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Response to Community Medical Center's RFP September 26, 2013 

g. Describe your organization's strategy to position CMC for population health 

management and/or other new care models under health care reform . 

is the second largest clinically integrated physician network in the 

United States with over 5,000 physician members. Our strategic alliance with 

provides our hospitals and physicians the opportunity to clinically integrate 

through · "Quality Alliance" platform. The Quality Alliance has been 

designed to further the goals of clinical integration, which is a key component for 

population health management. Along with we envision CMC 

participating In Quality Alliance clinical integration platform. 

6. Describe your organization's experience in the merger integration of hospitals, outpatient 

facilities and physician practices. 

We have more experience acquiring and integrating hospitals, outpatient facilities and 

physician practices than any other organization In the health care Industry. 

Since 1997, we have acquired and integrated over 110 hospitals (the transaction in 

2007 involved 54 hospitals). We are adept at integrating hospitals, outpatient facilities and 

physician practices. With over 3,000 corporate human resources to assist with acquisition 

integration, we are able to integrate acquisitions seamlessly and effectively. 

7. Provides a well-Integrated health system; 

With new acquisitions, we typically achieve a 2% to 5% Improvement In operating margin 

performance within the first year as a result of leveraging our programs and services. 

We are able to achieve this level of efficiency because we implement programs and adhere 

to operating philosophies that Include: 

• standardizing and centralizing our methods of operation and management; 

• improving patient safety and optimizing resource allocation through case and resource 

management programs, which assists in improving clinical care and containing costs; 

• monitoring and enhancing the productivity of our human resources; 

• capitalizing on purchasing efficiencies through the use of company-wide standardized 

purchasing contracts and terminating or renegotiating specified vendor contracts; and 

• installing standardized management information systems, resulting in more streamlined 

clinical operations and more efficient billing and collections procedures. 
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Response to Community Medical Center's RFP September 26, 2013 

Standardization and Centralization 

Standardization and centralization encompass nearly every aspect of our business, from 

standard policies and procedures with respect to patient accounting and physician practice 

management to standard processes to initiate, evaluate and complete construction 

projects. Our standardization and centralization initiatives are a key element that has 

helped us Improve our operating results and reduce costs. 

• Revenue Cycle. We have adopted standard policies and procedures with respect to the 

revenue cycle process. 

• Procurement and Materials Management. We have standardized and centralized our 

operations with respect to medical supplies, equipment and pharmaceuticals used in 

our hospitals. We participate in HealthTrust Purchasing Group ("HPG"), a group 

purchasing organization ("GPO"). In fact, we are a 17.6% equity owner in HPG which 

better aligns our respective financial interests. HPG contracts with certain vendors who 

supply a substantial portion of our medical supplies, equipment and pharmaceuticals. 

Clinical Advisory Boards endorse the product quality of supplies purchased by our 

hospitals. GPO compliance enables us to obtain some ofthe industry's lowest product 

costs, and also allows us to share supplies during times of shortage or disaster. 

• Benefits. We purchase benefits for 96,000+ employees. Thus, we are able to leverage 

our purchasing power in order to reduce benefit costs per employee. 

• Facilities Management. We have standardized interiors, lighting and furniture 

programs. We have also implemented a standard process to initiate, evaluate and 

complete construction projects. Our corporate staff monitors all construction projects, 

and reviews and pays ali construction project invoices. Our Initiatives in this area have 

reduced our construction costs while maintaining the same level of quality and have 

shortened the time it takes us to complete these projects. 

• Other Initiatives. We have also improved margins by implementing standard programs 

with respect to ancillary services in areas, including emergency rooms, pharmacy, 

laboratory, imaging, home care, skilled nursing, centralized outpatient scheduling and 

health information management. We have improved quality and reduced costs 

associated with these services by improving contract terms and standardizing 

information systems. We work to identify and communicate best practices and monitor 

these improvements throughout the Company. 
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Response to Community Medical Center's RFP September 26, 2013 

• Financial Reporting Internal Controls. We have centralized many of our significant 

internal controls over financial reporting and standardized other controls that are 

performed at our hospital locations. We continuously monitor compliance with and 

evaluate the effectiveness of our internal controls over financial reporting. 

a. Describe the functions performed at the corporate level versus at the local hospitals 

Our corporate resources supplement, not supplant, local resources. The following lists 

some of our corporate departments (bold), with example functions they support. 

