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Overall/Question 1

The Application states “the following
entities, defined as Affiliates by RIAG
and RIDOH, are not affiliated with any
Transaction Party: CharterCARE
Blackstone Surgery Center, LLC;
CharterCARE Physicians, LLC,
CharterCARE Health of Rhode Island
Foundation, Inc.; CharterCARE Home
Health and Hospice, LLC; and Charter
Associated in Primary Care Medicine,
LLC.” However, all these entities are
included in the Post Transaction
Organizational Chart under Centurion
Foundation, Inc. and CharterCARE
Health of Rhode Island, Inc. in Exhibit 9
and Confidential Exhibit 9. Please clarify
this response and provide responsive
information for all questions requesting
information for Affiliates.

CharterCARE Blackstone Surgery Center, LLC; CharterCARE
Physicians, LLC, CharterCARE Health of Rhode Island
Foundation, Inc.; CharterCARE Home Health and Hospice, LLC;
and Charter Associated in Primary Care Medicine, LLC. are
newly formed entities. These entities were established in
anticipation of the Proposed Transaction. Other than their
Secretary of State filings, there have been no other actions related
to these entities. As a result, there is no responsive information
related to the listed entities to produce, except as to CharterCARE
Health of Rhode Island Foundation, Inc. With respect to the
CharterCARE Foundation, the Transacting Parties produced all
existing information with the HCA Application.

Question 1

Please provide a detailed description of
Centurion’s business model, including
but not limited to, how Centurion
generates revenue, how it identifies
potential transactions (whether it reaches
out to potential partners or is contacted
by potential partners), and what factors
are considered when deciding to pursue a
transaction.

Centurion is a non-profit corporation whose mission is centered
upon increasing access to and lowering the cost of healthcare. In
many instances, Centurion achieves its mission by assisting other
non-profit health systems in the development, acquisition, and
financing of healthcare facilities. Centurion generates revenue
through its financing and development activities that help
nonprofit health systems save money so that they can survive and
thrive. Centurion has established relationships with nonprofit
health systems to whom it provides guidance on cost savings
through financing and development. Through these relationships
with nonprofit health systems and Centurion’s education on cost
savings, typically, the health system will then identify a possible
transaction and involve Centurion. When considering a
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transaction, Centurion evaluates the feasibility of the transaction
and whether the cost savings sought can be achieved.

Question 1 Does Centurion have, or has it had in the | Centurion’s strategic plan was developed in EggRg and was
last (5) years, a strategic plan? If so, CRECCEI - [t is gathering the requested documentation of
please provide all documents related to the plan and will produce it on or before February 6, 2024.
strategic plans or a detailed description
where no documentation exists. If
Centurion does not have a strategic plan,
please explain why not.
Question 1 Please provide a detailed explanation of | Gregory Grove, CEO of the Centurion Foundation, also served as
Centurion’s involvement in the CEO of Florida Care Properties, Inc. (“FLCP”), from 2007 to
operations of any healthcare facilities to | mid-2018. FLCP provides day services to approximately 530
date. persons in Mississippi and 64 persons in Florida with
developmental disabilities/mental retardation and individuals who
are dually diagnosed, or to those who may need assistance with
behavior management or impulse control, as well as persons with
severe physical disabilities. Support to each individual is to
further skills and behaviors needed to function with as much self-
reliance and independence as possible. FLCP continually strives
to integrate persons with developmental disabilities back into the
community, working cooperatively with interdisciplinary teams,
support coordinators, etc., to make sure individuals receive
appropriate services and supports in the proper setting.
Question 1 The Proposed Transaction is Centurion’s | The Articles of The Centurion Foundation and its affiliates

first experience with acute care
operations. Please explain why Centurion
is now seeking to operate acute care
operations.

provide for a wide range of charitable services, programs, and
activities, including but not limited to healthcare, education, and
financing. Stabilizing and improving the healthcare facilities,
services, and operations within the New CharterCARE System
are within and logical extensions of Centurion’s mission.

4869-0598-9535, v. 2
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Question 1 Centurion has three new affiliates as of Centurion sets up subsidiaries based on the structuring needs of
August 2023 (Centurion Biosquare, Inc.; | each transaction with which it is involved. These subsidiaries are
Centurion Hospital Foundation of not the result of a specific expansion plan, but rather a result of
Kentucky I, LLC; Centurion Foundation | the opportunities Centurion was presented with to help other
North Graham Street, LLC). Please nonprofit organizations.
explain Centurion’s plans for expansion,
both geographically and industry.

Question 1 How does Centurion’s experience in real | Through Centurion’s transactional experience, it is uniquely
estate transactions translate to hospital situated to identify previously unrecognized opportunities to raise
operations, specifically “identifying capital, generate revenue, and save costs. Specifically, when
untappqd cost-saving gnd revenue- executing a transaction, it works with non-profit systems in their
generating opportunities as well as finance and treasury systems, including for example treasury
mitigating risks 1pherent in the Ex1st¥ng programs, contract negotiations, and finance structuring. Please
Hospitals” operations?” Include specific -4 of the HCA Application that include specific
examples in this response. see pages 3-4 0 . ppiicat P

examples of Centurion working with nonprofit hospital systems
to generate savings that allows those systems to further serve their
communities.

Question 1 Which of Centurion’s transactions to date | Centurion facilitated exempt bond financing for the acquisition
is most similar to the Proposed and operation of facilities for 64 developmentally disabled
Transaction? Please include a detailed individuals by Florida Care Properties, Inc., a non-profit
description of all the ways the organization [ESCC NG
transactions are similar and identify any | || R AR
distinctions. —

Question 1 Does Centurion have any experience As set forth on pages 6-8, the Centurion principals have extensive

working directly with local leadership
related to hospital and/or healthcare
operations outside of real estate
development and transactions? If so,
please provide specific examples.

experience working directly with local leadership. Centurion
brings a financial expertise to the transaction related to
developing, acquiring, and financing non-profit healthcare
projects. Centurion regularly works to empower local leadership
to make the best operational decisions possible, as it will do here.

4869-0598-9535, v. 2
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10. | Question 1 Do any of the Centurion principals Centurion’s principals have experience with various healthcare
identified in this response have prior operations and venues similarly reimbursed through Medicare,
experience owning and operating acute Medicaid, private pay, CMS, and insurance. Admission and
care hospitals? If yes, please describe the | discharge protocols, length of stay, patient and procedure
experience. classifications are not dissimilar across the continuum of care

encompassing skilled nursing, acute care, independent and
assisted living, and hospice, all of which are modalities familiar
to the principals.

11. | Question 1 Please explain what is meant by As set forth in the HCA Application, Centurion will empower
Centurion “leverages its resources to local leadership by providing the local management team with the
ensure localization by empowering and responsibility and authority to make decisions and guide the New
enabling local leadership” as stated in this | Hospitals. Centurion will provide its counsel and guidance;
response and explain in what specific however, the New CharterCARE System leadership team will
ways this will be accomplished as it lead the New Hospitals and affiliated entities to becoming a self-
relates to this Proposed Transaction. sustaining system.

12. | Question 1 Greg Grove founded both Centurion and | Gregory K. Grove is the Founder, CEO, and a Director of

The Guardian Foundation, Inc. Has there
ever been any relationship or affiliation
between The Guardian Foundation and
Centurion Foundation? If yes, please
provide a detailed explanation of the
history of that affiliation or relationship
and why it ended.

Centurion which he organized in 1996.

Previously in 1989, Mr. Grove founded The Guardian
Foundation, Inc., a non-profit organization, and served as a
Director and its President and Chief Executive Officer until
January 17, 2020. Thereafter, he remained on its Board of
Directors until November of 2021 when he resigned from its
Board of Directors and has not been affiliated with that
organization or any of its affiliates since that time.

In 2007, Centurion facilitated financing for the acquisition and
construction of a facility for the developmentally disabled in
North Fort Myers, FL, for Florida Care Properties, Inc., an
affiliate of The Guardian Foundation, Inc.

4869-0598-9535, v. 2
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Centurion has not provided any financing for or been
related to The Guardian Foundation since 2017.

13. | Question 1 Does Centurion have plans to employ a The New CharterCARE System will have the equivalent of a
Chief Medical Officer (CMO) at the chief medical officer at each hospital (i.e., the physician may not
CCHRI system and/or the New Hospitals | have the title of Chief Medical Officer but will have an equivalent
if the Proposed Transaction is approved? | title and duties).
If not, please explain this decision and
who will perform the functions of a
CMO.
14. | Question 1 Please explain how the dollar values for | Please see C-CNT-PMH-010594 through C-CNT-PMH-010620.
the initiatives identified in this response
(pages 9-10) were calculated.
15. | Question 1 Respond to the following regarding A) This analysis was updated shortly before the refiling of the
Confidential Exhibit 1, Exhibit E: HCA Application in November 2023.
a. When was this analysis p_repared? B) Steve Lovoy, Dan Ison, Jeff Liecbman, and the Prospect
b~ Who prepared the analysis? CharterCARE finance team, with the input from QHR, as well as
c.  Explain in detail how th_e dolfar review and endorsement from A&M
amounts for the EBITDA Bridge Were | ) pjeage see C-CNT-PMH-010594 through C-CNT-PMH-
calculated.
010620.
16. | Question 1 Will the New CharterCARE System be
subject to payments under the Payment in | |
Lieu of Taxes (PILOT) or similar I
program? If so, wil this affect the I
anticipated savings stated in this response e
and included in Confidential Exhibit 1?
Please explain how. I
17. | Question 1 Please explain what resources have left Prospect had regionalized many managerial and administrative

Rhode Island as referenced in this
statement: “Under the current for-profit

resources including:

4869-0598-9535, v. 2
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model, resources have left Rhode Island.
In addition, expenses were born locally,
despite being sourced outside of the
state.”

Physician billing services

Human Resources

Information technology services
Information systems leasing activities
Management of home health services
Treasury functions, including accounts payable
Capital resource allocation

Medicare cost reporting functions

Supply chain management and negotiations
Hospital contracting services

Physician contracting services

Legal services

As set forth above, many of the management and administrative
services are centralized with Prospect. By bringing those services
in-house to the New CharterCARE System, the New
CharterCARE System will not only benefit by having the
employees locally, but also will decrease the cost for those
services by bringing them from California to Rhode Island.

18.

Question 1

This response references Centurion as
sole member of other, unrelated non-
profits. Is Centurion currently involved in
or has it been involved in other industries
besides healthcare? If so, please state the
industries and Centurion’s level of
involvement.

4869-0598-9535, v. 2
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19. | Question 1 The response references Centurion As stated in the HCA Application, Centurion brings deep
continuing to provide its current services | experience in board governance, strategic real estate
to the New CharterCARE System. development, non-profit design, treasury activities, fund raising,
Describe the services that Centurion is and financial and accounting systems. Centurion has provided
currently providing. advice to the Existing Hospitals on a variety of these categories,
especially as it relates to finance and accounting. Centurion
provides this advice, as well as transaction support, on a regular —
typically daily — basis.
20. | Question 1 Respond to the following regarding the a. [REEEG

statement that “Centurion has structured
the Proposed Transaction such that
upon closing, the New CharterCARE
System will be standalone self-
sustaining health system which requires
no financial commitments from
Centurion with respect to capital
projects or operational losses:”

a. Explain specifically how the
transaction was structured to allow the
New CharterCARE System to be self-
sustaining.

b. What analyses have been
done to ensure this can be achieved?
Please describe them in detail and
provide all documentation related to
such analyses.

b.
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c. What is Centurion doing now
to ensure that this will be true upon
closing of the Proposed Transaction?
Is there an expected transition time for
the New CharterCARE System to
become self-sustaining?

d. Is Centurion able and willing
to support capital projects and
operational losses if the New
CharterCARE System is not able to be
self-sustaining? Please describe in
detail Centurion’s financial ability to
provide such support.

redacted

C. [CLEWED

d. No, while Centurion will not provide support for any
capital projects and operational losses, all revenues in
excess of expenses in a given year will be reinvested in
the New Hospitals and local community. In addition, the
New Hospitals will be well positioned at closing as
described above.

21.

Question 1

How did Centurion determine that $80
million (or 80 days Cash on Hand) would
be sufficient to provide the New
CharterCARE System liquidity to operate
as a stand-alone health system?

Eighty days cash on hand is the industry benchmark for credit
rated non-profit health systems. By having $80 million
(approximately 80 days) in cash on hand at closing, the New
CharterCARE System will be positioned for success and remain
independent. At closing of the Proposed Transaction, the New
CharterCARE System will have a debt service coverage ratio
consistent with that of an average not-for-profit A rated health
system. Moreover, the assumptions supporting the 80 days cash
on hand were vetted by local leadership and VMG.

22.

Question 1/Question 16

Please explain why the Amendment to
Asset Purchase Agreement dated April
18, 2023 removed the reference to “an
amount equal to eighty (80) Days’ Cash
on Hand as of the Closing Date,” and
identify where in the Asset Purchase
Agreement or otherwise Centurion is
obligated to make the $80 million cash
infusion at closing.

Days Cash on Hand was deleted from the APA because the parties
have agreed, at the time of the amendment related to the purchase
price, that Prospect is not required to leave any cash in the bank
for the New CharterCARE System. Centurion will finance an
additional $80,000,000 (in addition to the $80,000,000 purchase
price) so that the New CharterCARE System has cash on hand
necessary for operations. If Centurion is not able to finance both
the $80,000,000 purchase price and the $80,000,000, Centurion is
not obligated to close the Proposed Transaction.

4869-0598-9535, v. 2
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23. | Question 1 Please provide a list of current assets, Please see C-CNT-PMH-010621 for a list of current assets.
including the current value for each
asset, for all of Centurion and its
Affiliates.

24. | Question 1 Please provide a list of pending As part of its normal course of business, Centurion routinely
transactions, including the value of the closes charitable transactions for non-profit health systems and is
transaction and the anticipated closing actively continuing its work in that line of business. None of the
date(s) for Centurion and its Affiliates. charitable leasing transactions for other non-profit health systems

will affect the New CharterCARE Health Systems or Proposed
Transaction.

25. | Question 1 Will any vendors who are currently APA Section 5.3(c) requires that each Selling Entity have paid its
unpaid by the Prospect Transacting bill and invoices in the ordinary course prior to closing. APA
Parties be reimbursed if the Proposed Section 6.1 states that all of the covenants in the APA must be
Transaction is approved? Please explain. | complied with in order for Centurion to be obligated to close.

26. | Question 1 Explain why Healthcare Staffing on Healthcare Staffing on Demand RI was dissolved in June 2023
Demand RI dissolved in June 2023. because it was not being used.

27. | Question 1 Provide a listing and description of all Please see C-CNT-PMH-010622 through C-CNT-PMH-010625.
existing medical departments that are
provided within the existing PCC
system, including the location(s) where
services are offered.

28. | Question 1 Please provide a detailed description of | The Transacting Parties are not clear on what this question is
the plan to expand and improve existing | referring to. Please generally see the response to Question 48,
services as referenced in this response. which includes the Transition and Integration Plan.

29. | Question 1 Define who is considered “local The local community members will be non-Centurion

community members” on the boards of
CharterCARE Health of Rhode Island

representatives on the boards of directors. These will be
individuals who, in addition to being experienced in the areas of

4869-0598-9535, v. 2

9




Prospect/Centurion — Responses to First Set of Supplemental Questions from RIDOH

January 23, 2024

and the hospital advisory boards as
referenced in this response.

business, law, or healthcare, can provide valuable insight into the
local community’s needs.

30.

Question 1

Please respond to the following
regarding Ovation no longer being
involved with the Proposed
Transaction:
a. Explain the specific reasons
that this decision was made,
including who made the decision,
and how the decision was made.
Provide any relevant
documentation related to this
decision.
b. Please explain the “extensive
work with the current leadership at
Prospect CharterCARE” as
referenced in Attorney Rocha’s
October 16, 2023 letter and how
this work ultimately resulted in the
determination that an engagement
with Ovation would not be
necessary.
c. Explain specifically how the
services that Ovation was expected
to provide will now be performed,
whether by local leadership or
another consultant.
d. Explain how the Improvement
Initiatives will be implemented now
that Ovation is no longer involved in
the transaction.

a)

b)

d)

Centurion has had time to evaluate the current leadership
team in place and obtain a better understanding of the
operations of the New CharterCARE System. With that
time, Centurion has determined that the current leadership
team is fully capable of managing the New CharterCARE

System without the assistance of QHR.

