient and

Management outpatient rehabilitation services at 116 Eddie Dowling nghway North Smithfield, RI and

Association outpatient rehabilitation services at Atwood Therapy Services, in Johnston, RI. i leases its

(NRIRMA) main campus facilities from Medistar, LLC.

dib/a “RHRF
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STATE OF RHODE ISLAND SUPERIOR COURT
PROVIDENCE, §.C.

| Gary J. Gaube, Chief Executive Officer
and Trustee,
Plaintiff

vs. : P.B. No: 08-4371

Landmark Medical Center,
Defendant

Richard R. Charest,
Chief Executive Officer,
Plaintiff

Y. - i P.B. No. 08-7186
Northern Rhode Island Rehab

Management Associates, L.P.,
Defendant _

SCHEDULING ORDER

This matter came on for hearing on the Providence County Business Calendar on

February 9, 2011 on the Collective Motion of Rhode Island Department of Health, Rhode

Island Office of the Attorney General and the Special Master (i) to Confirm Extinguishment

of Management Services Agreements and Prior “Exclusivity Order,” (ii) to Issue a

Scheduling Order Setting Dates for Bidders to Submit Bids 1o Purchase Assets of Landmark

Medical Center and Northern Rhode Island Rehab Management Associates, L.P., and (iii) to

Issue a Scheduling Qrder to the Special Master to Submit Seller's Portion of Hospital

Conversion Act_Application to Regulators, Due and proper notice of said motion was
provided by Jonathan N. Savage (the “Special Master”), Spec%@hé\@gtpy ;&ﬁﬁ?ﬁndmark

LMC 00004.




cause appearing, and the consent of Rhode Island Department of Health (“DOH”), Rhode
Island Office of the Attorney General (“DAG”) and the Special Master appearing below, 1t is
hereby

ORDERED, ADJUDGED and DECREED as follows:

1. All prior orders of this Court directing the Special Master to negotiate
exclusively with Caritas Christi Health Care (“Caritas Christi™) for the sale of the assets and
businesses of LMC and NRIRMA are hereby confirmed to have been terminated and to have
been rendered null and void and to be of no further force and effect. Similarly, Section 3.4 of

the Management Advisory Agreement between Caritag Christi and Jonathan N. Savage as

Court-Appointed_Special Master of Landmark Health Center, and Section 3.4 of the

Management Advisory Agreement between Caritas Christi and Jonathan N. Savage as Court-

Appointed Special Master of Northern Rhode Island Rehab Management Associates, L.P.,

each requiring the Special Master to negotiate exclusively with Caritas Christi for the sale of
the assets and businesses of LMC and NRIRMA are hereby confirmed to have been
terminated and to have been rendered null and void and o be of no further force and effect.
Accordingly, the Special Master is hereby authorized and directed to market and sell the
assets and businesses of LMC and NRIRMA according to the provisions of the within
scheduling order.

2. When a poiential purchaser and the Special Master execute a Conﬁdentiality
and Non-Disclosure Agreement and a HIPPA Agreement, on forms supplied by the Special
Master, that potential purchaséf shall thereinafter be deemed to be a “Qualified Purchaser.”
The Special Master sﬁall provide each such Qualified Purchaser, DOH and DAG with a»“Dué

Diligence Package,” in the form of a formatted and prepared USB “stick™/thumb drive
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containing any and all reasonable and appropriate due diliéence matetials. In the event that a
Qualified Purchaser reasonably requests and/or the Special Master identifies additional due
diligence documentation/information for review, the Speéial Master shall immediately
provide physical or digital copies of such information to all Qualified Purchasers and copiés
of the same to DOH and DAG. Notwithstanding anything set forth herein to the contrary,

the Special Master shall not disclose to Qualified Purchasers Blue Cross & Blue Shield of

Rhode Island’s (“Blue Cross”) reimbursement rates and/or information from which such

reimbursement rates can be derived unless (i) the Special Master discloses their identities to
Blue Cross, (ii) the Special Master confirms that they are Qualified Purchasers and that they
are deemed qualified by his consultant, Joshua‘Nemzoff, and (iii) the Qualified Purchasers
sign confidentiality and non-disclosure agreements acceptable to the Special Master and Blue
Cross,

3. By no later than March 25, 2011, Qualified Purchasers of the assets and
businesses of LMC and/or NRIRMA may submit bids to the Special Master to purchase‘thc
assets (exclusive of cash and accounts receivable) and businesses of LMC and/or NR]RMA.
All such bids shall be without condition except for Court approval and any and all requiréd
regulatory approvals. Each such bid shall contaﬂin, at a minimum, the follc;wing terms and
information:

i The purchase price;

il. The experience of the Qualified Purchaser in running healthcare facilities, '

and, if appropriate, financially-distressed healthcare facilities;

1. The capitalization or access to capital of the Qualified Purchaser;

L2
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iv.