Accounting I Legal 
Acquisitions & Development I - Contracts support 
Ancillary Services I - Real estate support 
- Pharmacy - Litigation support 

- Laboratory Managed Care 
- Surgery Marketing 
- Imaging I - Community Cares 
- ASCs I - Local Hospital Marketing Support 
Compliance I - Patient Satisfaction Surveys 
Corporate Tax I - Physician Satisfaction Surveys 
Eligibility Screening Services I - Public Relations and Communications 
Facilities Management - Affinity Programs (e.g. Healthy Woman, 
- Projects/Construction Senior Circle, Tiny Toes) 
Flnance/Treasury Materials Management I Purchasing 
Health Information Management - Group Purchasing 
Home Care & Hospice Division Medical Affairs 
Hospltalist Services Medical Staff Development 
Human Resources - PhYSician Recruiting 
- Employee Relations Operations Support 
- Employee Satisfaction Surveys Patient Financial Services 

- Executive Recruitment - Billing and Collections 
- Benefits Administration PhysiCian Business Services 
Information Systems - Practice Management Support 
- Architecture/strategy - Billing and collections 
- Clinical systems support Quality & Patient Safety 
- Deployment services - Quality Management 
- Application services - Case Management 
- Physician practices - Joint Commission Survey Preparedness 

- Data center operations - Patient Safety 

- Infrastructure implementation Revenue Management 
- Operations support - Charge master Services 
- Security - Specialty Services 
Internal Audit Risk Management 

! 
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· ' Response to Community Medical Center's RFP September 26, 2013 

b. Describe the methodology for allocating capital and corporate overhead 

Working collaboratively with the local board of trl,lstees, we would develop and execute 

a long-term capital plan for CMC that aligns with the capital commitment jointly agreed 

to in the Definitive Agreements. Once the capital commitment period ends, we would 

follow our normal capital expenditure budgeting processes. Each year, our hospitals 

prepare a Strategic Capital Plan and an Annual Operating Budget. Planning begins in 

late summer and wraps up by mid-December. The Strategic Capital Plan and Annual 

Operating Budget are prepared by local management. Local management seeks input 

from members of their medical staff. The local board of trustees have input into the 

Strategic Capital Pian and Annual Operating Budget and reviews final versions of both 

plans. Division leadership provides direction, input and support into both Plans. 

We allocate a management fee of approximately 2% of net revenue to cover the costs 

and expenses of corporate services. However, no funds are exchanged, and the 

management fee is "eliminated" in the consolidated financial statements. 

8. Provide for (Me's iong-term stability and security based on the historic and projected 

financial performance, long-term vision, and commitment to serve as a stable partner; 

Since 1997, has demonstrated consistent and stable financial performance. 

in 2012, we generated $13.0 billion in net revenue and $1.28 billion in cash from operating 

activities. For 2013, we have issued guidance saying that we expect to generate between 

$13.0 and $13.4 billion in net operating revenue, and between $1.175 and $1.250 billion in 

cash from operating activities. 

As of June 30, 2013 (date of last publicly available financial statements), we had 

approximately $251 million of cash and cash equivalents on our balance sheet. 

We have the ability, under our existing debt covenants, to issue an additional $1.0 billion of 

incremental term loans. We also have a $750 million line of credit. 

We are publicly-traded; thus, we have access to public equity markets. 

We believe our cash generated from operations, cash on hand, borrowing capacity, and 

access to equity markets would be sufficient to fund a transaction with CMC, plus fund 

CMC's future capital requirements. 
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Response to Community Medicol Center's RFP September 26, 2013 

a. Provide a summary of your organization's financial position. 

The following table, abstracted from our Securities and Exchange Commission ("SEC") 

filings, demonstrates our net revenue, EBITDA, Net Income, Cash Flow from Operations, 

and Capital Expenditures ("CAPEX"). 

$'5 In Millions 2008 2009 2010 I 2011 2012 2013 Guidance i 

Net Revenue $9,700 $10,334 $11,092 $11,906 $13,029 $13,000-$13,400 
EBITDA 3 $1,525 $1,671 $1,761 $1,837 $1,978 $1,900 - $1,950 

Cash Flow from Ops. $1,057 $1,076 $1,189 $1,262 $1,280 $1,175 - $1,250 

CAPEX $692 $577 $667 $777 $769 $775 - $825 

i. Three years of audited financial statements. 

Three years of audited financial statements are available in our latest SEC Form 10K 

filing, which can be found under the Investor Relations section of our website at: 

ii . Interim year-to-date financial statements through the most recent month-end 

available. 

Year to date financial statements through June 30, 2013 (date of last publicly 

available financial statements) are in our latest SEC Form 10Q filing, which can be 

found on our website at: 

iii. Most recent Official Statement, if applicable. 

All public disclosures can be found on our website at: 

iv. last rating agency updates. 

We can provide copies ofthe latest equity analyst reports. 

v. Access to third-party capital, including the amount of debt capacity or funds 

available from equity investors. 

We have the ability, under existing debt covenants, to issue an additional $1.0 billion 

of incremental term loans. We also have a $750 million line of credit. We are 

publicly-traded; thus, we have access to public equity markets. 

3 EBITDA is defined as net income before Interest, income taxes, depreciation and amortization. 
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Response to Community Medical Center's RFP September 26, 201.3 

vi. Capital raising plans within the next 12 months, including debt offerings or equity 

raises including the timing, amount and expected use of proceeds. 