As previously stated, Centurion has had a significant
amount of time to evaluate the current leadership team,
including regular — typically daily — communication with
Jeff Liebman, and no longer feels as if QHR 1is an
essential component of success. Centurion feels very
confident that the local leadership is the key to the New
CharterCARE System success and will work with the
local leadership team to evaluate if and when outside
consultants or managers are needed in the future.

EREES)

The local leadership team is familiar with and prepared to
implement the improvement initiatives.

4869-0598-9535, v. 2
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31. | Question 1 With regards to financing of the a) The financing process is expected to take 90-120 days.
Purchase Price, please respond to the b) APA Article VI lists the conditions that have to occur for
following: Centurion to be required to close the Proposed

) ) ) Transaction, which includes Section 6.4 that states
a. How long is the financing Centurion shall have obtained Acquisition Financing to
process eXpe.CtEd to tak.e i mutually satisfactory to the parties. If financing is not
b.  What will happen if the New . . 11 not be oblicated to close th
CharterCARE System cannot obtain obtained, Centurlop will not be obligated to close the
sufficient bonds within the Proposed Transaction. , _
time limit? c) Centurion will not be the entity holding any of the assets
c.  Why is the New CharterCARE so it will not be responsible for the payment. This also
System responsible for payment of helps the New CharterCARE System be a stand-alone
the Purchase Price, as opposed to self-sustaining health system.
Centurion? d) Based on both [ERESEEexpertise and Centurion’s
d. What has been done to experience in the market, Centurion is confident that the
date to confirm that bonds will bonds will be issued with favorable terms.
be issued with favorable terms? e) As stated before, Centurion will not be a guarantor of the
e.  Assuming bonds are issued as bonds, but will assist local leadership by providing
described in this response, will and financial expertise and cost saving strategies if the New
how will Centurion assist if the New CharterCARE System cannot meet its bond obligations.
CharterCARE System cannot meet
obligations on any bonds?

32. | Question 1 What services and programs does Centurion’s focus is upon increasing access to care and lowering
Centurion provide outside of real estate | the cost of healthcare. Since its founding in 1996, it has focused
and facility development? on achieving that mission by assisting other non-profit health

systems in the development, acquisition, and financing of
healthcare facilities. In light of Centurion and its principals’
experience, it has the ability to provide additional services in
terms of operational support.

33. | Question 1 Please respond to the following: a. Initially,

[
. Thereafter, [ERERCR]

4869-0598-9535, v. 2
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a. Explain in detail how
QHR/Ovation was initially
selected as part of this Proposed
Transaction.

b. Have any of the Transacting
Parties or Affiliates engaged
QHR/Ovation prior to the
engagement related to the
Proposed Transaction? If yes,
please state the dates and
descriptions of such engagement.

Later, as set forth herein, it became clear that QHR’s
services were unnecessary for the New CharterCARE

System.
b. No.

34. | Question 4(a) Provide a complete list and description Please see the key personnel provided at Confidential Exhibit 4,
of all positions that are considered Curriculum Vitae for Centurion key personnel at Confidential
officers, executives and senior managers | Exhibit F24, and the Curriculum Vitae of the proposed leadership
at each of the Transacting Parties and at Confidential Exhibit F25.
their Affiliates.

35. | Question 4(a)
I
|

36. | Question 4(a) Explain how the function of Chief Mr. Crockett mainly focuses on Prospect’ SEREScL G
Executive Officer (“CEO”) of PMH is while Mr. Topper focuses mainly on the [ERESCE G
being shared between Von Crockett and Mr. Crockett and Mr. Topper work in close and regular
David Topper. collaboration.

37. | Question 4(a) redacted The requested information is confidential and not relevant to the

instant review related to the current Proposed Transaction. As a
result, Prospect will not provide the requested information.

4869-0598-9535, v. 2




Prospect/Centurion — Responses to First Set of Supplemental Questions from RIDOH

January 23, 2024

redacted

38.

Question 4(a)

Please explain the function of the SVP,
Coordinated Regional Care, that is held
by Stephen O’Dell.

Mr. O’Dell was responsible for the Coordinated Regional Care
line of business nationally, i.e., Prospect’s population health

4869-0598-9535, v. 2
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model.

|
39. | Question 4(a) Do the Prospect Transacting Parties At each hospital, there is a physician who performs the duties of a
currently maintain a CMO, or has it in the | CMO.
prior three years? If not, how are the
functions of a CMO being performed
within the Prospect system?
40.” | Question 4(a)
I
41. | Question 4(a)
.
.
o  Nedactd
I
I
.
I
42. | Question 4(a)
I
.
.
.
|
43. | Question 4(a) Please respond to the following regarding a. Please see the response to Question 2 herein. On a day-to-

Centurion and its Affiliates:
a. Describe the day-to-day
operations of Centurion and its
Affiliates.

day basis, the Centurion employees communicate with
clients and other healthcare systems regarding financings,
developments, or other matters, strategize and develop
solutions to help lower healthcare costs, write emails,

4869-0598-9535, v. 2
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b. How many employees does
Centurion and/or its Affiliates
have?

c. Since Centurion does not have
a Chief Financial Officer
(“CFO”), who is responsible
for the duties of a CFO?

d. Are there any essential

business functions of Centurion

or its Affiliates that are
performed by independent
contractors or consultants? If
so0, please explain.

participate in phone calls and other meetings, work on
structuring deals, and work on closings.

Centurion and its affiliates have 3 employees and use a
number of outside consultants as detailed herein. If the
Proposed Transaction closes, Centurion will hire a full-
time employee to work on the New CharterCARE System.
Steve Lovoy

RSM serves as Centurion’s outsourced bookkeeper,
controller, and tax preparer. Centurion also outsources its
legal needs and outsources deal work to bankers as
necessary.

44. | Question 4(a) Please clarify if Centurion representatives | Centurion representatives are Centurion officers or directors. As
would include representatives or demonstrated by the current CharterCARE Health of Rhode
employees of CCHRI or the New Island Board, the community board members will include not
Hospitals. only representatives or employees of the New CharterCARE

System (i.e., Jeff Liebman) but also community stakeholders (i.e.,
Ed Santos and Maria Leonard).
Question 4(a) Regarding the New Hospitals’ advisory a. e
boards: b.

a. Has there been a decision as to
who will serve on the local
hospital advisory boards post-
transaction?

b. Is it expected that the entirety
of the hospital advisory boards
members will be replaced as a
result of the Proposed
Transaction? If so, please

15
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explain that decision and how
that will affect the continuity of
the boards’ functions.

46. | Question 6 redacted

47. | Question 6

48. | Question 6
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49. | Question 6 The sentence starting “the meeting See the privilege log provided at C-CNT-PMH-012088 through
participants discussed the....” does not C-CNT-PMH-012093.

appear to be reflected on the privilege
log and was not provided in unredacted
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form during the in-camera review (06-R-
C-CNT-PMH-003322). Please address.

50. | Question 6 eGacted ]
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51. | Question 6
- N
I
I EE—

—
—

52. | Question 6 I
— -
— —

I
I

I
]

53. | Question 6 -
] ]

1 B
— ]
H I §
I B I
B I
—
7

4869-0598-9535, v. 2

—_




Prospect/Centurion — Responses to First Set of Supplemental Questions from RIDOH

January 23, 2024

54.

Question 6
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55. | Question 6 -
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redacted

57.

Question 6

redacted

I, | casc provide

all responsive minutes or indicate that no
such minutes exist.

The Audit and Compliance Committee is the same as the
Management Audit Committee, which minutes were produced.

58.

Question 6

Regarding the Prospect Management
Audit Committee (MAC):

a.  The minutes at 06-R-C-CNT-
PMH-003752 were not
provided in unredacted form
for the in-camera review.
Please address.

b. The minutes at 06-R-C-CNT-
PMH-003758 are redacted
and not included on the
privilege log. Please include
or provide in unredacted
form.

a. Please see the minutes provided at C-CNT-PMH-010646.

b. Please see the updated privilege log provided as Exhibit
See the privilege log provided at C-CNT-PMH-012088
through C-CNT-PMH-012093.

59.

Question 6

No minutes were provided for PMH
MAC between October 2022 and March
2023. Did the committee not meet during
this time? Please provide an explanation.

The Committee did not meet during this period of time.

4869-0598-9535, v. 2
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60. | Question 6 redacted

61. | Question 6

62. | Question 6 redacted
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63. | Question 6 Please provide the following related to Please see C-CNT-PMH-010647 through C-CNT-PMH-010691.
the at 06- With respect to request (c), to locate the
R-C-CNT-PMH {IEEE): contact log detailing the initial phone calls and, if it locates the

log, will produce it.
a. Process letter, teaser and NDA

sent

b. Any documentation submitted to
the interested parties
identified in this presentation;

c. A detailed description of all initial
phone calls mentioned in this report,

21
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including the date, the name and role
of all participants in the call, and
description of the key discussion

redacted

64. | Question 6 redacted

““|| @
e.
=
2

65. | Question 6 Please respond to the following
regarding the PCC minutes of October a.
11, 2023: .
|
a I

redacted

b.

= =
9] [¢°)
Q. Q.
Q Q
Q Q
— —
[¢) [¢))
o (o]

66. | Question 6 Please provide the packets referenced in | Prospect is gathering the response to this question and will
the PCC agendas dated 10/20/21, 12/8/21, | produce it on or before February 6, 2023.

2/10/22, 5/12/22, 8/17/22, 11/10/22,
2/15/23, 5/1/23, and 7/13/23.

22

4869-0598-9535, v. 2




Prospect/Centurion — Responses to First Set of Supplemental Questions from RIDOH

January 23, 2024

67.

Question 6

Provide the minutes for the PCC
executive sessions that took place on
2/10/22,5/12/22, 8/17/22, 11/10/22,
5/17/23, and 10/11/23. If no minutes
exist, provide a detailed description of
what occurred in each executive session.

Prospect is gathering the response to this question and will
produce it on or before February 6, 2023.

68.

Question 6

There were no minutes provided for the
RWMC and OLF advisory boards
between December 2021 and May 2022.
Did these boards not meet for five
months? Please provide an explanation.

Prospect is gathering the response to this question and will
produce it on or before February 6, 2023.

69.

Question 6

There were no minutes provided for the
RWMC and OLF advisory boards after
May 2023. Have these boards not met
since May? Please provide an
explanation.

Prospect is gathering the response to this question and will
produce it on or before February 6, 2023.

70.

Question 6

The minutes for RWMC and OLF
advisory board reference Medical
Executive committees, but no minutes for
these committees were provided. Please
provide all responsive minutes or
indicate that no such minutes exist.

Prospect is gathering the response to this question and will
produce it on or before February 6, 2023.

71.

Question 6

Regarding the minutes for the
Centurion board:

a. The statements on 06-R-C-CNT-
PMH-003888 were not provided

a. The statements on 06-R-C-CNT-PMH-003888 are subject
to attorney client privilege. Please see the attached
privilege log at C-CNT-PMH-012088 through C-CNT-
PMH-012093.
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unredacted for the in camera b. Please see the updated privilege log at See the privilege
review. Please address. log provided at C-CNT-PMH-012088 through C-CNT-
PMH-012093.

b. The redactions on 06-R-C-CNT-
PMH-003889 are not listed on the
privilege log. Please update the
log or provide unredacted

minutes.

72. | Question 6
I
|

73. | Question 6 Please explain FRESCCIINGEG

74. | Question 6 a. [FREECR

b

W CGacted
I

Ellredacted
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Rledacted |
I
I

redacted |
I
I

75. | Question 6
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76. | Question 6

3
1
&

Please provide minutes and agendas for
any meeting that has taken place since

the submission of the Initial Application
that would be responsive to Question 6.

Centurion does not have any additional final meeting minutes
since submission of the Initial Application that would be
responsive to Question 6.

77. | Question 7

Please provide an explanation for the
process for selecting board members,
including any required qualifications, for
the boards of CharterCARE Health of
Rhode Island, Inc., CharterCARE Health

CharterCARE Health of Rhode Island Board of Directors:

For community representatives, Centurion, with Mr. Liebman’s
help, looked for individuals who had ties to the local community,
experience in business, finance, or the law, and dedication to the
existing Prospect CharterCARE system and Hospitals. As a result,
Mr. Liebman recommended to Centurion the former Prospect
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of Rhode Island Foundation, Inc. and the
New Hospitals.

CharterCARE board chair, Ed Santos, and the current chair of
RWMC Advisory Board and Prospect CharterCARE Board
member, Maria Leonard. Upon identifying these individuals, Mr.
Liebman spoke with them. Next, Mr. Mingle reviewed their
background, along with Mr. Liebman’s recommendation, and
each candidate attended an approximately 90 minute interview
with Mr. Mingle and Mr. Liebman. Finally, the candidates for the
board were presented to the Centurion Board of Directors for
review and approval. Centurion is still working on identifying one
additional community member for the board and does not have a
timeline for that process.

New Hospital Advisory Boards and CharterCARE Health of
Rhode Island Foundation, Inc.:

To select the advisory board members for the New Hospitals and
the CharterCARE Foundation board members, Mr. Liebman will
consider the Existing Hospital’s Board Members, as well as new
candidates who will be identified. To identify new candidates, Mr.
Liebman will ask for recommendations from the existing Prospect
CharterCARE Board of Directors community members, Existing
Hospitals advisory board members, and stakeholders in the
hospitals. The New CharterCARE System has not yet appointed
any advisory board members or CharterCARE Foundation board
members and anticipates beginning and completing the process of
identifying advisory board members and CharterCARE
Foundation within three months of regulatory approval for the
Proposed Transaction.

78.

Question 8

Please include the following Prospect
joint ventures in this response: Grayhawk
Home Car 1, LLC; Tech Park Properties,
Inc.; Metro wheelchair, Inc.;
Chemosynergy, LLC.

Please see C-CNT-PMH-010692 through C-CNT-PMH-010694.
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79. | Question 9 The following Centurion Affiliates are Please see C-CNT-PMH-010705.
not listed on the organization chart
provided in this response: Centurion
Biosquare, Inc.; Centurion Hospital
Foundation of Kentucky I, LLC;

Centurion Foundation North Graham
Street, LLC. Please submit an
organization chart that includes these
entities.

80. | Question 10(b) This response states the “current fiscal The for-profit status of the hospitals, combined with its low
status quo is not sustainable.” Please reimbursement rates, has led to the current fiscal state of the
explain. Existing Hospitals. Centurion, as a non-profit entity, has

immediate access to cost savings through property and sales tax
savings, as well as 340B pricing.

81. | Question 13 redacted
I
.

.
L
82. | Question 13 Please respond to the following

regarding the Alvarez & Marsal (A&M)
engagement:
a. Why was this engagement

necessary? [EREREE NN
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c. Explain to what extent A&M is
assisting in day-to-day operations of
PCC (such as time spent on-site, in
meetings with staff, etc.).

d. Describe the work of A&M to
date and provide any reports or
documents that A&M has prepared.
e. How long is this engagement
anticipated to last?

f.  Will A&M be providing other
services to PCC or the New
CharterCARE system? If so, please
detail those services (see reference at
06-R-C- CNT-PMH-003906).

H N |
_
@
o
o
)
1

83.

Question 13

Please respond to the following
regarding the MSA between Prospect and
QHR that started in July 2022:
a. Please state the specific reasons
this engagement was terminated.
b. When was the effective date of
termination of this agreement?
c. Ifany fees were paid to effectuate
the termination, please state the
amount and who paid those fees.
d. Provide all documentation related
to the termination of this agreement.

®

Please see the October 11, 2023 Prospect
CharterCARE Board of Directors meeting minutes.

o

e

o
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e. Provide a detailed description of
the services provided by QHR during
the engagement and provide any
reports, assessment, or the like, that
QHR prepared during the
engagement.

f. Provide the amount of fees

paid to QHR during the
engagement.

g. Did the engagement yield

any savings or create

efficiencies for PCC? If so,

please explain.

f
g. QHR’s engagement identified opportunities for

savings and efficiencies but did not execute on those
identified opportunities or savings. A&M is now
executing on the opportunities for savings and
efficiencies.

&4.