Vii.

4.

The minimum amount of capital that the Qualified Purchaser is willing to

' contractually commit to the successor LMC and/or NRIRMA entity(ies)

(exclusive of capital dedicated to the purchase price);

A five-year pro forma cash flow projection of the successor LMC and/or
NRIRMA enﬁty(ies);

The period of time that the Qualified Purchaser is willing to contractually
commit not to sell the aésets and business or equity interest in LMC if it
becomes the successful purchaser; and

How the Qualiﬁea Purchaser intends to meet the healthcare needs of the
community currently serviced by LMC including, without limitation, (i) any
services that the Qualified Purchaser anticipates terminating, and (ii) the
approximate number of employees that the Qualified Purchaser anticipates
retaining.

On or prior to April 1, 2011, the Special Master shall file with the Court a

“Recommendation” disclosing which bid he recommends that the Court approve. In making

this Recommendation, the Special Master may consider any and all factors that he deems

appropriate, including, without limitation the purchase price. In the Recommendation, the

Special Master shall set forth, with specificity, along with a detailed analysis, the reason(s)

why he has recommended the bid and Qualified Purchaser being presented to the Court for

approval. In addition, the Special Master shall also set forth with specificity, along with a

detailed analysis, the feason(s) why all other bids from all other Qualified Purchasers were

not recommended for approval. Al bids, recommended or not, shall be filed with the

Recommendation. Notwithstanding anything set forth in this Order to the contrary, the
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Special Master shall not be prohibited from recommending a bid which does not perfectly
conform to the requirements of this Ordér provided that the Special Master demonstrates to
the Court’s satisfaction that “good canse” exists for accepting a “non-conforming bid.” The
issue of whether or not “good cause™ exists for accepting a “non-conforming bid” shall rést
in the sole discretion of the Court; provided however a condition precedent to a Qualified
Purchaser’s obligation to perform that the Qualified Purchase have additional time to conduct
due diligence shall not constitute “good cause.”

5, - Qn April 6, 2011 at 9:30 asn., the Court shall hold a heating on the Special -
Master’s Recommendation. | _

6.  Within fourteen (14) days from the date upon which the Court approves the
Special Master’s Recommendation or chooses another winning bidder (i) the Special Master
and the winning bidder shall negotiate and execute an asset purchase agreetnent, and (ii) the
Special Master shall file a motion to approve the sale to the winning bidder.

% Within fourteen (14) days from the date upon which the Special Master files
his motion to approve the sale to the winning bidder, the Court shail hold a hearing on said
motion. |

8. The Special ‘Master shall provide the Court, DOH and DAG status reports on
the progress of the bid process at the Court’s regularly scheduled bi-weekly public status
conferences or at such other dates and times as directed by the .Court.

9. The Special Master is hereby authorized and directed to submit the seller’s
portion of the Hospital Conversion Act application (except those portions which require
kuowledge as to the identity of the purchaser) to DOH and DAG by no later than March 17,

2011.
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10.  Any party-in-interest, including without limitation, Blue Cross, may, from
time to time, request informal status updates or other information regarding the bid process
from the Special Master. In the event that the Special Master refuses to provide such updates
or information, that party may seek this Court’s approval to obtain the same.

Entered in Providence County on the day of‘February, 2(1‘1 1.
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7 o i K 473 -
Associate Justice 3 (17 Bv aE T Mtk Superibt €odit

Dated: 2. (1% [ e 1 NI R A0/l

Agreed and consented to by:

RHODE ISLAND DEPARTMENT OF HEALTH
By its attorney,

Theodore Orson, Esq., No. 3871
Orson and Brusini Ltd,

325 Angell Street

Providence, R1 02906

(401) 223-2100

Date: February]i 2011

STATE OF RHODE ISLAND

PETER F, KILMARTIN,
ATTORNEY GENERAL

4 I‘. /.
[ F %// [ /
%L 7 N L™

Peter F. Kilmartin, # 6023
Attorney General
Genevieve M. Martin #3918
Assistant Attorney General
150 South Main Street
Providence, RI 02903
Date: February , 2011
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JONATHAN N. SAVAGE, AS AND ONLY
AS SPECIAL MASTER OF LANDMARK
MEDICAX CENTER AND NORTHERN
RHODE ISLAND REHAB MANAGEMENT
ASSOCIATES, L.P.

By his attorneys,
Shechtman Halperin Savage LLP

/5[ Stephes £ D@L%ﬂl? Cfﬁ)

Stephen F. Del Sesto, Esq. (#6336)
1080 Main Street

Pawtucket, RI 02860

(401) 272-1400

Date: February/ ¥ 2011
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Steward Health Care System LLC (Steward),

the largest fully integrated community care
organization in New England and the seventh
largest employer in Massachusetts, was created
in November of 2010, At its inception, Steward
consisted of six hospitals with 1,359 inpatient

beds and approximately 13,000 employees.