As part of our definitive agreement to acquire " Bank of America and Credit 

Suisse have pledged to provide financing for other hospital acquisition transactions. 

b. Provide an organizational profi le for your organization including (a) not-for-profit/for

profit status, (b) religious affiliation, if any, (c) current listing (including location) of 

hospitals, (d) number and location of other facilities,(e) founding date of organization, 

(f) location of headquarters, (g) number of employees, (h) number of phYSicians on 

medical staff, (i) number of employed phYSicians, (j) make-up of board, (k) name and 

position of senior executives along with their biography, (I) credit rating, (m) top five 

managed care payers by volume. 

(a) , tax status is "For-profit". 

(b) ; is not affiliated with any religious organizations. 

(c) owns 13S hospitals in 29 states. 

(d) owns a variety of other health care businesses associated with its 13S hospitals. 

(e) was founded in 

(f) is headquartered is 

(g) , has over 96,000 employees. 

(h) has over 17,000 physicians on its medical staffs. 

(i) employs over 3,000 physicians. 

UI The board of directors is comprised of eight (8) directors who are actively 

involved in the leadership and oversight of I 

(k) Biographies for all senior leadership can be found at: 

, , -

(I) Credit Rating is B+ (Fitch), B1 (Moodys), B+ (Standard & Poors) 

(m)The top managed care payers vary hospital-to-hospital, but would include payers 

such as: Blue Cross Blue Shield, Aetna, Cigna, Humana, United Health, and Wellpoint. 
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Response to Community Medical Center's RFP September 26, 2013 

c. Indicate whether your organization is subject to a corporate integrity agreement and if 

so, the terms of that agreement(s). 

We are not subject to a corporate integrity agreement. 

d. Provide a list of any hospitals acquired or sold In the past five years. 

Hospitals Acquired In Past 5 Years 

Acquisition Date Name City, ST Beds 
2012-July 100 
2012-March 330 
2012-January 217 

25 
20ll-0ctober 357 
20ll-May 198 

I 48 I 
67 

2010-0ctober 240 
2010-0ctober 389 

I 311 
I 69 

2010-July 124 
2009-May 418 
2009-February 42 
2008-october 388 

123 

Hospital Sold in Past 5 Years 

Sold Date Name City, ST Beds 
20ll-october , 107 
20ll-September 

I
180 
81 

9. Present any financial, regulatory and other non-financial hurdles to closing; 

We would not have any financial contingencies related to this transaction. 

a. Identify and discuss any and all contingencies to closing, Including regulatory (e.g. 

antitrust) and if applicable, third-party financing. 

We would expect customary conditions precedent to close, including regulatory 

approvals, accuracy of representations and warranties, receipt of a title policy and 

required consents from third parties, no material adverse change, no injunction, etc. 
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Response to Community Medical Center's RFP September 26, 2013 

The transaction would be subject to a Hart Scott Rodino ("HSR") review. 

Upon notice of selection, we could complete the transaction within 150 days, subject to 

regulatory review and approval processes. This includes time needed for due diligence 

and to negotiate definitive agreements. We would be prepared to close the transaction 

at the end of the month following receipt of all regulatory approvals. 

b. Indicate the level at which your response has been approved within your organization 
and what approvals will be required to sign a definitive agreement and close the 

transaction. 

Our board of directors would need to approve a transaction. Our board chairman has 

reviewed the basic terms of this proposal. We do not anticipate any issues in obtaining 

our board's approval. 

c. Identify any third party consents you will need to obtain for entering into the 

transaction as contemplated (such as banks, bond Insurers, lessors, and landlords). 

We would have no third-party consents that we would need to obtain in order to enter 

into the proposed transaction with CMe. 
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Asset Purchase LOll Term Sheet 

[BIDDHRHOSPIT AL LETTERHEAD] 

A~g~st 28September 26, 2013 

[NAME REDACTED] 

LETTER OF INTENT 

Dear Mr. [NAME REDACTED]: 

The purpose of this letter of intent (this "Letter") is to set forth celtain non-binding understandings and 
certain binding agreements by and between Community Medical Center ("Hospital") and 
[BIDD HRjBidder 3 ("Bidder") pursuant to which Hospital intends to sell certain assets and operations of 
Hospital to an affiliate of Bidder, as more particularly described in the attached telm sheet (the "Term 
Sheet"), incorporated herein by reference. 

Paragraphs I through 24 of the Term Sheet (collectively, the "Non-Binding Provisions") reflect ow' 
mutual understanding of the matters described in them, but each party acknowledges that the Non
Binding Provisions are not intended to create or constitute any legally binding obligation between 
Hospital and Bidder, and neither Hospital nor Bidder shall have any liability to the other party with 
respect to the Non-Binding Provisions until a definitive agreement and other related documents 
(collectively, the "Definitive Agreement") are prepared, authorized, executed and delivered by and 
between the parties. If the Definitive Agreement is not prepared, authorized, executed, and delivered for 
any reason, neither party to this Letter shall have liability to the other party to this Letter based upon or 
relating to the Non-Binding Provisions. 