Question 13

Please respond to the following
regarding the engagement letter
between Centurion and QHR dated
May 15, 2023:
a. Please state the specific
reasons this agreement
terminated.
b. When was the effective date
of termination of this agreement?
c. Ifany fees were paid to effectuate
the termination, please state the
amount and who paid those fees.
d. Provide all documentation related
to the termination of this agreement.
e. Provide a detailed description of
the services provided by QHR during
the engagement and provide any
reports, assessments, or the like, that

e

Centurion felt confident in the existing management
team’s capability in carrying out the tasks needed that
QHR was initially hired to perform. Centurion did not see

the value in continuing when the

existing management team is capable.
|
I

The documentation has not yet been finalized.

QHR assisted in the operational due diligence of the
Existing Hospitals, and that report is attached at
Confidential Exhibit 22.

Please see the response to Question 83.
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QHR prepared during the
engagement.

f.  Provide the amount of fees paid
to QHR during the engagement.

85. | Question 14/Conflicts
of Interest ]
.
]
|
]
I
]
I
I
|
86. | Question 16 Please provide copies of the Letter of To the extent that drafts of the APA were not exchanged between
Intent signed by the Transacting Parties, | the parties, such drafts are protected by the attorney-client
as well as all prior substantive drafts of privilege. With respect to drafts of the APA that were exchanged
the Asset Purchase Agreement (APA). between the parties, the parties did not keep a clean record/log of
all such drafts.
Please see C-CNT-PMH-010707 through C-CNT-PMH-010715
for a copy of the original Letter of Intent and Confidential Exhibit
13 for a copy of the Amended Letter of Intent.
87. | Question 16 Please state the most heavily negotiated

terms and clauses of the APA and an
explanation as to why those particular
terms or clauses were the most heavily
negotiated.
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88.

Question 16

Explain the reason for the amendments
to the APA dated April 18, 2023, related
to the Purchase Price and determination
of the Purchase Price, including a
detailed explanation for changing the
process for determining the Purchase
Price.

The process for determining the purchase price was changed to
make the transaction and the purchase price simpler.

89.

Question 16

redacted

redacted

90.

Question 16

Schedule 3.3(b) of the APA references
financing agreements between the
hospitals and Rosemawr Capital V.
Provide copies of those Financing
Agreements.

Please see C-CNT-PMH-010716 through C-CNT-PMH-010824.

91.

Question 16

What is the status of the application
requesting favorable determination
referenced in Schedule 3.12(b) of the
APA?

Please see C-CNT-PMH-010825 through C-CNT-PMH-010827.

92.

Question 16

Explain the process and status for
obtaining the MPT third party consents
as described in Schedule 3.1(b)(ii) of the
APA.

Prospect will send a letter to MPT requesting consent. It will do
so after receiving the required regulatory approval.
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93. | Question 16 Please explain the reason for the increase | The Acquisition Cost Budget was increased
in the Acquisition Cost Budget under |
Section 1.1(c) of the amended APA. |

94. | Question 16 Please state the expected cost of Centurion understands this question to be referencing the
consultant referenced in Section 1.1(g) of | insurance consultant fees referenced in this section. There is no
the amended APA and the services anticipated cost for such fees.
expected to be performed.

95. | Question 16 Please respond to the following

regarding Section 8.17 of the
amended APA:

a. Explain why QHR is responsible
for Acquisition Costs, which
costs they will be responsible
for, and why they would be
reimbursed for these costs.

b. Explain how the Transacting
Parties will enforce QHR
responsibilities under the APA
since QHR 1is not a party.

c. Explain how this clause will
be affected with Centurion’s
decision not to engage QHR
for management services.

d. Has QHR/Ovation sought
reimbursement for any
Acquisition Costs that were
paid prior to the decision to
not further engage QHR? If
so, please explain.

-
-

. QHR will
be compensated for the services they provided prior to
their termination.

QHR has already paid its portion of the Acquisition Costs
so nothing further needs to be enforced. QHR is no longer
a party to the APA.

Nothing is affected due to Centurion’s decision not to
engage QHR.

QHR has completed its funding obligation of the
Acquisition Costs and there is nothing further required of
QHR. As set forth above, QHR will be compensated for
the services they provided prior to their termination.
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management team’s expertise and ability to manage the hospitals
successfully on a stand-alone basis. Please see the Transition and
Integration Plan included at Question 48 for further information.

96. | Question 16 Please explain the plan to address capital | The New CharterCARE System plans to follow the three-year
needs at the facilities. capital budget as set forth in Appendix A.
97. | Question 19 Please confirm Centurion has no pending | Centurion does not have any litigation responsive to Question 19
litigation and/or investigations or update | because it does not have any current or impending litigation
this response as necessary. “against” it or its affiliates. As set forth in the CEC Application at
Question 20B, Centurion Holdings 1, Inc. is a plaintiff in a
Connecticut Superior Court case captioned “Centurion Holdings
1, Inc. v. Town of South Windsor and Mary Huda, Assessor for
Town of South Windsor, HHB-CV22-6073236-S,” which
involves an appeal of property tax assessment. There is no further
responsive information.
98. | Question 19
.
] . As a result, it does not have redacted
] information to include on a privilege log.
I
I
|
99. | Question 20 As set forth herein, Centurion is confident in the local
I
.
I
I

I {0V Wil

Centurion, as the parent organization,
ensure that the New CharterCARE

System has the tools and resources to
perform these duties, given that these
duties have been the responsibility of

In addition, the currently outsourced/regionalized positions will
return to Rhode Island and be managed locally in the New
CharterCARE System. Finally, the New CharterCARE System
will engage consultants on an as needed basis to support
operations.
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Prospect since it acquired Prospect

CharterCARE in 2014?

100. | Question 20 Explain the rationale for including
Section 1.3(B) in the Corporate Services | | - /s statcd in other parts of this
Agreement. application and these questions, Centurion is not a guarantor for

the liabilities of the New CharterCARE System.

101. | Question 20 Please provide the anticipated fee under | Centurion currently anticipates that the anticipated fee under
Section 2.1 of the Corporate Services Section 2.1 will be [REC NG
Agreement, which is currently blank. s

... |
I

102. | Question 20 Explain how Section 4.2 of the Corporate | As the parent entity, Centurion is not engaged in any partnership,
Services Agreement is appropriate given | joint venture, or lease with its subsidiary, CharterCARE Health of
Centurion will become the parent Rhode Island. Additionally, subsidiaries do not typically have the
organization of CharterCARE Health of | right or authority to commit or otherwise obligate a parent entity.
Rhode Island, Inc.

103. | Question 21 How is Centurion informed of the current | Centurion and Prospect CharterCARE leadership teams are in
operations of the Existing Hospitals as ongoing regular — typically daily — communication regarding the
referenced in this response? current operations of the Existing Hospitals.

104. | Question 21 a. [FREECR

redacted

EWlredacted

b. FREEES
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105.

Question 22/25

Has Centurion considered any
Proposed Transactions in the prior
three (3) years? If so, provide
responsive documents.

If no responsive documents are available
related to any Proposed Transaction of
Centurion, please provide a detailed
description of all Proposed Transactions
in the prior three (3) years, including the
value and status. Please also explain
Centurion’s decision to not have any
assessments or reports prepared in
anticipation of a transaction.

For purposes of this question, Centurion assumes that “Proposed
Transactions” means similar transactions to the current Proposed
Transaction — i.e., acquisition of a hospital system assets and
operations.

Centurion has considered the following:
[ ]

= =
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Q Q
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— —
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redacted

106. | Question 23 According to the Form 990 provide for Greg Grove was employed by The Guardian Foundation, Inc.,
2019 and 2020, Greg Grove, with the and served as a Director and its Chief Executive Officer until
title of CEO, was not compensated. January 17, 2020, through which time he was compensated by
Please explain why he was not Guardian with a salary and benefits. He served The Centurion
compensated. Foundation, Inc., on a voluntary basis for many years and began

receiving compensation from The Centurion Foundation, Inc.,
starting on July 1, 2021, after retiring from The Guardian
Foundation. Since Centurion is on a fiscal year and employee
compensation reports run on a calendar year, Greg Grove’s
compensation, while it began on July 1. 2021, did not show up
until the July 1, 2022 Form 990.

107. | Question 26 Many of these policies listed in this Please see C-CNT-PMH-010828.
exhibit still appear to be expired. Please
indicate whether expired policies are in
effect or have been replaced.

108. | Question 27 Explain how the funding for the New The New CharterCARE System will provide charity care

Hospitals will come from the provision
of charitable health care services in the
community. How will this be done
differently than in the past?

pursuant to its charity care policy (Exhibit 45). The New
CharterCARE System will seek donations for charitable health
care services, as well as potential grant funding to support such
care and initiatives. Prospect CharterCARE, as a for-profit entity,
did not have access to either donations or grants.
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109. | Question 33 Regarding Mr. Liebman’s duties as .
outlined in Exhibit A of his employment I
agreement: e

.

I .
I -
| .
I .
H I e
I e
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I .
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110. | Question 34 To the extent it is not provided elsewhere | Please see below for the titles of employees identified in the

in the Application, please identify the title
for all employees identified in the
agreements provided in Confidential
Exhibit 34.
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I11. | Question 34 Please indicate what prompted the
Change In Control Severance
Agreements and why these particular
individuals were identified for such
agreements (as opposed to other
executives or senior managers).

112. | Question 39 Please explain the Buyer’s standard As the New CharterCARE System has not yet developed standard
hiring practices as referenced in Section | hiring practices, it will use Prospect CharterCARE’s current
8.3 of the APA. hiring standards for this section.

113. | Question 39 This response indicates Prospect will no | Maintaining coverage serves the same purpose as maintaining tail
longer maintain tail coverage, but coverage. For the current transaction, it proved to be a more
maintain current levels for 5 years post economical way of continuing appropriate coverage following
transaction. Please explain this decision. | closing of the Proposed Transaction.

114. | Question 40 If the interest rates for PACE are not Centurion currently intends to assume the PACE loans as long as
accretive to the transaction, what is the the interest rate remains below market. If the interest rates do not
plan for those loans? remain below market, the parties will consider the best option for

the loan.

115. | Question 41 Did Centurion seek any expert advice Technically, there is no conversion taking place. Centurion is

regarding converting Prospect
CharterCARE, LLC from for-profit to
nonprofit? If so, please provide any
documentation related to this advice. If

purchasing the assets of Prospect and putting those assets into
new nonprofit entities based on legal advice from Hall Render
and local legal counsel. No documentation exists.
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no documentation exists, provide a
detailed description of the advice
received.

116. | Question 41 Regarding the conversion of Prospect a) Technically, there is no conversion taking place. Centurion
CharterCARE, LLC from for-profit to is purchasing the assets of Prospect and putting those
nonprofit: assets into new nonprofit entities. The nonprofit entities

a. How long is the process expected being formed to hold the assets have submitted their

to take? . applications for tax exemption with the Internal Revenue
b. Are th,ere_ any anticipated concerns Service. The process to receive approval for tax

that will impede the approval of i k to 9 months, but the tax exemption

the 501(c)(3) status? exemption can take up , out P

} . status will be retroactive to the application date.

c. Do the Transacting Parties expect

any resistance from local b) No.

governmental agencies regarding c) No.

this change (for instance, related to

the payment of real estate taxes)?

117. | Question 45 This response references that that as a At this time, the New CharterCARE system does not have any
nonprofit the New CharterCARE System | specific plans to subaward grants but looks forward to working
will be able to seek grants for behavioral | with the local behavioral health networks and is not opposed to
health awareness. Is there any plan to sub- | such subaward of grants if warranted.
award these grants to trusted community
organizations? Why or why not?

118. | Question 45 Please provide a description of how the The New CharterCARE System will use the CHNA process, in

New CharterCARE System will track
output and outcome measures as it
relates to their community work.

addition to the medical staff, hospital departments, and social
services department to track output and outcome measures as it
relates to their community work. In addition, departments of the
New CharterCARE System will monitor the impact of their
programs. The New CharterCARE System’s local management
team has extensive experience in monitoring and developing such
programs. For example, Donna Rubinate, the Chief Executive
Officer, Lynn Leahey, the Chief Nursing Officer, and Kara

Lefebvre, Director of Social Work and Case Management,
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monitor and develop strategies for such programs and
interventions currently.

119. | Question 48/Question | Respond to the following The Transacting Parties expect to draft a Transition Services
20 regarding the Transition Services Agreement (“TSA”) closer to closing of the Proposed
Agreement: Transaction. The parties have not yet drafted the TSA because the
a. When do the Transacting Parties services and term for the TSA are highly dependent on the
expect to draft a Transition circumstances at closing — i.e., the New CharterCARE System’s
Services Agreement (TSA) and need.
why has it not been drafted to | |
date? -
b. How and when will Centurion | |
identify its needs regarding the | |G
scope of the TSA? -
. How much has Centurion I
budgeted for the costs associated | | EEEEEG—
with the TSA? —
120. | Question 48 Please state the name of all individuals Centurion and the local management team authored the
that participated in the preparation of the | Integration Plan taking into account feedback, guidance, and/or
Integration Plan and describe all prior input from a host of advisors, including legal counsel, bankers,
experience those individuals have in Alvarez & Marsal. Please see the biographies of
preparing integration plans for healthcare | Mr. Mingle, Mr. Grove, Mr. Lovoy, and Mr. Liebman for their
or hospital facilities. experience.
121. | Question 48 Has Centurion ever prepared an No.
integration plan for any of its associated
healthcare facilities to date? If so, please
describe.
122. | Question 48 Provide the “comprehensive risk There is no written comprehensive risk assessment. The risk

assessment” referenced in the response.
To the extent no documentation exists,
provide a detailed description of the

assessment is based on the significant experience and day-to-day
assessment of the CEO of the New CharterCARE System, Jeff

Liebman, who has 30 years of experience in hospital operations
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process for conducting this assessment,
who was involved, and specifically state
the “steps already taken.”

and is assessing the needs of the hospital on a daily basis. Mr.
Liebman and the proposed leadership team are present at the
Existing Hospitals each day and providing updates to the
Centurion team on needs of the Existing Hospitals. In terms of
“steps already taken,” Mr. Liebman and his leadership team are
making efforts to make changes as possible prior to closing. For
example, Mr. Liebman and his leadership team have localized the
HR leadership by hiring a HR leader, have begun decoupling the
IT contracts, and have restructured the management of home
health, the employed physician group, and the surgery center as
described above.

123. | Question 48 Explain what is meant by “local The current Prospect CharterCARE hospitals and facilities will
organizations will spin out as part of the | become standalone self-sustaining system that is not a part of a
New CharterCARE System” and how national hospital system.
this will be done.
124. | Question 48 PCC was previously a non-profit entity Many of the matters that were issues for the prior CharterCARE
that was ultimately not self-sustaining Health Partners no longer exist. For example, the New
resulting in a sale to PMH. Please explain | CharterCARE System will not be faced with the prior system’s
how the transition to a non-profit is pension issues. Moreover, since Prospect’s acquisition of Prospect
expected to be successful given this CharterCARE, it has opened or expanded clinical services, spent
history. over $100 million in new infrastructure (including a new
emergency department), and engaged in significant physician
recruitment. Based on the developments in the last 10 years and
the financial plan included in Confidential Exhibit 1, the New
CharterCARE System is well positioned for success as a
standalone non-profit health system.
125. | Question 48 Explain the decision to not engage a Mr. Liebman and his management team not only have an overall

consultant for the preparation of the
integration plan.

operational expertise, but also have a deep understanding of the
Existing Hospitals and their needs in order to create a self-
sustaining system. Coupled with Centurion’s financial and
strategic expertise, the parties did not require a consultant’s
services to prepare the integration plan.
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126. | Question 48 Provide a detailed description of
Centurion’s partnership with the New | |1
England healthcare community as -
referenced in this response. -
|
|
-
.
|
-
|
|
127. | Question 48 Provide the “work plans” developed with | Prospect is gathering the work plans and will produce them on or
A&M as referenced in this response. Are | before February 6, 2023. These plans are developed under the
these plans developed under PCC’s Prospect and Prospect CharterCARE current engagement with
current engagement with A&M or Alvarez & Marsal.
another engagement?
128. | Question 48 When will the Chief Information Officer | Amanda Cox is currently the Interim Chief Information Officer
referenced in this response be hired? Is and Centurion anticipates that she will serve as the Chief
there currently an executive serving this | Information Officer for the New CharterCARE System.
function?
129. | Question 48 Respond to the following regarding a. Please see Confidential Exhibit 1.
“Finance” under the Integration Plan: b. The Finance Committee will be a subset of the Board
S Y edacted | (including the CEO) and the CFO. The subset of the
] Board, besides Mr. Liebman, has not yet been determined.
.
|
I
b. Who will serve on the finance
committee?
130. | Question 48 Respond to the following: a. The costs to implement the integration plan are included

in the financial plan at Confidential Exhibit 1.
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a. What are the expected costs to
implement the integration plan
and how will those costs be
funded?

b. Has a budget been established
for all items in the integration
plan?

b. The financial plan considers and incorporates all costs.