In the following eight months,
Steward experienced a
period of dramatic growth.

This growth is fueled by out-of-state investment
dollars and haé had a profound impact on the
Massachusetts economy. This impact falls into
a number of categories: expansion, construction,

job creation and tax generation.
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Expansion.

In the past eight months
Steward has acquired
two additional hospitals:

= Merrimack Valley Hospital (Haverhill, MA)
107-bed acute care hospital with 550 employees

o Nashoba Valley Medical Center (Ayer, MA)
57-bed acute care hospital with 530 employees

Steward has also signed
and executed asset
purchase agreements
for five more hospitals:

o Morton Hospital and Medical Center (Taunton, MA)
154-bed acute care hospital with 1,100 employees

o Landmark Medical Center (Woonsocket, R1)
214-bed acute care hospital with 750 employees

e Rehabilitation Hospital of Rhode Island (North Smithfield, R1)
70-bed rehabilitation hospital with 150 employees

o Quincy Medical Center (Quincy, MA)
196-bed acute care hospital with 1,100 employees

o Saints Medical Center (Lowell, MA)
157-bed acute care hospital with 1,300 employees

[ PR e . S it vers g mn s S e e e e e
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Each of these acquisitions comes with a capital
commitment to upgrade existing facilities over the
course of the next few years, For the existing eight

Steward hospitals, plus the five upcoming acquisitions,

Steward will have spenta total
of $260 million for facility
renovations, upgrades and

expansion by the end of 2011.

Thls mcludes

r b ot Pl A TaemdE """":"7"' B T T

$ 1 0 mllllon for a newTadiation therapy center
at st Ehzabeth’s Medicat Center in Brighton, MA . '_‘ L

i $3. mllllon fora newemergency depértment
at: Good ‘Samaritan Medlcal Center in Brockton MA bl

$ 10 Million for arenovated and expanded o
operatmg room suite at Carney Hospital in Dorchester, MA

. $7 mﬂllon fora renovated and expanded cardlac

i cathetenzation lab at Norwood HospltaF in Norwood MA
) vjq : .‘. , o ) .'} S T
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LMC 3207




B I LTSI VP C s

Construction. =

At the time of its creation, Steward's facilities
totaled more than 3.5 million square feet

in Massachusetts. Since November 2010,

Steward has expanded

its physical presence in
Massachusetts by more
than 770,000 square feet

of new or renovated space. This includes newly
acquired office and physician space, as well as
new construction at existing Steward facilities.

This dramatic expansion required more than

$122 million in capital to complete. Moving forward,

Steward has committed to spend approximately

$270 million on new
construction projects over

- the next five years.

e W sy s s B L T T S
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System growth to date m Massachusetts:

T
.

o More than 109 000 Q. ft in Fail River - A

S oApprox 100 000 sq.ft. in Westwood -

P S i R ety

| |
o Approx 2 009 8q. ft. in StOUghtO“ SRR
|

i

e it = i, e e

o More than 56 000 Sq ft in Methuen

g More than 48*"000 50 ft. if UDc)rche:ster
< e More than 60 000 sq. ft. in Nos‘wood

iy 2 More than 58 000 Sq ft mBl‘MktOn ’:

L , More than 20 000 sq. ft. in Bnghton

i ) More than 38000 Sq ftn m Boston

" ° e More than 158 000 sq f t. mAyer

o More than 137000 sq. ft in Haverhlll - ‘

TN

_LMC 3209




Job Creation.

Lo %'_3'4_’ " Steward has 14,000 employees and is

the seventh largest employer in Massachusetts.
Since November,

the existing system has
grown by more than
300 new full-time jobs.

More than half of this job growth consists of new
dactors and nurses. In addition to this growth, Steward’s

construction activity has generated approximately

500 new construction
jobs throughout the state.

Steward'’s upcoming activity is expected to add
an additional 500-800 construction jobs in

Massachusetts within the next year.

B I . . B N S e e

T ogp

" STEWARD HEALTH CARE SYSTEM LLC
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According to a housing and urban development
formula, the economic stimulus Steward is

creating with these construction projects

has resulted in almost
4,000 new jobs in
these communities.

This job creation projection will increase

significantly as Steward moves forward with

additional expansion and renovation projects.
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“Tax Generation.

Unlike all but two hospitals in
Massachusetts, Steward is a taxable entity.

Steward facilities will pay approximately

$9 million annually
IN property taxes
to local Massachusetts communities for

the eight current Steward hospitals.

in 2012, Steward Health Care System

will pay a total of approximately

$80 million in state
and local taxes

10 the communities where we live.

STEWARD HEALTH CARE SYSTEM LLC
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