Upon execution by the parties to this Letter, Paragraphs 25 to 27 of the Term Sheet (collectively, the 
"Binding Provisions") will constitute the legally binding and enforceable agreement of the parties in 
recognition of the significant costs to be borne by the parties in pursuing the transaction and further in 
consideration of the mutual undertakings as to the matters described herein. 

The Binding Provisions may be terminated only by mutual written consent; provided, however, that the 
termination of the Binding Provisions shall not affect the liability of a party for breach of any of the 
Binding Provisions prior to the tenninatioll. This Letter shall be construed and enforced in accordance 
with the laws of the State of Montana. No signatory hereto shall assign this Letter to any third party. 

Notwithstanding the foregoing, this Letter is intended to evidence the understandings which have been 
reached regarding the proposed transactions and the mutual intent of the parties to negotiate in good faith 
a Definitive Agreement in accordance with the tenns contained in the Tenn Sheet. 

Each party acknowledges that it is a party to that certain Mutual Confidentiality and Non-Disclosure 
Agreement, dated Deee",!!e. I , ;w(l&2013 , and that such agreement remains in full force 
and effect. 

If the tenns herein are acceptable, please sign and date this Letter in the space provided below to confinn 
the mutual agreements set forth in the Binding Provisions and return a signed copy to the undersigned. 

Sincerely: 



[NAME REDACTED] 
AHgIlSI 28September 26. 20 13 
Page 2 

COMMUN1TY M EDICAL CENTER 

By: 
~S~te-v-e~C~ar~ls-o-n---------------

Chief Executive Officer 

Date: ______________________ _ 

ACKNOWLEDGED AND AGREED: 

BIDDER 3 

By: 
==~~~JP~.~M4eH] ------------
[TITLe] 

Date: ______________________ _ 



Asse! Purchase LOll Term Sheet 

Community Medical Center 
Term Sheet for a Transaction with ISmOERI 

Bidder 3 

1. Parties 

2. Form of Transaction 

3. Purchased Assets and 
Assumed Obligations 

Allgust 28September 26, 2013 

a) Community Mectical Center, a Montana nonprofit corporation that is exempt 
from federal taxation pursuant to Section 501 (c)(3) oftbe Internal Revenue 
Code of 1986, as amended, and all of its controlled affiliates (collectively, 
"Hospital"). Hospital is the parent company of an integrated healthcare system 
providing acute care and general health services to residents of western 
Montana and northern Idaho (collectively, the "Business"). 

Bidder, through oue of its •• Bsi~iaflesaffi li ates (the "Subsidiary"), intends to 
purchase substantially aU of the operating assets of the Business (the ''Purchased 

a) The Purchased Assets sha11 consist of all of the operating assets of Hospital 
other tban the "Excluded Assets" identified below. The Purchased Assets witl 
include: 

i. Net working capital assets (including inventories, pAtient aeee tmts 
reSei\'Bble. ether f8sei'.'a&les,and prepaid expenses and advances); 

ii , owned and leased reat property; 

iii. equipment; 

iv. palient, medical, personnel and other records of the Business; 

v. licenses, pennits, and trade names (to ti1e extent transferable); 

vi. operating contracts and leases related to the Business; and 

vii, interests held by Hospital in join! ventures related to the operation of the 
Business. 

b) The following sha11 be excluded from the Purchased Assets (the "Excluded 
Assets): 

i. Cash, cash equivalent and investments; 

ii. Patient accounts receivable and other receivables: 

iii. i+.-amounts that may result from post-Closing settlements of cost reports, 
appeals and other tisk settlements that relate to pre-Closing periods; 

iv. ith-amounts earned, accrued or paid with respect to Meaningful Use 
attested to, or for which the requirements for attestation have been 
substantially met, prior to the Closi ng; 

.y:. t\-;-assets whose use is limited or restricted; 

vi. y,...other long term investments; 

vii. ~ornmercially unreasonable contracts or contracts that raise regulatory 
concerns; and 

current and tel'Ill assets not related 
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activities. 

c) Bidder will assume such obligations of Hospital as is usual and customary in 
transactions similar to the Transaction. 

d) Exhibit A hereto reflects the estimated allocation of the assets and liabil ities 
between Bidder and Hospital based on the June 30, 2013 balance sheet of 
Hospital. 

4. Treatment of CMC PFieF te l!!~tl!!el;!tiAg tbe QE!lHllitiYE!I AgfeefAelH ~as ElefiHeei in l~aFagFal3h;;!"J keFe8~, 
Foundation b~4b J>:eIJnElallsn, at its sels elis8FetisR. ma)' FeE!~le5l. 8S a FeSlJit e~the r1=FaRSaet18R. 