131. | Question 51 Please provide additional details as to the | Following closing, the New CharterCARE System will develop a
proposed method for increasing access to | medical staff recruitment plan, as well as a market analysis as part
primary care. of the strategic plan. The plan will include the recruitment of

primary care physicians and needs of the system and community
to ensure that access to primary care is increased within the
community.

132. | Question 51 Does the New CharterCARE System While Prospect CharterCARE does not offer obstetric services,
have additional plans for increasing the New CharterCARE System will endeavor to partner with
access for women’s healthcare other than | other local institutions (e.g., federally qualified health centers) to
hiring three female physicians? If so, promote access to women’s healthcare. Additionally, the New
please describe. If not, please explain CharterCARE System will continue to offer mammography at
how the hiring of the three female both campuses. Finally, the New CharterCARE System will
physicians will meet the priority. evaluate the need in terms of women'’s health services in its

strategic plan and medical staff recruitment plan.

133. | Question 52/Appendix | According to Appendix A, there is no Dr. Rebecca Brown currently serves the duties of that role as the

A Medical Director at RWMC, and it Executive Physician of Clinical Integration. She is an independent
appears that there are no plans to hire for | contractor.
this position. Please explain.
134. | Question 52/Appendix | According to Appendix A, there is a part | Dr. William Beliveau served the duties as medical director and
A time Medical Director at OLF. Please worked part time overseeing the SNF rehabilitation program and

explain how the functions of Medical
Director are carried out on a part-time
basis.

as an employee (hence, the part time FTE for medical director).
HE is on longer an employee of Prospect CharterCARE, which is
why his compensation drops from the table. However, he is still
paid the medical director compensation as an independent
contractor.
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135.

Question 57 (¢)

The response to 57(c)(i) implies the same
approach is applied to both short-term
and long-term cost savings. Please
distinguish between approaches to each.

Please see the financial plan at Confidential Exhibit 1, which
demonstrates the difference between short-term and long term
savings. For example, the New CharterCARE System will realize
some immediate short term savings in 340B pricing, as well as
sales and property tax savings. There will also be long term
savings based on the initiatives proposed by the system and the
localization of services that were previously regionalized. While
such savings may require short term investment or cost (that is
included in the financial plan) by the system, the long term
savings will allow the New CharterCARE System to operate on a
standalone basis.

136.

Question 61

Provide a detailed summary of the
propriety of the Proposed Transaction
under the Rhode Island Nonprofit
Corporation Act, R.I. Gen. Laws § 7-6-1
et seq.
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137. | Appendix F-7 Please confirm all material liabilities Confirmed.
have been disclosed on the balance
sheets provided.

138. | Appendix F-8 Provide AP aging reports for each entity | Please see C-CNT-PMH-010831 through C-CNT-PMH-010836.
showing the exact aging of each payable
as opposed to grouping them into aging
buckets.

139. | Appendix F-21 Explain in detail what “all available The available options will depend on the circumstances at the
options” are as referenced in this time. The Prospect Transacting Parties expect that the Proposed
response. Transaction will be approved given its benefit to the hospitals and

the community. The “available options” will depend on a variety
of factors, including the state of the market, the state of the
hospitals, and interests in the hospitals from third parties.

140. | Appendix F-37 The report provided in this response This is not correct. The IRS Form 990-T does not indicate that
indicates Centurion has “unrelated Centurion has “unrelated business income.”
business income subject to taxation under
Section 511 of the Code.” Please explain
what this unrelated business income is
and provide a copy of any IRS Form 990-

T for Centurion and its Affiliates for the
prior three (3) years.
141. | Appendix F-37 Does owning hospital operations (as CharterCARE Health of Rhode Island is a Rhode Island nonprofit

opposed to just real estate) have any
implications for Centurion’s status as a
private foundation? Are there any other
business or tax implications? Have any
reports been done? If so, please provide
these reports.

corporation. CharterCARE Health of Rhode Island is organized
and shall be operated exclusively for charitable, educational,
and/or scientific purposes within the meaning of Section
501(c)(3)*. CharterCARE Health of Rhode Island recently filed
an application for recognition as an organization that is exempt
from federal income tax under Code Section 501(c)(3) and a
public charity under Code Section 509(a)(3) with the Internal
Revenue Service (“IRS”) on December 20, 2023. Centurion fully

anticipates that the IRS will approve CharterCARE Health of
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Rhode Island’s application for exemption and issue a favorable
determination letter.

Centurion is the sole corporate member of CharterCARE Health
of Rhode Island. Members of public charities often have rights
and responsibilities akin to shareholders of for-profit
organizations, but they do not “own” those public charities.
Public charities, such as CharterCARE Health of Rhode Island,
are expressly prohibited by state law and the Code from paying
dividends to its members (i.e., private inurement) or distributing
proceeds from the sale or dissolution of the organization to any
entity that is not also tax-exempt pursuant to Section 501(c)(3)
and classified as a public charity pursuant to Sections 509(a)(1)
and 509(a)(2). Centurion is not a public charity. Centurion is
characterized by the IRS as an exempt operating foundation
pursuant to Code Section 4940(d)(2). As a result, CharterCARE
Health of Rhode Island is prohibited by law from distributing any
net assets from its sale or dissolution to Centurion.

Centurion’s role as the sole corporate member of CharterCARE
Health of Rhode Island will have no impact on Centurion’s status
as an exempt operating foundation. Centurion’s membership
interest in CharterCARE Health of Rhode Island is not
characterized as an “asset” for accounting purposes, therefore the
membership interest will not be reflected in any way on
Centurion’s balance sheet, income statement, or federal and state
tax returns.

Likewise, Centurion’s role as the sole corporate member of
CharterCARE Health of Rhode Island will have no impact on
CharterCARE Health of Rhode Island’s status as a tax-exempt
charitable organization under Section 501(c)(3) or public charity

status under Section 509(a)(3). The IRS determines tax-exempt
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and public charity status on the basis of the activity of the
organization and its public support, not who has f of the
organization.

While not as common as the numerous examples of one public
charity serving as the sole corporate member of another public
charity, private foundations are not prohibited by state nonprofit
law or federal tax laws from serving as the sole corporate member
of a public charity.

No reports or other analysis have been prepared on this issue.

*All Section references are to the Internal Revenue Code of 1986,
as amended (the “Code”).

142.

Appendix F-39

Please provide a description of all
roles/titles the Centurion principals held
at Guardian, including the duration of the
positions and responsibilities of the
positions.

See response to Question 66/Appendix F-39.

Gregory K. Grove is the Founder, CEO, and a Director of
Centurion which was organized 1996 to acquire, own, and operate
a variety of healthcare facilities including nursing homes and
related health care operations, as well as to acquire and lease
tangible property to other 501(c)(3) organizations for use
primarily in furtherance of their exempt purpose.

Previously in 1989, Mr. Grove founded The Guardian
Foundation, Inc., a non-profit organization, and served as a
Director and its President and Chief Executive Officer until
January 17, 2020. Thereafter, he remained on its Board of
Directors until November of 2021 when he resigned from the
Board of Directors and has not been affiliated with that
organization or any of its affiliates since that time.

During his thirty-year tenure with The Guardian Foundation, he
spearheaded its growth and that of its affiliates to operate more
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than thirty long term care and senior housing facilities which
provided services to the elderly and to developmentally disabled
individuals. Its operations were located in seven states, comprised
a total of over 2,100 beds, and employed more than 3,200
nursing, administrative, and support staff.

As CEO, Mr. Grove was responsible for the overall growth,
management, success, and image of the organization. A particular
objective was to bring into a financially secure organization
various long term care facilities which were experiencing
financial and/or operational challenges. Such facilities could
typically be acquired at a lower cost and returned to operating
profitability by engaging specialized management teams and
working with them to restructure operations, training and
supporting staff, and engaging outside services to support the
organization’s initiatives. Over the course of his tenure, he was
primarily responsible for locating new opportunities, negotiating
contracts and agreements to develop and/or acquire selected
opportunities, negotiating the financing and funding for
acquisitions and operations, locating and hiring qualified and
experienced staff, and managing the organization’s legal and non-
profit status.

His prior experience as an investment banker and municipal bond
underwriter of healthcare issues facilitated his securing lower cost
financing for the organization. During his career he financed
approximately 100 healthcare facilities in various roles as either
an investment banker or borrower.

143.

Appendix F-39

This response indicates the Centurion
principals “have experience operating
healthcare facilities in connection with
their prior roles...where they sponsored
and oversaw health facilities which were

“Sponsored” is to have aided, affirmed, advocated, or facilitated
with funding.

The experience and responsibilities of Gregory Grove are as

previously stated:
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managed by local leadership.” Please
explain what is meant by “sponsored”
and indicate if any of the principals
referenced have firsthand experience in
healthcare operations, including the role
and responsibilities of such experience.

While he was CEO of Guardian, his responsibilities included:

e Providing services to and through its 12 affiliates, which
operated more than 30 healthcare and senior housing
facilities for the elderly and for the developmentally
disabled.

e The overall growth, management, success, and image of
the organization.

e Seeking opportunities to acquire or develop healthcare
facilities in furtherance of the charitable mission.

e Acquiring facilities and operations located in seven states
comprising a total of over 2,100 beds and employing more
than 3,200 nursing, administrative, and support staff.

e Engaging specialized management teams and working
with them to restructure operations, training and
supporting staff, and engaging outside services to support
the organization’s initiatives.

e Originating, negotiating, and arranging financing for its
affiliates to acquire, develop, staff, and operate its
healthcare facilities.

e Maintaining compliance with IRS, state, and local
regulations for the organization.

144.

Appendix F-39

Has a healthcare facility associated with
Centurion and/or Guardian ever closed
during or following Centurion or
Guardian’s relationship with that
facility? If yes, for each such instance,
please describe.

No healthcare facility associated with Centurion and/or Guardian
closed during Gregory Grove’s tenure with either Centurion or
Guardian. The Transacting Parties are unable to provide any
information regarding the Guardian Foundation, Inc.
(“Guardian”), as there is no affiliation among Guardian and any
of the Transacting Parties. Greg Grove, the Chief Executive
Officer of Centurion, resigned as the President and Chief
Executive Officer of Guardian on January 17, 2020, and has no
knowledge of its operations after resigning from its Board of

Directors in November 2021.
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145. | Appendix F-39 Describe the systems, process and Centurion plans on hiring a full-time employee to be dedicated to
procedures Centurion will implement to | managing the systems, processes and procedures that are reserved
monitor those items that are reserved powers of Centurion and to work closely with Mr. Liebman and
powers of Centurion as referenced in this | the Jocal management team. Also, Centurion will have
response. Have these systems, processes | renresentatives on each subsidiary board which will allow it to
gnd procedures been usqd by Centurion monitor and coordinate its reserved powers. Monitoring these
in the past? Please explain. items is not a new function for Centurion. Centurion will work

closely with the New CharterCARE System CFO to manage
endowment and treasury functions, attend the board and
committee meetings, and regularly review reporting produced by
the management team.

146. | Appendix F-39 Please provide a list and description of all | RSM serves as Centurion’s outsourced bookkeeper, controller,
professionals that support Centurion on and tax preparer. Centurion also outsources its legal needs and
an on-going basis as referenced in this outsources deal work to bankers as necessary.
response.

147. | Appendix F-45 Provide a copy of all policies referenced | Please see the Response to Question 45 and accompanying
in response, or reference where they can | Exhibit 45 for the Community Health Needs Assessment and
be found in the Application. Centurion Transacting Parties proposed financial assistance

policies.

148. | Appendix F-46 The last compensation study is dated
January 1, 2021. How often does s
Centurion have compensation studies
performed?

149. | Appendix F-89 redacted
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150. | Appendix F-89 .

I |
I

I51. | Appendix F-89 e
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152. | Appendix F-89 ...
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153. | Appendix F-89 |
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155. | Appendix F-89 |
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156. | Appendix F-108 Please provide a timeline with milestones | Prospect CharterCARE is currently working on these initiatives.
over the next five years for the initiatives | The New CharterCARE System will continue with these
identified in this response. initiatives following closing. Based on the updated CHNA in

2025, the New CharterCARE System will develop a plan to
implement initiatives based on the identified local community
need.

157. | Miscellaneous Does PCC currently have a strategic Prospect CharterCARE does not currently have a strategic plan.
plan? If so, please provide. If not, why As Prospect CharterCARE has planned to sell to a new operator,
not. it has not developed a strategic plan.

158. | Miscellaneous Have the Transacting Parties notified, No.
discussed with, or received any feedback
related to the Proposed Transaction from
any municipality where Prospect
CharterCARE, LLC is operating an
entity? Please describe.

159. | Financial For Questions 159 to 174, the requested All responsive documents for Prospect were submitted at

information includes fiscal year (FY)
FY2021, FY2022, and FY2023 (“the
Historical Period”); unless otherwise
noted.

Additionally, reference to the Facility
(singularly) or the Facilities (collectively)
shall refer to Roger Williams Medical
Center, Our Lady of Fatima Hospital,
Prospect Blackstone Valley Surgicare, and
any subsidiaries thereof (e.g., Prospect RI
Home Health and Hospice and Prospect
CharterCARE Home Health and
Hospice).

Confidential Exhibit 24. There are no responsive documents for
any of the Facilities or Prospect CharterCARE.
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Provide management letters and summary
of audit adjustments for FY2021 and
FY2022 for the Facilities and Prospect

Medical Holdings (PMH).

160. | Financial Provide a summary of all related party With respect to Prospect CharterCARE, please see C-CNT-PMH-
transactions, contracts, arrangements, 011448 through C-CNT-PMH-011449, which includes the general
etc. of the Transacting Parties. ledger detail on intercompany transactions.

I
[
.
.
.
.
I

161. | Financial
.
I .
I
I |
. @
I .

162. | Financial Provide a summary of key operating Please see C-CNT-PMH-010837 through C-CNT-010838.

statistics, by month, and by Facility,
including, but not limited to, inpatient
admissions, discharges, outpatient visits
by site of service, observation patients,
emergency room visits, average daily
census (ADC), average length of stay
(ALOS), gross charges, visits, and
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collections by payer and by type of
service for FY2021, FY2022, and FYTD
2023.

163.

Financial

Provide a summary of all federal
funding received, including from the
CARES Act, for each of the Transacting
Parties during the Historical Period,
including but not limited to:

- Provider Relief Fund (PRF).

- Medicare Accelerated and Advanced

Payments (MAAP).
- Employee Retention Credit (ERC). -
Other stimulus funds.
Specifically note any balances on any
payments that are currently due back to a
governmental entity.

Please see C-CNT-PMH-010839.

164.

Financial

Provide aged accounts receivable (or
aged billing schedule) by payer for each
of the Facilities as of fiscal year end
(FYE) 2021, 2022, and 2023.

Please see C-CNT-PMH-010840 through C-CNT-PMH-010842.

165.

Financial

Provide AR lookback analysis for each
of the facilities as of FYE2021,
FYE2022, and FYE2023.

Prospect is gathering the requested information and will
supplement this response on or before February 6, 2024.

166.

Financial

Provide listing/aging of vendor
payments to process for each Facility
(or PMH if PMH handles these
payments on behalf of the Facilities) as
of FYE2021, FYE2022, and FYE2023.

Please see C-CNT-PMH-010843 through C-CNT-PMH-010848.
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167.

Financial

Provide a list of current real estate lease
agreements, including lessor
information and term, for each of the
Facilities.

Please see C-CNT-PMH-010849.

168.

Financial

Provide equipment lease schedule, by
Facility, showing the type of lease,
lessor, equipment, contract amount,
buyout, and monthly payment.