Ilesl3ltai t8 \\·iUuIFBW 8F eU~eFY;ISe gi¥e 1:113 its 138sitieR as tAt!! sale l'f1efA~eF e~ b~ 4G 
~8tiHEtat181l iIHR~eeliatel) I3fl8F te the GleslBg. In sHeh e""E!lIH. GMG ~e\:tnElatieR 
shall haye the Fight t8 FetSI A. aRe e*ehHle ffem the +FBAsaetieA. tl=te assets s~GMC;: 
~suAEIatieB at lIlB lime e(:nu;1=! ~\' iIAelFau'al aHEI te GBAliRUe Ie ef38Hlle as aft 
I neeJH.~AeeAt tan 83temf3t eAtityCMC Foundation and its assets will be Excluded 
Assets. 

5. Closing The closing of the Transaction is referred to herein as the "Closing." 

6. Consideration a) Bidder shall pay a purchase price (the "Cash Purchase Price") of

b) SubSl!l(JueAt fe tJ:te 8Ji:BS l:lt i8H ef thebeUer e(:IAlent ftl:!e "beUeF"l In ~,,'hiGh ll~is 

+enfl Sheet is iAe8Ff3eFa~eel b)l FefeFeHee, BieeeF shall Bet pF8pese an;' 
FeEiueli8ft s(:, SF 8ikeF eliFeet 8F iAeiFe6t ekaAge ta. iRe Gask PI:lFehase P:Fiee, 
eJEee~t reF the eetermina~i8R ef :tolet \;VeI'IEillg b8t3ital {as eeHl\ee iA PaFagr8J31=! 1-
l~eFeeli Sf m iI~e e¥eRi that BieaeF eise8¥eFs. eHFiAg 68HAFFABt8t=y SHe 
eiligel~ee. a faet eF eiF81;HRstBRee, ef y'hieR BieeeF 'NBS pFe 'lel:Hil" IiAay,oaFe, 
aiFeell,' FelBled ie the epefauBA 8(:lke Bl:Ismess U'IBI mB,' FeassAabl,' Feslilt 11'1 a 
Mat.rial Ad".rs. Chang. a5 ealin.e in Paragraph 24 a) haraeKThe Cash 
Purchase Price wi ll be subject to Bidder' s due di ligence review ofthe 
Business. 

7. Net Working Capital a) The Cash Purchase Price Bsstllfles

b) "Net Working Capital" is comprised of inventories, palieRt aeesums 
Feeeivable, etheF Feeel'lables, prepaid expenses and advances that have 
continuing value to the operations of the Business:. and aeseUR'S payable. 
aeeHtea salaFies and Bltj:3eRses, accrued vacation expenses and any PTO 
whether recorded or unrecorded, with appropriate adjustment for such 
unrecorded amount. 

S. Treatment of Bidder will not assume, and Hospital will remain liable for all existing 
Indebtedness indebtedness (includi ng capital leases) with such amounts to be paid out of the 

Cash Purchase Price. 
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9. Capital Commitment For a period often (10) years after the Closing, Bidder shall commit to fund annual 
average capital expenditures (measured over a Qeriod of three consecutive ~ears) at 
not less than 110% oftbe Business' annual depreciation to fund the development of 
projects and services for the benefit of the residents of the Business ' primary 
service area, subject to deferral based on mutually agreed upon exceptions for 
exigent financial circumstances and regulatory requirements, 

10. a) As oftbe Closing, Bidder wi ll establish a Ie" (lQ) IH OIH.Of RBB lid"elllf}' 
ubsidiary Board of Trustees for the Subsidiary (the "Local Board") comprised of ten to 
Governance twelve members. The Local Board will be comprised offour (4) physicians, 

five (5) community leaders and the local Chief Executive Officer, ex officio. 

b) The initial members ofthe Local Board shall be appointed in consultation with 
Hospital. 

c) The Local Board shall be self-perpetuating consistent with the Subsidiary's 
governing documents. 

d) In general, financial, strategic and other decisions of the Local Board will 
require approval by Bidder. 

e) The Local Board will provide recommendations to Bidder regarding the 
establishment of hospital policies, the maintenance of patient care quality and 
provision of clinical service and community service planning in a manner 
responsive to local community needs. 

!) Subject to wiain limited exceptions, the duties of the Local Board will 
include, but not be limited to the following: 

i. Ensure compliance with all accreditation requirements including but not 
limited to credentialing and other medical staff matters; 

ii. Provide oversight for institutional planning, make recommendations for 
new clinical services, participate in an annual review of the Business' 
strategic and financial plan and goals; 

iii. Review and have input into any substantive changes in the services 
provided by the Business. 

iv. Review and recommend approval of operating and capital budgets as well 
as make recommendations with respect to capital expenditures 
fulfilling commitments made by Bidder in the Definitive Agreement 
(as deftned in Paragraph 27 hereo!); 

v. Make recommendations with respect to quality assessment and 
improvement programs; 

vi. Provide oversight of risk management programs relating to patient care 
and safety; 

vii. Foster community relationships and identify community service 
oPPOItunities; 

Vlll. Review disaster plans that deal with both intemal (e,g., fll'e) and extemal 
disasters; and 

IX. Evaluate recruitment needs to ensure adequate medical staff capacity to 
continue to meet community needs. 
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11. Commitment to After the Closing, Bidder shall operate the Business with a commitment to quality, 
Quality, Safety, and safety and patient satisfaction including maintaining Joint Commission 
Patient Satisfaction accreditation and participation in the Medicare, Medicaid, and TriCare programs. 