Please see C-CNT-PMH-010850.

169.

Financial

Provide the fixed asset and depreciation
schedule for each of the Facilities as of
FYE2021, FYE2022, and FYE2023.

Please see C-CNT-PMH-010851 through C-CNT-PMH-010853.

170.

Financial

Provide a listing of capital expenditures
for the last three years at each of the
Facilities.

Please see C-CNT-PMH-010854 through C-CNT-PMH-010856.

171.

Financial

Provide a listing of fixed asset disposals
for the last three years at each of the
Facilities.

Please see C-CNT-PMH-010857 through C-CNT-PMH-010859.

172.

Financial

Provide a listing of any financing
agreements for existing debt including
banking agreements, borrowing terms,
debt covenant, credit facilities,
inception-to-date and current debt
covenant compliance, and outstanding
indebtedness amounts.

Please see C-CNT-PMH-010863 through C-CNT-PMH-010865.

173.

Financial

Provide a listing of any investigation by
governmental entities during the
Historical Period.

Please see the items provided at Confidential Exhibit 19 and C-
CNT-PMH-010523.
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174.

Financial

Provide a listing of any restricted assets
and the terms of these restrictions.

Please see C-CNT-PMH-010866.

175.

Financial

Provide a copy of the seller note
referenced in the asset purchase
agreement in Section 7.4 and referenced
in response to Question 1 (“The APA
also provides for the issuance of a
subordinated seller note should market
conditions produce Bond proceeds
insufficient to fund the entire financing
plan.”).

The subordinated note has not yet been drafted and will not be
negotiated until a closing date is set.

176.

Financial

Provide summary level and detailed
information (including but not limited
to general ledger transaction detail) of
the activity in any intercompany
(whether between Hospitals, PCC, or
PMH) receivable and payable accounts
for every month from October 2021
through October 2023, including
documentation to support the
transactions for RWMC, OLF and PCC.

Please see C-CNT-PMH-011448 through C-CNT-PMH-011449.

177.

Financial

A copy of the payroll register for RWMC
and OLF for the prior twelve pay period.
Include in this response all documents
related to the compensation for any
individuals who are considered
“corporate employees” (i.e., employed
by Prospect CharterCARE, LLC or
above on the organization chart) that sit
at the local hospital.

Please see C-CNT-PMH-010867.
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178.

Financial

Provide a listing and related documents
that show the disbursement register for
the one hundred eighty (180) days prior
to the date of this request, including
vendor, amount due, date due, amount
paid, date paid, and general ledger
distribution. Documents should also
include transfers (i.e. sweeps) to the
parent company (i.e. PMH) and any
other related parties.

Please see C-CNT-PMH-010868.

179.

Financial

Provide a listing and related documents of
any non-reoccurring disbursements
anticipated in the next one hundred eighty
(180) days, including any payments only
made quarterly, semi-annually, or
annually, for RWMC and OLF.

Prospect is reviewing the question and will provide a
supplemental response on or before February 6, 2024.

180.

Financial

Provide documents related to all local-
Hospital bank accounts to include bank
balance as of date of this request and
bank account activity for then one
hundred eighty (180) days prior to the
date of this request for RWMC, OLF,
and PCC.

Please see C-CNT-PMH-010869 through C-CNT-PMH-011440.

181.

Financial

Provide the cash receipts register for the
one hundred eighty (180) days prior to
the date of this request to include gross
charges, payments, refunds, date of
service, date of collection, primary
payer for RWMC and OLF.

Please see C-CNT-PMH-011441 through C-CNT-PMH-011442.
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182.

Financial

Provide the general ledger account
activity for all local-hospital bank
accounts for the one hundred eighty
(180) days prior to the date of this
request. RWMC, OLF and PCC.

Please see C-CNT-PMH-011443.

183.

Financial

Provide a description of any all
documents of any treasury management
policies and/or procedures of RWMC,
OLF or PCC which outline cash
disbursements or receipts handled at the
corporate level (PMH).

Prospect is gathering the responsive documents and will produce
them on or before February 6, 2024.

184.

Financial

Please provide a current listing of
accounts payable aging and a current
listing of accounts receivable aging
including anticipated contractual
adjustment for RWMC and OLF.

Please see C-CNT-PMH-011444 through C-CNT-PMH-011447.

185.

Financial

Provide a listing of all corporate
allocation to include expenses paid at
the corporate-level and allocated to the
local hospital for both RWMC and OLF.

Please see C-CNT-PMH-011448 through C-CNT-PMH-011449.

186.

Financial

Provide a narrative and any documents to
the financial impact of the cyber security
act that occurred on or about August 2023
on RWMC, OLF, PCC and/or PMH,
including the length of time the IT
systems were not functioning, any
expenses needed to remediate the act, and

Please see C-CNT-PMH-011450.
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the timing and amount of business
interruption insurance proceeds.
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11A. | Strategy and Operations: Reference! Transacting Parties Response(s)
ILA.1 | Please provide Centurion Foundation Centurion’s leadership team spent over 6 months studying
(““Centurion”) assessment of the business the feasibility of the Proposed Transaction prior to
case, financial feasibility, and overall presenting the Proposed Transaction to its board for
rationale for the Proposed Transaction. approval. The Proposed Transaction aligns with
Centurion’s mission of ensuring quality care and helping
bring down the cost of healthcare in communities.
ILA.2 | In addition to the information provided in | Q. 57 Upon closing of the Proposed Transaction, the New

response to Question 57, please provide
specific detail on how the Centurion will
provide higher quality health care,
including investments in health care quality
improvement and the health workforce
beyond a continuation of Prospect’s
historical efforts in this regard.

CharterCARE System plans to provide high quality
healthcare by:

- Improving access to care in the community by
enhancing community-based offices. For example,
the New CharterCARE System will rotate
specialists through primary care offices to increase
access to this care. By enhancing access both to
primary care and specialist services, the New
CharterCARE System can improve health
outcomes in the community. There is no substantial
capital need related to this initiative.

- Improving and updating equipment. As is the case
in hospital systems throughout the country, the
Existing Hospitals’ imaging equipment is currently
beyond its useful life. The capital leases are
accounted for in the pro formas attached at Exhibit
1 of the HCA Application.

- Developing a process of engaging and training
clinical care employees through high reliability
efforts and on campus training programs, including

11 the question references a document, the citation is provided. Otherwise, the question is formulated based upon review of the complete application.
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both in-person clinical trainings and, for example,
an LPN training program on campus that is
certified by the Rhode Island Department of Health.
Both efforts will increase the quality of clinical
care, as well as aid in recruitment.

Following the period of transition, the New CharterCARE
System will continue to develop new practices and
strategies for enhancing and providing high quality care.
Although Centurion will not provide an additional
investment into the New CharterCARE System, all revenue
in excess of expenses generated by the New CharterCARE
System will remain and be reinvested into the New
CharterCARE System and the surrounding communities.
Through the strategic planning process, as well as the 2025
CHNA, the New CharterCARE System will identify areas
of priority for reinvestment.

identified multiple opportunities for
improvement referenced in response to
Question 1. Please note that this statement
appears to be contradictory to Centurion’s
position of continuing Prospect’s
operational strategy and continuing with

ILA.3 | Please detail the plan to provide high- Q.12 The general statement expresses the New CharterCARE
quality, cost-effective care and what is System’s intent to find ways to improve the overall
meant by this general statement to “explore delivery of care to the community, including quality and
opportunities for clinical improvements to efficiency. Driving high performance speaks to the intent
drive high performance”. of having providers within the New CharterCARE System
working efficiently and effectively with the team around
them to make sure the right person is assisting with the
services being provided at each step.
I.LA.4 | Please provide a description of the Q.1 The multiple opportunities for improvement (the

“Improvement Initiatives”) are listed in response to
Question 48 of the Application and within the financial
plan at Confidential Exhibit 1.

The New CharterCARE System does not plan on
“continuing Prospect’s operational strategy” and its
Improvement Initiatives are not contradictory to its

4871-3379-2671, v. 4




Prospect/Centurion — Transacting Parties’ Responses to First Set of Supplemental Questions from RIAG

January 23, 2024

the same management team as so stated by
the Applicants.

dedication to continuing with the local management team,
who have the requisite expertise and local knowledge to
successfully operate the New Hospitals and implement the
New CharterCARE System’s strategy.

Centurion, with the same management
team that it currently proposes, stated

[LA.5 | What are the specific operating results the | Q. 1 As set forth in its Financial Plan and pro forma, the New
New CharterCARE System promises to CharterCARE System expects to operate with revenues in
produce that “will allow it to invest and excess of expenses. All such excess revenues from the New
reinvest in its communities and enhance the CharterCARE System will remain and would be reinvested
health and wellbeing of Rhode Islanders”? in the New Hospitals and the communities that they serve.

[.LA.6 | In several responses throughout the Tab. G1 The New CharterCARE System will continue to provide
application, Centurion represents that it will high quality care to the community. This representation is
continue to provide the same high-quality based on Centurion’s assessment of the high quality and
care provided by Prospect. How did experience of the local management team and the
Centurion assess the quality of care physician staff.
provided by Prospect to confirm that its
care is high- quality? What clinical and
operational benchmarks serve as the
baseline for such assessment?

ILA.7 | Please explain why Centurion is confident The local leadership team, in concert with Centurion, has
about a financial turnaround of the New developed a plan that covers 3-years post transaction, and
Hospitals (as assumed in the financial pro- this plan was submitted with the HCA Application (see
forma(s) included in the application) if response to Question 48). Centurion’s leadership has
Centurion has yet to develop a specific significant experience in financial modeling and cost
strategic plan for the 5-year period post the savings, which is why Centurion is confident about a
Proposed Transaction? financial turnaround of the New Hospitals. Centurion and

the local leadership team have not developed a strategic
plan beyond 3 years post transaction because of the fluid
nature of healthcare and market volatility.

ILA.8 | In the first application submission, Q.1 a) Since the first application submission, Centurion

has had further time to evaluate the current
leadership team in place and obtain a better
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it needed QHR to operate the New
CharterCARE System because it did
not have the requisite experience to
operate hospitals. Now, however, with
the current application submission,
Centurion stated that:

“Centurion is steadfastly dedicated to
retaining the leadership and senior
management of the Existing Hospitals
for the New CharterCARE System in
order to bolster operations. Jeffrey H.
Liebman is the current CEO of the
Existing Hospitals and will lead the
New CharterCARE System as its CEO.
Centurion posits that it leaves to
localized management the responsibility
for operational excellence.”

a) Please explain why Centurion
decided to terminate its
management services
agreement with QHR, and what
factors contributed to the
change.

b) Please explain why Centurion
believes that localization of the
management team is sufficient
to address the challenges of the
New CharterCARE System
when it was previously
believed by Centurion that
QHR was an essential

b)

understanding of the operations of the New
CharterCARE System. As a result, Centurion has
determined that the current leadership team is fully
capable of managing the New CharterCARE
System without the assistance of QHR Health, LLC
(“QHR” or “Ovation”). The main factor in making
the decision not to move forward with the
management services agreement with QHR was
Centurion’s enhanced confidence in the current
leadership team.

As previously stated, Centurion has had a
significant amount of time to evaluate the current
leadership team, and no longer feels that QHR is an
essential component of success. Centurion feels
very confident that the local leadership is the key to
the New CharterCARE System success and will
work with the local leadership team to evaluate if
and when outside consultants or managers are
needed in the future.

Centurion is confident the management team will
achieve different outcomes under the New
CharterCARE System because has the requisite
expertise needed to run independently and intends
to allow the management team to have opportunity
to operate without the tight restrictions it has been
under with a national system. Furthermore,
Centurion looks forward to aligning the New
CharterCARE System with its existing nonprofit
mission and believes this will assist the New
CharterCARE System obtaining better outcomes.
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component to a successful
turnaround.

¢) Please explain why Centurion is
confident that the Prospect
leadership team, which it states
will follow Prospect operational
policies and procedures, will
achieve different outcomes

“Built on the foundation of the Existing
Hospitals, the New CharterCARE System
is elevated by virtue of the move to a non-
profit framework as well as an intentional
recalibration of the operating model that
shifts operational focus back to patients
and local needs.”

under the New CharterCARE
System than while implemented
by Prospect.

I.LA.9 | In the absence of QHR, what are the Please see Confidential Exhibit 1 and C-CNT-PMH-
projected annual budgeted expense 010135 through C-CNT-PMH-010161, which still includes
amounts for consultants and where is it the expense for QHR in the EBITDA Bridge (Reduction
reflected in the financial pro forma(s)? for Manager) and, therefore, allows for engagement of

consultants as necessary.

[LA.10 | Please provide a list of all consultants Since Centurion decided that the New CharterCARE
retained by Centurion and its affiliates to System would not move forward with QHR, neither
review or advise with respect to the Centurion nor its affiliates have engaged a consultant —
Proposed Transaction since it was decided other than those listed in the Application — to review or
to disengage from QHR. advise with respect to the Proposed Transaction.

ILA.11 | In the application, Centurion states, Q.1 As set forth in both the integration plan at Question 48 and

the Financial Plan at Confidential Exhibit 1, the New
CharterCARE System has a detailed plan for financial
viability following closing. Additionally, the current
management team has deep expertise in hospital
operations, as well as knowledge of the local community.
Combining that expertise with the integration plan will
result in a financially stable hospital system. Moreover, the
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Without a precise strategic plan for
accomplishing the recalibrated operating
model or, a specific capital commitment and
timeline for implementation, please share
what reliable assurances Centurion can
provide that Centurion and the existing
hospitals have the expertise for a
“recalibration” or turnaround?

local management team will engage consultants as
necessary and warranted.

supporting data demonstrating Centurion’s
track record for lowering the costs of
health care delivery other than as it relates
to the area of financing and or real estate
business strategies.

[LA.12 | In response to Question 1, Centurion Q.1 All tax-exempt entities are subject to similar rules and
claims it has deep nonprofit experience in regulations, which Centurion has knowledge of and
connection with real estate transactions and experience in navigating. Centurion believes its
financing. How does such non-profit nonprofit/tax-exempt experience will assist the New
experience in real estate extend to CharterCARE System in returning to nonprofit status and
operating nonprofit health care facilities? navigating the rules and regulations which apply to tax-

exempt entities.

I.A.13 | Please provide specific examples and Q.57 Centurion’s experience is focused on lowering the cost of

healthcare and increasing access through financing,
development, and ownership of facilities. There are no
further examples.

[LA.14

In response to Question 1, Centurion
states that the future success of the
Existing Hospitals will depend upon
Centurion’s strategic expertise.

a) With respect to the following
statement in the initial
application, “Centurion will
effectively serve as the New
Proposed System’s ‘sponsor,’
providing guidance and

a. As stated in the application, Centurion brings deep
experience in board governance, strategic real
estate development, non-profit design, treasury
activities, fund raising, and financial and
accounting systems. In addition, they have
partnerships with the New England healthcare
community and many other markets. Some of these
are previously untapped benefits that will be
realized as a result of the Proposed Transaction.
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b)

expertise where necessary to
ensure the New Proposed
System is successful,” please
explain what is meant by this
statement and including
specific examples of what
types of guidance and expertise
will be provided by Centurion
to the New Hospitals and/or
New CharterCARE System.
Please describe in detail the
expertise held by Centurion
with respect to operating
hospitals. Please include with
your response the names of
hospitals wherein Centurion is
the sole corporate member of a
tax-exempt hospital, along with
the term of ownership, and
documented evidence of
changes in the financial status
of each of those hospitals.
Please provide a detailed
narrative describing the
experience of Centurion’s
principals in owning and
operating hospitals, ASCs,
medical practices, or home
health agencies, and explain in
detail how such experience will
benefit the New CharterCARE
System.

b. Centurion has attempted to make it clear in this
application that it has not in the past and does not
currently operate hospitals. However, as indicated
above, Centurion brings a wealth of experience in
the nonprofit healthcare sector that it believes can
be very beneficial to the New CharterCARE
System as a nonprofit system.

c. Centurion does not have any experience owning or
operating hospitals, ASCs, medical practice, or
home health agencies. Centurion will rely on the
local management team for the operational
expertise and will bring complementary expertise in
other areas as noted above.
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plan), there is a general restatement of
earlier needs identified by QHR and the
Transacting Parties. Please provide any
additional detail regarding timelines and
technological transition/integration, or
confirm that the parties do not have this
information. If the parties do not have any
such information, please explain how the
parties plan to develop more detailed plans
to facilitate this transition.

[.A.15 | Please provide and describe the health care | Ex. 6 - operates non-profit teaching
transactions Centurion completed with hospitals in the New England Market. Centurion has
completed jjg§different transactions with
-, and in the states of New Jersey and _ over the past 21 years.
Pennsylvania. |

.
e
|
- Centurion has completed g transactions with [EEEEES
e
e
e
|
- Centurion financed the construction and leasing of a
Jewish college dormitory in New Jersey. Centurion has not
been involved in any other transactions in New Jersey.
- Centurion has not completed any transactions in
Pennsylvania.

[.LA.16 | In Exhibit 48 (transition and integration Ex. 48 There are no additional timelines regarding technological

transition and/or integration. As a result of the cost and
work involved with formulating the plan, along with the
fluid and developing nature of IT systems, the New
CharterCARE System will begin the process of an IT plan
upon receipt of HCA approval and during the bond
financing process. Additionally, the New CharterCARE
System will engage IT consultants as needed for such a
transition upon closing of the Proposed Transaction.
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ILA.17 | Please explain what is included in
Centurion’s strategic plan that will
differentiate the New CharterCARE
System from other health systems in the
region with a larger market share.

The New CharterCARE System’s plan is first focused on
shoring up the operations of the existing facilities and
locations. Once the core operations are stabilized, first, the
New CharterCARE System intends to implement a
cohesive ambulatory care plan to increase access to care
across the service area. This plan will be comprehensive
and likely include consolidations of existing off-site
service locations into HealthCare destinations. Second, the
New CharterCARE system will formulate a 5-year
strategic plan that will build out the centers of excellence
for the system.

I.LA.18 | With respect to a strategic plan:

a) Please explain if Centurion
has any plans to develop
“destination” services.

b) Please explain if Centurion has
budgeted allocations to provide
additional clinical services if the
Community Health Needs
Assessment (“CHNA”) dictates
or requires such.

Please explain any plans for consolidated
service lines and operations for the New
Hospitals in order to achieve economies of
scale and avoid duplication.

A) The New CharterCARE System’s initial plans are
to grow and enhance the already existing
destination services that exist at Prospect
CharterCARE, including, for example, inpatient
bone marrow therapy, inpatient behavioral health
services, and surgical oncology and acute cancer
services.

B) The current expenses for meeting the current
CHNA initiatives are included within the existing
budget. When a new CHNA is released, the New
CharterCARE System will update the budget to
include any necessary expenses related to new or
revised initiatives.

The New CharterCARE system will continue to
consolidate systems and programs where opportunities
exist to achieve economies of scale and avoid duplication
if such consolidation will improve clinical services or
access to care for its respective communities.
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LLA.19

Please describe the previously untapped
benefits Centurion is referring to in the New
England health care market that it will tap
into for the benefit of the New
CharterCARE System.

Q. 48

Centurion will bring an ability to develop a real estate and
physical plant strategy as well as expertise in financial
decisions, such as equipment and property leasing. As the
New CharterCARE System will be a tax-exempt non-
profit, Mr. Liebman will be able to further develop current
relationships throughout New England, including, but not
limited to, with the Rhode Island Foundation and regional
medical schools.

[LA.20

Please describe what experience Centurion
has in running ACGME programs.

As the current local management team of the Existing
Hospitals will continue to manage the New CharterCARE
System, there is extensive experience in running ACGME
programs because Prospect CharterCARE currently has 70
residents and fellows. Additionally, beyond his current
experience at Prospect CharterCARE, Mr. Liebman has
extensive experience in hospitals that train residents and
fellows including teaching affiliates of Harvard, Boston
University Medical School, and University of Tennessee.
That experience includes being the primary liaison
between the Dean of the Medical School at University of
Tennessee where Mr. Liebman’s hospital was the primary
teaching site for the Medical School.

[LA21

How many accredited ACGME programs
are currently in place at the Existing
Hospitals and will each one be continued
after the Proposed Transaction?

The following programs are currently accredited by
ACGME:
e Internal Medicine (Core program)
Hematology Oncology
Pulmonary
Rheumatology
Surgical Oncology
Mohs (Dermatology)
Podiatry - Podiatry is accredited by the CPME
(ACGME does not accredit podiatry programs).
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The New CharterCARE System plans to continue these
accreditations following closing of the Proposed
Transaction.

financing strategy, timeline, and location
of the referenced upgrades to various
areas of the New Hospitals, including:
e New imaging equipment and
robotic surgery equipment (Q.
52);
e Modernization of the OLF
emergency department (Q.
52);
e Additional
outpatient/ambulatory
services in Johnston (Q. 48);
and
Investment in cancer care in clinic office
locations (Q. 48).

[.LA.22 | Please describe Centurion’s or Mr. In his previous work experience, Mr. Liebman was
Liebman’s experience with respect to the ultimately responsible for an extensive 340B program
administration and compliance of a 340B accounting for more than $25 million in drug discounts.
program. Additionally, the compliance officer and head of pharmacy

also have experience with 340B. The New CharterCARE
System will also engage consultants as necessary to aid in
the administration and compliance of the 340B program.

[.LA.23 | Please specify the type, amount, cost, Q. 48,52
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to hiring primary care physicians over the
next 3 years should the Proposed
Transaction be approved? In addition to the
recruitment of the 4 new primary care
physicians, what other specific investments
will Centurion make to support primary
care?

[LA.24 | What does Centurion mean when it states Q. 48 The New CharterCARE System will encourage a
that it plans to use lowest-cost health care coordinated regional care approach, which is linked to
services? How will this be accomplished lower costs, and will optimize population health
and what profit margins are expected? management strategies. The network will be able to
coordinate care to ensure that a patient is seeing the right
provider at the right time, allowing costs to be lower (e.g.
lower hospital admissions and emergency department use).
This initiative will serve to lower healthcare costs in the
community.
[.LA.25 | What is Centurion’s financial commitment | Q. 51 The New CharterCARE System will be partnering and

contracting with the coordinated regional care network to
encourage and support primary care growth. The New
CharterCARE System aims to add 10 new clinically
affiliated primary care doctors to its network via
employment or contracting within the first 3 years
following closing of the Proposed Transaction.

Although Centurion will not make any investment, if there
is excess revenue after expenses in any given year, the
New CharterCARE System will invest that excess revenue
in the New Hospitals and surrounding communities as
described herein.

LLA.26

What type of workforce retraining is
necessary and what will be the associated
cost and timeline?

Within the first 12 months following closing of the
Proposed Transaction, the New CharterCARE System will
complete assessments throughout the departments to
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determine the necessary training to enhance the clinical
skills of the workforce. Following the initial assessment,
the New CharterCARE System will implement an ongoing
training system. The New CharterCARE System does not
have information available for the cost of this program at
this point in time.

Existing Hospitals returned to pre-COVID
levels? If not, by what percentage have
they been reduced at each of the Existing
Hospitals? What is Centurion’s specific
plan to recapture volume?

[LA.27 | Is there a financial pro forma that includes Prospect CharterCARE believes that it currently has
the cost of designing competitive wage and competitive wage and benefit programs. Centurion has
benefit programs? included the current programs in the pro forma as part of
the HCA Application.
LA28 | CRER I
.
.
.
. |
|
[A.29 Q. 50
|
|
|
|
.|
.|
|
[LA.30 | Have the patient volumes for the two Please see the response to I1.A.8. The New CharterCARE

System has developed its Integration Plan (see Question 48
of the HCA Application) which includes its initial plan to
recapture volume. Following the initial period of transition,
the New CharterCARE System’s strategic plan will further
develop a plan to increase volume for the system.
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[LA31

What is Centurion’s strategic plan for
addressing the poor financial performance
of the Prospect home health entity?

The performance of the Prospect home health entity
evolves based on the current market and needs of the
community.

[LA32

Please describe Centurion’s strategic plan
with respect to developing physician-
hospital joint ventures

There is no such plan at this time.

[LA33

Please provide the budget for enhancing
services by service line (e.g., oncology,
ambulatory care, etc.), including
recruitment, provider compensation, and
facility development.

The costs related to enhancing service lines are included
within the amounts reflected in the EBITDA bridge at
Confidential Exhibit 1. There is no specific budget for each
service line. Please see the document provided in response
to question 1.C.26 for further information.

prepared by Alvarez & Marsal for either

[LA.34 | Please explain why Centurion determined Q. 55(b) CharterCARE Health of Rhode Island determined that
there to be a need for more specialty additional specialty services are warranted in the
services, and what data is there that community based on the internal analysis of need for
demonstrates a need for those specialty specialty services (i.e. waitlists for services), as well as
services. planned retirements. Moreover, the addition of specialty

services also focuses on bringing such services into the
community to increase community access.

I.A.35 | Has Centurion reviewed all recent Quality Centurion has reviewed a number of documents for the
Assurance and Performance Improvement Existing Hospitals, but has more heavily relied on the
assessments for the Existing Hospitals to current management team to explain current practices,
understand the current practices, deficiencies, and corrective action plans to understand the
deficiencies, and corrective action plans? current state of the Existing Hospitals.

[.A.36 | Please provide a description of Centurion’s | Q. 39 The New CharterCARE System will continue in the
plan with respect to continuity in the implementation of any corrective action plan developed in
implementation of any corrective action response to any pending regulatory citations at the time of
plans developed in response to any pending closing for the acquired Prospect CharterCARE entities.
regulatory citations for Prospect.

[LA.37 | Please provide any detailed workplans Q. 47 Prospect is gathering the requested information and will

provide it on or before February 6, 2024. Centurion is
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Prospect or Centurion with respect to the
New CharterCARE System. Is Centurion
planning on engaging Alvarez & Marsal to
provide strategic advice? If so, please
describe.

confident that the local management team can lead the
New CharterCARE System to operational success based on
its experience with the team, their expertise, and the
transition plan prepared by Centurion and the local
management team. If a consultant is needed to support the
local management team following closing, the New
CharterCARE System will consider engaging Alvarez &
Marsal (“A&M”).

[.LA.38

Please provide a copy of the Transition
Services Agreement between Centurion
and Prospect. Describe Centurion’s
decision to engage Prospect for IT,
accounting, HR and supply chain services.

As set forth in Confidential Exhibit 20E, the Transition
Services Agreement has not yet been drafted. The New
CharterCARE System has planned to enter into a transition
services agreement with Prospect, as described in
Confidential Exhibit 20E, to ensure a smooth transition of
the currently centralized services to the local New
CharterCARE System. As a result, the Transition Services
Agreement will be for a limited time period.

[.LA.39

Please list and describe what specific
services will be provided under the
Transition Services Agreement between
Prospect and Centurion. Please provide and
explain: (a) what is the anticipated duration
and cost of those services; (b) how will
Centurion enforce the agreement and what
recourse is available to Centurion in the
event of a breach by Prospect of its
obligations under; and (c) how these
services are not duplicative with the
services provided by Centurion under the
Corporate Services Agreement.

Ex. 20

The terms of the transition services agreement have not
been finalized and will not be finalized until closer to
closing as the services and terms are dependent on the
circumstances at that point in time.

[LA.40

Will New CharterCARE System be leasing
any Prospect owned property, equipment,
or other assets from Prospect post-closing

The New CharterCARE System does not anticipate leasing
any Prospect owned property, equipment, or other assets
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of the Proposed Transaction, should it be
approved? Please provide detail and any
related supporting documentation behind
any such arrangement.

from Prospect following closing of the Proposed
Transaction.

[.LA41

Please provide the policies and procedures
or other documentation reflecting
Centurion’s standard hiring practices
referenced in Section 8.3 of the APA.

Asset Purchase Agreement

As the New CharterCARE System has not yet developed
standard hiring practices, it will use Prospect
CharterCARE’s current hiring standards for this section.

[LA42

Please explain the basis/rationale for
identifying an Excluded Employee under
Section 8.3 of the APA.

Asset Purchase Agreement

—
[¢°)
(o)
QD
(9]
—
[¢°)
o

[LA43

How will operational, legal and oversight
support be provided to the New
CharterCARE System following the
closing of the Proposed Transaction, and
will it be provided directly by Centurion?
Are these services included under the
Corporate Services Agreement?

The Corporate Services Agreement (Confidential Exhibit
20) sets forth the specific services to be provided under
that agreement. [ERESEH]
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Other than as set forth above and in the Corporate Services
Agreement, the operational, legal, and oversight support
will be provided by the local management team, as well as
the CharterCARE Health of Rhode Island Board of
Directors and the New Hospitals’ Advisory Boards. To the
extent that the New CharterCARE System requires the
support of a consultant or other third parties for
operational, legal, and/or oversight, it will retain such
consultant and/or third party.

[.A.44 | Please describe all functions currently
supported by Prospect that will need to be
brought in-house and/or accessed via a
third-party post-closing of the Proposed
Transaction. For all such functions, what
are the specific, associated incremental
FTEs required and estimated expenses?

Ex. 48

The functions currently supported by Prospect that will
need to be brought in house include the following:

- Human Resources

- Oversight of physician groups
- Hospital contracting

- Managed Care Contracting

- Physician recruitment

- Physician billing services

- Information systems

- Union negotiations

- Home health care oversight

- Surgery Center oversight

Please see the response to I.C.2 for all existing detail on
the estimated expenses and detail on the EBIDTA Bridge
Initiatives.
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[.A.45 | Please provide a list of Prospect employees No one currently identified as a result of the Proposed
who will not continue employment post- Transaction.
Proposed Transaction. Please provide role,
salary, and anticipated severance terms if
not previously provided.

[.A.46 | The employment contract with Mr. Appx F. 33 Mr. Liebman has been an excellent leader for the Existing
Liebman is for FRESCCII- Plcase Hospitals, and Centurion is very excited that he will be
explain the rationale for this long-term working with the New CharterCARE System. The initial
commitment with Mr. Liebman. few years for the New CharterCARE System will be

critical in setting it up for long-term success, and Centurion
is confident that Mr. Liebman is an ideal candidate for
ensuring a smooth transition and successful initial set up.
Therefore, Centurion determined it was in the best interest
of the New CharterCARE System to confirm Mr.
Liebman’s employment with the New CharterCARE
System forfSENCEI i~ order to accomplish
these goals.

LA47 Fedacted

I During his tenure with Prospect, Mr.
Liebman has worked to ensure the continuation of quality

care by Prospect CharterCARE and the growth of their
presence in Rhode Island.
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identified to be kept locally? If Centurion
is hiring new staff, please indicate where it
is reflected in the financial pro-forma(s)
submitted with the application.

[.A.48 | Please explain why Centurion requiring It is a sound business practice to plan for a successor of a
Mr. Liebman to have a successor in place key leader. Mr. Liebman has had a long and successful
at the end of his career, and it is prudent of Centurion to anticipate the day

when Mr. Liebman is no longer working for the New
CharterCARE System.

[.LA.49 | What is the status of unfilled nursing Prospect CharterCARE has increased its number of
positions, and what is Centurion’s plan for internal recruiters for nurses to
addressing such vacancies? What is which has led to more nursing applicants. In addition, it is
Centurion’s capital commitment to address introducing a RIDOH certified LPN training program that
these vacancies? will increase the number of LPN candidates at the Existing

Hospitals. The New CharterCARE System plans to
continue both efforts. Centurion will not make a capital
commitment to these efforts, but the New CharterCARE
System will re-invest all revenue in excess of expenses in a
given years to benefit the New Hospitals and the local
community.

[LA.50 | How many jobs and positions does Q. 52(g) As set forth in response to Question 52, Centurion
Centurion estimate will be brought to estimates that up to 200 jobs may return to Rhode Island
Rhode Island following the Proposed following the Proposed Transaction. That estimate is based
Transacti'on, should it be approved? On on the services currently outsourced and/or centralized that
what basis? will be performed locally in the New CharterCARE

System as described herein.
[LA.51 | What roles and jobs has Centurion Currently, Prospect CharterCARE’s management and

administrative services are centralized with other hospitals
in the Prospect system and take place outside of Rhode
Island. These services include: revenue cycle, physician
management services, home health billing, construction
and equipment management projects, physician
recruitment, compliance, legal services and information
systems. These positions and systems will be brought back
to Rhode Island after the acquisition and a necessary
transition period with Prospect. Any of the costs and
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savings expected with the new staff are included in the
financial plan in the respective departments.

respect to the current medical staff and
explain how the commitments described
herein will increase minority representation
on each New Hospital’s medical staff.