12. Commitment to For a geriod of at least five (5) years after the Closing and sub ject to no significant 
Teaching Programs adverse changes in rei mbursement. Bidder shall maintain and continue to support 

Hospital's current residency training programs and will seek to expand the training 
of residents at the Business in a reasonable and appropriate manner in order to 
support the recruitment and retention ofohvsicians in Hospital's community. 

13. Limitations on For a period of _ five (-W.i) years after the Closing (the "Initial """'Five Year 
Change of Control or Period"), Bidder will not (i) enter into a merger or other fonn ofa transfer or 
Sale change of control transaction with a third party with respect to the Business (a 

"Change of Control Transaction"), or (ii) sell , convey, or otherwise transfer all or 
substantially all of the assets of the Business to a third party (whether in a single 
transaction or in a series of transactions) (an "Asset Sale"); provided the foregoing 
restrictions of this Paragraph 13 shall not applv to a change of control of Bidder. 

14. Right of First Refusal Following the restrictions set forth in Paragraph 13 hereof, Hospital or its designee 
will maintain IA perJ38tuityfor a period of ten ( 1 0) years a right of first refusal to 
purchase the Business under essentially the same terms and conditions provided to 
or by Bidder if Bidder agrees to sell or transfer substantially all of the assets and 
operations of the Business to an unaffiliated third party. Hospital shall have 60 
days to exercise its right and 180 days to close, subject to extensions necessary to 
accommodate any regulatory approvals. The foregoing restriction shall not apply 
to a change of control of Bidder or a sale of Bidder 's interests in mUltiple facilities 
in which the va lue of the Business represents less than seventy-five percent (75%) 
of the total valu~ Cb~ed upon net revenue) of the transaction. 

15. Maintenance of Subject to mutually agreed upon exceptions for exigent financial circumstances and 
Clinical Services regulatory requi rements, Bidder shall agree to maintain essential clinical services 

and departments at Rst less than 6HrfeHt levels ("Essential Services") at the 
Business ' current acute care hospital for a period of lefifive {+G,n years after the 
Closing. Essential Services shall include the following services lines and 
departments: ICU/CCU, NlCU, med/surg, pediatrics, orthopedic, motherlbaby, 
rehabilitation, labor and delivery, inpatient and outpatient surgery, recovery, 
laboratory, electrodiagnostics, stress testing, cath lab, CT scan, diagnostic imaging, 
ECHO, endoscopy, pharmacy, respiratory therapy, emergency, pediatrics specialty 
clinic, departments of Community Physician Group, Community Care Center 
(chemotherapy and radiation therapy), IVa - infusion therapy, CMC cardiology 
and outreach, nuclear medicine, trauma (level III), wound care clinic, childbirth 
education classes, and MT Pediatric Surgery. !ileFile 6HPF'I~, aA~ materials 

16. C harity Care and Bidder acknowledges that Hospital has historically provided significant levels of 
Community care for indigent and low-income patients and has also provided care through a 
Obligations variety of community-based health programs. Bidder shall adopt, maintain, and 

adhere to Hospital 's CUlTent policies on charity and indigent care or adopt other 
policies and procedmes that are at least as favorable from a financia l point of view 
to the indigent and uninsured as Hospital's existing policies and procedures. 
Bidder shall also continue to provide care through community·based health 
programs, including cooperation with local organizations that sponsor healthcare 
initiatives to address identified community needs and improve the health status of 
the elderly, poor, and other at·risk populations in the commun ity. The foregoing 
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commitments shall be subject to changes in legal reQuirements or governmental 
Qolicies (such as imQiementation of the Patient Protection and Affordable Care Act 
or universal healthcare coverage), 

17. Medical Staff 
a) Bidder intends to involve the Business' physicians in the strategic and capital 

planning process for the Business, insuring that the critical needs of the 
Matters medical staff are met and that strategic initiatives and investments are 

prioritized to best meet the needs of medical staff physicians and their patients. 

b) Bidder shall commit to provide the necessary resources to effectively recruit 
and retain a quality medical staff consistent with a recruitment plan to be 
mutually agreed to by the parties prior to the Closing, which the parties expect 
will contemplate the recruitment of an additional 60 PTEs over a three· year 
period covering a broad range of specialties including, but not limited to, 
cardiology, emergency medicine, surgery, oncology, obstetrics / gynecology, 
hospitalists, neurology, neurosurgery, ENT and urology. 