[.LA.52 | Please provide Centurion’s plan for a) Development: Please see the response to .A.27.
staft/employee: (a) development; (b) b) Retention: The New CharterCARE System will retain
retention; and () engagement, satisfaction, employees by offering competitive pay and benefits, as
and the prevention of staff burnout. well as engaging training programs for staff. It will also re-

invest in the New Hospitals and community by providing
updated equipment and facilities for the staff’s use.

c¢) Engagement, satisfaction, and the prevention of staff
burnout: Please see the response to Question 57(a) in the
HCA Application.

[LA.53 | With respect to Question 39, what Q.39 The current health insurance plans for Prospect
employee benefits do employees of CharterCARE offer greater benefits than the current
Centurion receive and how do they differ Centurion health insurance plan. The New CharterCARE
from the rank-and-file employees of the System’s health plan will be substantively similar to the
New CharterCARE System? current Prospect CharterCARE health plans. The

retirement plans for Prospect CharterCARE and Centurion
differ due to the size of the entities and, as a result, the
nature of the plans.

[.A.54 | Please provide diversity statistics with Q.55 Prospect CharterCARE does not maintain diversity

statistics of its medical staff apart from gender. Following
closing of the Proposed Transaction, the New
CharterCARE System can perform a survey of the medical
staff to gather diversity statistic information.

As set forth in response to Question 55 of the HCA
Application, the New CharterCARE System will continue
to recruit minority physicians. CharterCARE Health of
Rhode Island recognizes that adding additional minority
clinical care staff increases access to care for traditionally
underserved populations by breaking down barriers.
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I.A.55 | Please explain the succession plan for Q.48 The succession plans for currently employed physicians

currently employed physicians. are made by need on a department-by-department basis.
Prospect CharterCARE encourages its physicians to
identify (or recruit as necessary) successors and train them
before retirement. Succession plans are formulated to allow
for the continuation of clinical care following a physician’s
retirement or departure.

[LA.56 | Please state the planned percentage wage The union rate increases as set forth in the current
increases for rank-and-file staff in years 1- respective collective bargaining agreements, including
3 should the Proposed Transaction be COLA adjustments, are included in the financial analysis at
approved. Exhibit 1. While there is no separate line item for non-

union employees included at Exhibit 1, all non-identified
expenses (which would include such non-union salaries)
are projected to increascEREGRI year over year.

[.LA.57 | What is the total number of staff operating Centurion has three employees. In addition to Centurion’s
the Centurion Foundation? employees, it likewise relies on a number of consultants

and outside professionals for services. For example, RSM
serves as Centurion’s outsourced bookkeeper, controller,
and tax preparer. Centurion also outsources its legal needs
and outsources deal work to bankers as necessary.

[LA.58 | The application includes statements The Transacting Parties do not agree that the application
regarding challenges in obtaining includes statements regarding challenges in obtaining
anesthesia coverage and recruiting more anesthesia coverage and recruiting more physicians.
physicians. Confirm whther Centurion Nevertheless, in the first twelve months following closing
plans to undertake a qulcal staff i of the Proposed Transaction, CharterCARE Health of
develop ment p lag, and if so, please p‘r0V1de Rhode Island will formulate a medical staff development
the capital commitment associated wit h plan. Before such a plan is finalized, CharterCARE Health
such staff development plan, along with a . . . .\
specific timeline for addressing recruitment of Rhode Islapd W111'cont1n}le actively recruiting. No
needs. capital commitment is required for these efforts. Any cost

will be budgeted for the New CharterCARE System.

I.LA.59 | The application states that Prospect has Q.48 Prospect has invested in excess of $100,000,000 in the
invested more than $100,000,000 in Existing Hospitals since its acquisition in 2014. Those
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improvements in the hospitals. What are
these investment? What evidence is there
of these investments having made a
positive impact on operations?

investments are numerous. As documented in the
December 2021 Final Report on Compliance by Prospect
CharterCARE, CharterCARE Community Board, and
CharterCARE Foundation by Affiliated Monitors, Inc.
(“AMTI”) and the October 18, 2021 RSM US LLP Prospect
Medical Holdings Inc. Hospital Conversion Monitorship:
Reduction in CAPEX Funds for the period through June
30, 2021 ("RSM Report”), these improvements include,
but are not limited to, renovation of the RWMC and OLF
emergency departments, OLF main entrance renovation,
OLF main corridor remodel, RWMC main entrance
remodel, RWMC upgrade of the HVAC system, RWMC
pharmacy extension, RWMC pharmacy USP 800
alterations, purchase of Omnicell equipment, OLF HVAC
system, OLF Pharmacy USP alterations, RWMC Curtain
Wall replacement, new equipment, and equipment
replacement. AMI confirmed that between 2014 and 2018,
Prospect spent over $115,000,000 on the Existing
Hospitals. Likewise, RSM confirmed that between October
1, 2019 through June 30, 2021, Prospect spent
approximately $12,040,601 on capital expenditures for the
Existing Hospitals. Prospect has also provided
documentation to RSM of capital expenditures in excess of
$24,000,000 between October 1, 2021 and September 30,
2026. As AMI noted, Prospect “not only shored up aging
buildings, they helped the hospitals sustain and grow their
outreach services, attracted new physicians and established
a business entity for the physicians to negotiate with health
insurance payors (including Medicare) thereby making the
practices more accessible to local residents.” In short,
Prospect’s investment in the Existing Hospitals has not
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only allowed the current facilities to continue to provide
care to the surrounding communities, but has also
increased access to care by improving and modernizing the
facilities. For further evidence, please see the voluminous
documentation provided to AMI and RSM as the monitors
for the RIAG.

Centurion’s plans with respect to the
Existing Hospital’s Community Health
Improvement Plan (“CHIP”), including
whether and how the New CharterCARE
System will complete those elements of the

[.A.60 | Please explain whether the Roger Williams Yes, Roger Williams Radiation Therapy, LLC will be
Radiation Therapy Joint Venture is being purchased as part of the Proposed Transaction pursuant to
purchased as part of the Proposed APA Section 1.1 which defines Joint Venture as: “Joint
Transaction. Venture (and Seller’s interest in such Joint Ventures,

whether through stock, partnership, membership, or other
ownership interests, the “Joint Venture Interests”) means
the applicable Selling Entity’s joint venture interests in
Chemosynergy, LLC, Rhode Island PET Services, LLC,
Roger Williams Radiation Therapy, LLC, Southern New
England Radiation Cancer Center, LLC, and Partners in
Clinical Research, LLC.” APA Section 2.1(a)(xviii) states
that all Joint Venture Interests will be part of the Purchased
Assets.

[LA.61 | Please provide a detailed description of Q.39 The specific details of insurance policies for the New
each of the insurance policies that will be CharterCARE System have not yet been obtained or
obtained by the New CharterCARE System discussed. Once a closing date is set, the New
including proposed coverage limits, CharterCARE System will work with the insurance broker
endorsements, exclusions, etc. identified in the HCA Application to get the necessary

policies in place. Policies will be consistent with industry
standards.

[LA.62 | Please provide a detailed explanation of Q.45 As set forth in the HCA Application in response to

Question 45, the New CharterCARE System will continue
to further Prospect CharterCARE’s efforts in the CHIP
priority areas following closing. While Centurion will not
make any capital contribution or investment, the New
CharterCARE System will continue to budget for

4871-3379-2671, v. 4

23




Prospect/Centurion — Transacting Parties’ Responses to First Set of Supplemental Questions from RIAG

January 23, 2024

CHIP still outstanding after the closing of
the Proposed Transaction. Describe what
investments Centurion will make pursuant
to the CHIP.

implementing CHIP priority areas. Additionally, once there
are updated CHIP priority areas in the next CHNA, the
New CharterCARE System will revise its budget for such
CHIP priority areas.

the following situations would be handled
post-closing of the Proposed Transaction:

a) New CharterCARE System has
insufficient funds to support
operations (meet payroll, pay
vendors, etc.) and they can no
longer draw on cash reserves
without violating debt
covenants;

b) New CharterCARE
System has a material
capital requirement that is
necessary to maintain

[.LA.63 | Please provide a specific explanation with | Q. 45 Please see the response to Question 45 in the HCA
examples of how Centurion will continue application for specific information. Upon closing, the
to further or expand Prospect’s efforts in New CharterCARE System will review Prospect
the CHIP priority areas. CharterCARE’s ongoing programs and assess the current

community needs to determine whether additional
programs are necessary.

[LA.64 | Has Centurion developed an updated Ex.22,C Please see the financial plan in Confidential Exhibit 1 and
summary similar to the QHR presentation the integration plan in response to Question 48. There are
related to the Acquisition of the Prospect no additional documents.
facilities that reflects QHR’s exit from the
Proposed Transaction and updated price,
cost, and other financial estimates? If yes,
please provide.

[LA.65 | Please describe Centurion’s view of how Eighty days cash on hand is the industry benchmark for

credit rated non-profit health systems. By having $80
million (approximately 80 days) in cash on hand at closing,
the New CharterCARE System will be positioned for
success and remain independent. While Centurion will not
fund the New CharterCARE System’s losses, Centurion
will not take out any revenue that exceeds expenses of the
New CharterCARE System and, instead, the New
CharterCARE System will reinvest such excess revenue in
the New Hospitals and local community. This structure
follows the standard practice of other non-profit health
systems. While Centurion cannot predict the New
CharterCARE System’s response to the listed
hypotheticals, the New CharterCARE System will do its
best to resolve any challenges by working with its
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operations/provision of
care, but it cannot fund that
capital requirement with its
cash reserves; and

¢) New CharterCARE
System experiences a
material event (e.g.,
cyberattack, material
natural disaster, pandemic,
etc.) that disrupts normal
operations and requires
capital beyond available
cash reserves.

counterparts in the state and taking necessary actions as
part of the state’s health ecosystem.

[LA.66

With respect to Centurion’s due
diligence of the Proposed
Transaction:

@
8
5

@
3
&
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Fedacted

[.LA.67 | The revised HCA Application notes that
additional due diligence will be completed
after review and approval by the Attorney
General and RIDOH. How will Centurion
proceed if there are unfavorable findings in
subsequent due diligence that would
impact the risk profile and financial
viability of the Proposed Transaction?

I.A.68 | Please provide See C-CNT-PMH-010134.

request for Prospect,
inclusive of all areas in which diligence
was to be performed.

[.LA.69 | Does Centurion intend to pursue other Not at this time.
opportunities to acquire hospitals?

LA.70 Please see C-CNT-PMH-010161 . [ECECEEE
redacted

—
-

The Transacting Parties are reviewing further
communications with EEEE and will produce further

I responsive materials on or before February 6, 2024.
]
|

ILA.71 | In Question F29, it states that Centurion Q. F29 Yes, Centurion has worked closely with Mr. Liebman to
“analyzed opportunities for improvement identify and analyze improvement opportunities.

in the operations.” In the original
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application included the same sentence but
indicated it was QHR (rather than
Centurion) that worked with Mr. Liebman
on this plan. Has Centurion worked
directly with Mr. Liebman to identify and
analyze improvement opportunities?

the search, nominating, and appointment
process with respect to forming the boards
of directors of each of the entities
associated with the New CharterCARE
System, including any updates and a
timeline for the establishment of each of
the boards.

[.A.72 | Please provide all completed disclosure Asset Purchase Agreement No changes have been made to the disclosure schedules
schedules associated with the asset since the APA was initially provided.
purchase agreement.
B. Governance:
1B.1 Ex. 32
I |
I |
— I
|
I
I.B.2 | Please disclose the total compensation each | Ex. 32
board member of Centurion received in I
2022 and 2023 from Centurion and each of -
its affiliates, both as an employee and or -
board member. -
1
[.LB.3 | Please provide a narrative description of Q.4 CharterCARE Health of Rhode Island Board of Directors:

For community representatives, Centurion, with Mr.
Liebman’s help, looked for individuals who had ties to the
local community, experience in business, finance, or the
law, and dedication to the existing Prospect CharterCARE
system and Hospitals. As a result, Mr. Liebman
recommended to Centurion the former Prospect
CharterCARE board chair, Ed Santos, and the current chair
of RWMC Advisory Board and Prospect CharterCARE
Board member, Maria Leonard. Upon identifying these
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individuals, Mr. Liebman spoke with them. Next, Mr.
Mingle reviewed their background, along with Mr.
Liebman’s recommendation, and each candidate attended
an approximately 90 minute interview with Mr. Mingle and
Mr. Liebman. Finally, the candidates for the board were
presented to the Centurion Board of Directors for review
and approval. Centurion is still working on identifying one
additional community member for the board and does not
have a timeline for that process.

New Hospital Advisory Boards:

To select the advisory board members for the New
Hospitals, Mr. Liebman will consider the Existing
Hospital’s Board Members, as well as new candidates who
will be identified. To identify new candidates, Mr. Liebman
will ask for recommendations from the existing Prospect
CharterCARE Board of Directors community members,
Existing Hospitals advisory board members, and
stakeholders in the hospitals. The New CharterCARE
System has not yet appointed any advisory board members
and anticipates beginning and completing the process of
identifying advisory board members within three months
of regulatory approval for the Proposed Transaction.

[.B.4

Given Centurion’s stated lack of
experience in operating hospitals, explain
why the Advisory Boards of each New
Hospital will have roles that are limited to
credentialing, quality, local operations, and
fundraising.

While the New Hospitals’ Advisory Boards are not
fiduciary or financial boards, the Advisory Boards do have
an oversight role in operations. Indeed, as noted by the
question, the Advisory Boards will oversee the traditional
operational roles of hospitals — credentialing, quality, local
operations, and fundraising. Moreover, the CharterCARE
Health of Rhode Island board is a fiduciary board that will
oversee the hospital system and financials. As discussed
herein, it consists of both Centurion and community
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representatives who have experience in business,
healthcare or the law.

I.B.5 Please describe how Centurion will select Q.1 Centurion will work with Mr. Liebman and other directors
community members for the Advisory to identify individuals in the community that would be a
Boards of the New Hospitals, including: (a) good fit for the Advisory Boards. The Bylaws of the New
how many candidates from the community Hospitals require that a minimum of one third of the
will Centurion add to the board with health directors be affiliated with the community. Specific
care and business experience; and (b) the selection criteria and board competencies have not yet been
selection criteria and board competencies lined, but the President and Centurion will select
for each board position. F)ut‘u?e ’ ; .

individuals that they believe will best serve the New
Hospitals based on the skillsets offered by the individual
and the needs of the New Hospitals.

I.LB.6 | Please explain how Centurion will Centurion is the sole corporate member of CharterCARE
coordinate the implementation of the Health of Rhode Island, Inc., and CharterCARE Health of
procedures, policies, protocols, review of Rhode Island, Inc. is the sole corporate member of RWMC,
budge‘Fs, and structuring and executing OLF, and the Foundation. There are certain reserved
financings for each of the boards. powers of each Member, which are outlined completely in

the Bylaws for entity. These reserved powers include the
ability to appoint and remove directors on the board,
establish capital and operationalize budgets, approve
strategic plans, etc. Centurion will have representatives on
each subsidiary board which will allow it to coordinate and
implement the policies, procedures, protocols, and budgets.

[.LB.7 | Please explain how Ben Mingle will fulfill | Q. 4 Presidents and CEOs are often given additional
his obligations to the New CharterCARE responsibilities and more to manage as they progress in
System Board of Directors given his their career. Ben Mingle is a strong leader who is able to
responsibilities relating to the other manage additional responsibilities and delegate tasks
affiliates that Centurion operates. which can be handled by others.

[.LB.8 | Please list all community board members The community board members and the respective
for each Advisory Board of the New compositions for each Advisory Board of the New

Hospitals have not yet been determined.
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Hospitals and the composition of
community board members for each entity.

I.B.9

Please explain what parameters are in place
to prevent Centurion from constituting a
board that is less than independent and not
hand-picked by Centurion.