18. E mployee Matters a) Bidder shall maintaiR \!Ilages aRe l:ieeeEls. 'NiU~ Ae ae'A'AI,\'aFEi pay adjHstl'fU3F1lS 
fer at leasl12 l'ReRt~s after t~e ClesiHg, ts ell orfer to hire all active employees 
of the HosQitai in good standing as of the Closing in 12ositions and at 
compensation levels consistent with those provided b;r the Hospital elflI3 1 8~'ees 
.. otaiRo. e;' Iliaao .. as ofthe Closing. 

b) Bidder shall BSlfH'Rit te l:iSASf al4 eJtisting S8','8rEm ee agreeH3:8AfS beh .. 'een 
Has)3ital liBel Wespital ' s emfJleyees.provide benefits and establish terms and 
conditions of emQloyment. which shall be generally consistent with those 
offered at other hos(;! itals affi liated with Bidder. 

c) Hospital employees shall retain their current seniority and vesting in 
118spital ' s 8f Bny sU8e6ss8fBidder's retirement benefit j3fegfaR'!:!mlans. 

d) Hospital employees retained by Bidder shall retain their current seniority for 
purposes of determining vacation accruals after the Closing. 

e) As of the Closing, Bidder shall provide Hospital employees with a retirement 
plan, vacation, sick leave, holidays, health insurance, life insurance, and other 
employee benefits consistent with the surreRt beRefit t3iaRS iR e¥feet at l=Iesl3ital 
9f-those Bidder benefit plans in effect from time to time with no waiting 
periods or pre-existing condition limitations for any benefit plan offered by 
Bidder to current Hospital employees. 

" n' "_ ' n . 

19. Treatment of Bidder shall accept assignment of and assume all obl igations arising after the 
Contracts Closing under contracts, operating leases, physician arrangements and other 

operating obligations of the Business, with no offset against the Cash Purchase 
Price Cather than standard prorations); provided, however, that Bidder shall not be 
obligated to assume commercially unreasonable contracts or contracts that raise 
regulatory concerns. 

20. Indemnification Bidder and Hospital shall agree to indemnification provisions along with certain 
limitations usual and customary in transactions of this tvoe. 

21. Medicare Provider Bidder will assume Hospital's Medicare acute-care hospital provider number. 
Number 

22. Tail Policies As of the Closing, Bi<I<lefHospital shall provide and pay for appropriate tail 
insurance policies to cover Hospital directors' liabilities nrofessional liabi liti es 
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general liabilities and such other risks as applicable. 

23. Transition a) Subject to applicable regulatory requirements, Bidder shall have the 
opportunity to provide limited input to significant business activities of 
Hospital after execution or the Definitive Agreement and prior to the Closing 
including, but not limited to: 

I . Capital expenditures in excess of $ 1.0 million not included in Hospital's 
routine annual capital and operating budgets. 

ii. Significant new contracts in excess of $25(lOOQ25,QOO in annual expense. 

iii. New or amended contracts with ghysicians or other referral sources. 

iv. f..H..:.-Changes in title or assignment of specified senior executives. 

b) In addition, Hospital shall work with Bidder to perform, or cause to be 
performed, any act, submission or filing, including the Letter for the purpose 
of application for a Certificate of Need ("CON"), as is necessary and directed 
by Bidder including CON's necessary for Hospital to remain competitive in its 
marketplace. 
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24. Closing a) The Closing shall take place as soon as practicable after all required regulatory 
and other approvals for the Transaction have been obtained, unless otherwise 
mutually agreed by the parties to the Letter. The Closing will be subject to 
mutually agreed closing conditions, including but not limited to (i) completion 
of a satisfactory due diligence review of the Purchased Assets and the 
Business, (ii) receipt of surveys, title insurance commitments and 
environmental and engineering surveys reasonably satisfactory to Bidder, (iii) 
receipt of all necessary regulatory approvals and permitted license transfers, 
(iv) delivery of documents of conveyance and assignment, (v) expiration of the 
"waiting period" under the HSR Act, and (vi) no "Material Adverse Change" 
(as defined below) shall have occurred. 

b) "Material Adverse Change" shall mean an event, change or circumstance 
which, individually or together with any other event, change or circumstance 
would be reasonably expected to have a material adverse effect, either 
individually or in the aggregate, on the business, assets, liabilities, financial 
condition or results of operations of the Business whether such effect would be 
realized before or after the Closing; provided, however, that a Material 
Adverse Change shall not include: (i) changes in the financial or operating 
performance due to or caused by the announcement of the Transaction or 
seasonal changes; (ii) changes or proposed changes to any law or regulation, 
reimbursement rates or policies of governmental agencies or bodies that are 
generally applicable to hospitals or health care facilities; (iii) requirements, 
reimbursement rates, policies or procedures of third PaIty payors or 
accreditation commissions or organizations that are generally applicable to 
hospitals or health care facilities; (iv) general business, industry or economic 
conditions, including such conditions related to the Business; (v) local, 
regional, national or international political or social conditions, including the 
engagement by the United States in hostilities, whether or not pursuant to the 
declaration of a national emergency or war, or the OCCUlTence of any military 
or terrorist attack; (vi) changes in financial , banking or securities markets 
(including any disruption thereof and any decline in the price of any security or 

k . d) ( .. ) h GAAP -• .-. , ,~ ',I r ., 

, ,," .. 

25. Expenses 

26. Press Release 

. . _, _ _~_c. .. . . 
a) Each palty shall bear its respective legal, accounting and other expenses and 

costs in connection with the Transaction; J} ravieee, Raw@!\ er, if the TraRsastian 
IS eaR6Hmmalee, Qieeer 'vi i i ~ear aY SHeil BJij3esses. 

b) Bidder and Hospital shall split the cost of title insurance upon the real property 
to be leased and the cost of a survey of such property, as well as all recording 
taxes and fees payable in respect of the Transaction. 

c) Bidder shall pay the filing fee, ifany, required under the Hart-Scott-Rodino 
Antitrust Improvements Act of 1976 (the "HSR Act") and all expenses of 
inspecting the Purchased Assets, including the cost of any environmental 
surveys. 

Except as otherwise required by law, all press releases or other public 
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communications of any sort relating to the Transaction, and the method of the 
release for publication thereof, will be subject to the prior approval of both parties. 

27. Legal Effect and a) This Term Sheet is subject to and contingent upon due diligence review and the 
Diligence negotiations, approval, and execution of all necessary definitive agreements 

and related documents ("Definitive Agreement"). Upon execution of the 
Letter, Bidder and Hospital will negotiate in good faith the terms and 
conditions of the Definitive Agreement. 

b) As part of Hospital's due diligence on B idder, B idder shall in reasonable detail 
describe its strategy for the Business post-Closing including, but not limited to, 
steps to reduce expenses at the Business through implementation of best 
practices and reduction of overhead. 

c) +Ae beUer afldlhis +eAfl SAeel are flet lmeReed, 6fle sAall Bell3e eenslHlee. Ie 
Greate 8R alJligatlon Hud Wosflilal negeliate e)leltlsi\'ei'j 'AlitA 8ieder regaFaiRg 
lAe +r8Bs8eli8R 8r 9:R~' SilflilBf 5~rafegie lrBnsaeheR~ f1re\·iElee tAa~ 119sfllt9:1 o,1'ill 
BeiU'Ier eRgage in aR~' eHe El il igenee re~'ieYl' Her eneelHe a feFlfl SAee~ 8r similar 
J3relimiIH\~' ea6HlfleRl Yl1ilR aR~' etHer flaFl~' relatiRg te e BAaRge e~eeRlrel 
lFaBSaetlen er asset sale 9f:all 9r sHi3sI8Atiall:y all eftAe assets ef:tAe BHsiness, 
HAless Ilespital first Hetifies Bidder ef:l=lesplutl ' s inteRlieR ta Ela 59 . YpeR 
e)ieeutiel'l 9f::lhe beUer 13~'lJslA fl8R ies. 8 iElEler Bfloli9spilal ".AII senduet aREI 
essper8te if! reasenal3le Eltle EliligeBse regaFoiftg tAe +r8f1SaMieR, iAeiHEiiAg 
o,1!itAeHt limilatien tAe BlJsifiess aREI paFlies ~e tAe +FaASaGUell. 8iddo, .Rd 
HesJ3ital ifiteAEIlAat tAe IH!rieEl efEli ligenee nel eneeeEl ~~ €lays aRa th8t tile 
QeH I:itiV8 Agr8en'leRt 138 aflflFeveEi aREI eMeelJtea within 3Q days thereaf:ter.In 
consideration of the significant investment bi: Bidder of time and exgense in 
connection with the transactions contemglated by this Term Sheet, from the 
date of execution of the Letter unti l the date of which is 60 dai:s after the 
written termination of negotiations gursuant to thi s Term Sheet (unless such 
negotiations are terminated by Bidder or are terminated bi: Hosgital following 
a reguest by Bidder for a material change in the terms embodied in this Term 
Sheet. in which case the 60 da~ Qeriod shall not be aQl2licable), HosQital will 
not, without the aggroval of Bidder (a) offer for sale or lease all or ani: 
significant gort ion of the Purcha~ed Assets or ani: ownershil2 interest or 
membershig substitution in ani: entity owning any of the Purchased Assets) (b) 
solicit offers to bu~ all or ani: significant Qortion of the Purchased Assets or 
any ownershig interest or membershil2 substitution in any entity owning any of 
the Purchased Assets, (c) initiate, encourage or grovide any documents or 
infonnation to any third gart~ in connection with. discuss or negotiate with any 
Qerson regarding any inguires, grogosals or offers relating to any disQosition of 
all or any significant Qortion of the Purchased Assets or a merger or 
consolidation or membershig substitution of any entity owning ani: of the 
Purchased Assets, or (d) enter into any agreement or discussions with any Qarty 
(other than Bidder} with resgect to the sale, assignment, or other disQosition of 
all or any significant Qortion of the Purchased Assets or any ownershig interest 
or membershiQ substitution in ani: entity owning any of the Purchased Assets 
or with resgect to a merger or consolidation or membershig substitution of ani: 
entity owning any of the Purchased Assets. 
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