Q.1

Centurion’s ultimate goal is the success of the New
CharterCARE System. Currently, Centurion believes that
having a board that includes local individuals is important
to this success. However, Centurion is the ultimate member
of the New CharterCARE System, and therefore, has the
ability to appoint or remove members of the boards in
consultation with the President (see Section 3.2 in the
Bylaws of RWMC, OLF, and CharterCARE Health of
Rhode Island). The President and Centurion will select
individuals that they believe will best serve the New
Hospitals, but the Bylaws of CharterCARE Health of
Rhode Island, RWMC, and OLF require that a minimum of
one third of the directors be affiliated with the community.

Centurion Finances:

I.C.1

Please provide specific details with respect
to how the New CharterCARE System will
achieve savings through population health
strategies including, without limitation, any
commitments with respect to savings
through value-based, long-term spending
strategies. What expertise does Centurion,
or the proposed management team have to
implement such initiatives? Does Centurion
have any plans to engage a third-party
consultant to advise in the area of value-
based care and population health?

Q.57

The New CharterCARE System will continue to participate
in both the accountable entity organization and the
coordinated regional care programs. In anticipation of the
Proposed Transaction, Prospect CharterCARE has hired a
Vice President, Maria Zammitti, who has expertise in value
based/alternative payment models, managed care analytics,
and network strategy, negotiations, and management.
Please see her resume at Confidential Exhibit F25. Ms.
Zammitti will continue employment with the New
CharterCARE System as set forth in Confidential Exhibit
33. Additionally, Prospect CharterCARE uses consultants
as necessary depending on the needs of the of the hospital
contracting team. There is no specific plans for the New
CharterCARE System to engage with such consultants,
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however, it would consider such an engagement if
necessary.

commitment for each of the items listed in
the business/strategic plan(s) described in
response to Questions 55-57 of the
application.

I.C.2 | Please provide specific details on how Q.57 Please see the EBITDA bridge at Confidential Exhibit 1
Centurion will prioritize short-term and and C-CNT-PMH-010135 through C-CNT-PMH-010161
long-term cost saving strategies; whether for details on both long term and short term savings. Initial
short-term and long-term savings will be focus will be on short terms savings related to the non-
reinvested to generate additional benefit to profit status of the New Hospitals to try to cover gaps in
the New CharterCARE System; and how the immediate financial performance, but also on
Centurion intends to invest in community beginning initiatives for long term savings as detailed in
infrastructure. Confidential Exhibit 1. As all revenue exceeding expenses

will be re-invested in the New CharterCARE System and
local community, the benefit of such short-term and long-
term savings will be reinvested to generate additional
benefit.

While Centurion itself will not make investments in
community infrastructure, the New CharterCARE System
will reinvest in community infrastructure as described in
the responses to Questions 56 and 57 of the HCA
Application and will update its plan regarding such
reinvestments as necessary over time.

[.C.3 | Please provide Centurion’s capital Q. 55-57 The current initiatives through Prospect CharterCARE

listed in response to questions 55-57 are included within
the budget and pro forma. Once the CHNA is updated in
2025, the New CharterCARE System will develop a plan
and budget for the updated initiatives. Centurion will not
provide any capital commitment. However, if revenue
exceeds expenses in any given year, the New
CharterCARE System will reinvest all excess revenue in
the New Hospitals and local community.
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I.C.4 | What is the New CharterCARE System’s Please see Confidential Exhibit 1 at 01-R-C-CNT-PMH-
debt expected to be following the initial 003161.
financing of the Proposed Transaction?

I.C.5 | Please provide and explain Centurion’s Centurion is not willing to leverage its other assets in order
willingness to incur additional debt in the to obtain financing for the New Hospitals. Additional debt
event that the expected financial results are will be evaluated as needed and will be obtained based on
not achieved from its strategic plan. In your the New CharterCARE System’s ability to sustain the
response, please include whether Centurion additional debt.
is willing to encumber or otherwise
leverage its other assets in order to obtain
financing for the New Hospitals, if
necessary.

I.C.6 | How many employees comprise line item | Ex. 31 Three
50100 (Total Salaries, Wages and
Benefits)?

I.C.7 | Please explain whether any of the The pro formas included with the HCA Application use the
Centurion financial pro forma(s) recognize OHIC approved rate increases.
the Rhode Island limitations on rate
increases for inpatient hospital stays.

[.C.8 | As to Centurion’s statement that it is Q.40 The PACE funds’ use is restricted by their terms. They
assuming the PACE financing, explain the will be used consistent with those restrictions. Planned
specific uses of the funds and whether it is Capital Expenditures have been provided in Appendix A.
reflected in Centurion’s pro forma(s).

I.C.9 | With respect to Centurion’s plan to bring Q.1 All costs to localize operations are included in the financial
functions previously performed by Prospect analysis at Confidential Exhibit 1. The net effect of the
in-house, please explain whether the costs localization results in savings, despite any costs.
associated with such “localization” have
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been included in Centurion’s financial
projections and/or financial pro formag(s).

Transaction, is Centurion committed to
deposit a minimum amount of $80,000,000
in financial reserves into a segregated bank
account with a RI based financial
institution, to be used solely to pay for
costs and expenses incurred by OLF and
RWMC after the closing of the asset
purchase? If not, what is the minimum

I.C.10 | Please confirm whether $80,000,000 is the | Q. 1 As set forth in response to Question 1 of the HCA
total consideration in cash or in kind being Application, the net purchase price to Prospect is $80
paid by Centurion to Prospect in million. Centurion intends to finance the $160 million
connection with the Proposed Transaction. value, plus closing costs, and place $80 million of cash on

CharterCARE Health of Rhode Island’s balance sheet at
closing. Prospect agreed to the Amendment to the APA
including a revised purchase price in order to ensure that
the New CharterCARE System is established with a
foundation to allow for a successful transition to the new
operators.

I.C.11 | Please describe and provide supporting Eighty days cash on hand is the industry benchmark for
analysis/detail relating to Centurion’s credit rated non-profit health systems. By having $80
determination that 80 days of cash on hand million (approximately 80 days) in cash on hand at closing,
would be a sufficient and reasonable cash the New CharterCARE System will be positioned for
reserve to support New CharterCARE success and remain independent. At closing of the
System operating losses, capital needs, Proposed Transaction, the New CharterCARE System will
meet debt covenants, apd meet other cash h debt service coverage ratio consistent with that of
requirements post-closing of the Proposed aveacde £
Transaction. an average not-for-profit A rated health system. Moreover,

the assumptions supporting the 80 days cash on hand were
vetted by local leadership and VMG.

[.C.12 | Upon the closing of the Proposed The New CharterCARE System will have 80 million

dollars in cash and investments on hand at closing. Its
accounts will be segregated and owned by the New
CharterCARE System for the benefit of the New
CharterCARE System and no other party. The $80,000,000
will be deposited with an established financial
institution(s) that is qualified to manage that amount of
cash and investments.
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amount of money which Centurion is
willing to agree to deposit into such an
account upon closing of the asset purchase?

not involved a capital commitment from
Centurion and has significantly limited its
liability and responsibility under the
Corporate Services Agreement with respect
to the success or operation of the New
Hospitals. If Centurion is going to derive
profit from the New CharterCARE

I.C.13 | If Centurion’s proposed bond financing If the financing for the New CharterCARE System does
does not generate sufficient funds to cover not cover the $80,000,000 proposed cash on hand,
the $80,000,000 proposed capital fund, will Centurion is not obligated to consummate the transaction
Centurion upon the closing cover the per the APA Section 6.4 and will not cover the shortfall. As
shortfall to ensure that the New set forth above, the New CharterCARE System will have
CharterCARE System has access to the full 80 million dollars in cash and investments on hand at
$80,000,000 in capital funds? Will closing. Its accounts will be segregated and owned by the
Centurion deposit such an amount into a New CharterCARE System for the benefit of the New
segregated bank account with a RI based CharterCARE System and no other party. The $80,000,000
financial institution, to be used solely to will be deposited with an established financial
pay for costs and expenses incurred by institution(s) that is qualified to manage that amount of
OLF and RWMC after the closing of the cash and investments.
asset purchase?

[.C.14 | Please explain whether the 80 days cash on | Q. 1 80 days cash on hand is over and above all transaction
hand estimate for the New CharterCARE costs. The fees for the Corporate Services Agreement are
System includes and factors the additional accounted for in the budget as set forth herein.
costs of the services provided by Centurion
pursuant to the Corporate Services
Agreement.

[.C.15 | Please explain why the proposed plan does Centurion will not be deriving profit from the New

CharterCARE System, which is why it will not be taking
on any risk. The only payment Centurion will receive from
the New CharterCARE System is the fee outlined in the
Corporate Services Agreement, which shall be fair market
value for the services provided.
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System’s net revenue, why isn’t Centurion
financially at risk for the viability of the
New CharterCARE System?

account intended to fund liabilities post-
closing of the Proposed Transaction should
they arise? What protections are there for
breach of contract claims within a 6-year
statute of limitations or a longer period for
fraud allegations if the $5,000,000 escrow

[.C.16 | What is the maximum amount of money None. As set forth above, the New CharterCARE System
via a capital contribution which Centurion will have $80 million cash on hand at closing based on the
is willing to make upon closing to fund the structure of the Proposed Transaction and financing. While
asset purchase and capital fund for the New Centurion will not make any capital contribution, the new
CharterCARE System? CharterCARE System will reinvest all revenues in excess

of expenses in a given year in the New Hospitals and the
local community.

I.C.17 | Please confirm whether Centurion is The New CharterCARE System will not be putting aside
assuming and or set aside any reserves for any money for the scenarios outlined. Prospect will retain
Stark law violations, false claims, HIPAA all liabilities for the scenarios outlined for its operations
breaches, self-disclosures, or other prior to Closing pursuant to APA Section 2.4.
overpayment scenarios associated with
Prospect’s operations. Alternatively, will all
those liabilities, known or unknown, be
assumed by Prospect?

I.C.18 | Please provide all analysis conducted to Asset Purchase Agreement According to APA Section 1.1(vvvv), the total amount of
support the sufficiency of the $5,000,000 the indemnity escrow is $20,000,000. Based on allocation
indemnity escrow for a period of five years. of risk and other indemnity provisions in the APA,

Centurion felt comfortable with indemnification coverage
amount of $20,000,000.

I.C.19 | Is the $5,000,000 indemnity escrow Asset Purchase Agreement The $20,000,000 indemnity escrow amount covers

liabilities that arise post-closing, except for any liabilities
arising from fraud and or a breach of fundamental
representations pursuant to APA Section 9.3(b)(iv). Any
liabilities arising from fraud or a breach of fundamental
representations do not have a statute of limitations. The
terminations and indemnification limits in the APA were
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is only available for 5 years and is reduced
each year?

negotiated at arms-length and were felt to be commercially
reasonable and sufficient to protect Centurion’s interests.

I.C.20

Please confirm and/or explain whether all
of Prospect’s real property leases, assigned
contracts, and excluded contracts, as set
forth in the Asset Purchase Agreement, are
compliant with the Stark Law. Please
identify any of the foregoing arrangements
with physicians, their families, or entities
owned by physicians or their families,
being assigned and assumed in connection
with the Proposed Transaction.

Asset Purchase Agreement

Prospect believes that its real property leases, assigned
contracts, and excluded contracts, as set forth in the Asset
Purchase Agreement, are compliant with Stark Law.

The list of contracts to be assumed in the Proposed
Transaction is not yet final, but will be updated once a
closing date is set.

[.C.21

As set forth in the Asset Purchase
Agreement, please identify any liabilities
associated with the assumed contracts, the
amount of such liability, and whether such
liability will transfer from Prospect to
Centurion in connection with the Proposed
Transaction.

Asset Purchase Agreement

It is important to distinguish the difference between
contingent and known liabilities. Contingent liabilities are
unknown liabilities based on certain events that may
happen. Known liabilities are liabilities that are certain to
happen according to the terms of the contract (such as

payment required for services).

1.C.22

What is Centurion predicting its DSH and
Upper Payment Limit reimbursement to be
for fiscal year 2024?

= =
(1% (1%
o o
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[.C.23 | Please confirm whether Centurion is No, Centurion is not assuming Prospect’s Asset Based
assuming Prospect’s Asset Based Lending Lending credit agreement.
credit agreement, and if so, are there any
outstanding Prospect liabilities with the
Asset Based Lending credit agreement that
Centurion is assuming? If so, how does that
factor into the purchase price for the New
CharterCARE System?

1.C.24 | Section 4.7 of the Asset Purchase Asset Purchase Agreement
Agreement requires Centurion to have s
evaluated the financial feasibility of the ]
Proposed Transaction prior to execution of I
the Asset Purchase Agreement. Was this ]
completed? If so, please provide the I
financial feasibility study in unredacted
form.

I.C.25 | Please provide what fees have been Asset Purchase Agreement No fees have been incurred to date relating to acquisition
incurred to date relating to Acquisition financing.

Financing.

[.C.26 | Please provide a more fulsome financial Q.1 Please see C-CNT-PMH-010135 through C-CNT-PMH-
pro forma(s) based upon the Improvement 010161.

Initiatives and the financing plan for the
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first 5 years post-closing of the Proposed
Transaction

Agreement) in the event that bond
financing is inadequate. Please include
with your response the threshold for

I.C.27 | In the event that the financial outcomes 80 days cash on hand — a requirement for closing of the
projected in connection with the Proposed Proposed Transaction — is the industry benchmark for
Transaction are not achieved within the credit rated non-profit health systems. By having $80
first 3-5 years post-closing of the Proposed million (approximately 80 days) in cash on hand at closing,
Transaction, please explain Centurion’s the New CharterCARE System will be positioned for
plans with respect to how it will address success. The New CharterCARE System will remain
the continued shortfalls for the New independent. As a result, Centurion will not take out any
CharterCARE System. With your response: revenue that exceeds expenses and also will not fund the
(a) please include under what system’s losses or shortfalls. This structure follows the
circumstances Centurion will terminate any standard practice of other non-profit health systems. While
services or close either of the New Centurion cannot predict exact circumstances, the New
Hospitals; and (b) whether Centurion will CharterCARE System will try to resolve any challenges,
agree to make capital contributions to work with its counterparts in the state, and take all actions
address such shortfalls and to what extent. as part of the state’s health ecosystem.

If not, why not?

I.C.28 | Please explain if Centurion agreed to No, Centurion did not agree to assume any additional
assume any additional Prospect liabilities Prospect liabilities in exchange for the reduction in the
in exchange for the significant reduction of purchase price.
the purchase price. If so, please specify
which additional liabilities were assumed
by Centurion.

I.C.29 | Please provide a copy of the subordinated Q.1 No subordinated note has been drafted.
note (the “Buyer Note” as defined in Asset Purchase
Section 7.4 of the Asset Purchase Agreement
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entering into such note, and how will the
note be secured.

exemption, 340B, and group purchasing,
what other plans does Centurion have for
reducing expenses at each of the New
Hospitals?

I.C.30 | Please explain Centurion’s rationale for Q.1 Based on the hospital operations at the time that the APA
borrowing the shortfall amount of the bond | Asset Purchase was executed, Centurion is confident of the bond
financing from Prospect rather than Agreement financing. The procedure set forth in the APA regarding a
contributing its own funds. potential note with Prospect does not involve the transfer

of any funds from Prospect to the New CharterCARE
System. Instead, the potential note (if needed) would allow
the New CharterCARE System to pay Prospect part of the
purchase price later, and Prospect would not collect the full
purchase price amount at closing.

I.C.31 | What is Prospect’s capacity to provide Q.1 The procedure set forth in the APA regarding a potential
possible financing through the Asset Purchase note with Prospect does not involve the transfer of any
subordinated note given its other capital Agreement funds from Prospect to the New CharterCARE System.
and cash challenges? Instead, the potential note (if needed) would allow the New

CharterCARE System to pay Prospect part of the purchase
price later, and Prospect would not collect the full purchase
price amount at closing.

[.C.32 | Please provide any information regarding a Centurion anticipates the bond financing will take
timeline for the anticipated tax-exempt and approximately 90 to 120 days to obtain following HCA
taxable bond financing. approval.

[.C.33 | Please explain whether Centurion has The financial pro formas do include assumed government
accounted for an increase in the Medicaid payer increases. Please also see response to Question
payer mix as a safety net and nonprofit I.C.22 above regarding DSH payments.
hospital in its financial pro forma(s).

[.C.34 | Other than savings associated with tax- Please see the EBITDA Bridge at Confidential 1 and the

further analysis and calculations at C-CNT-PMH-010135
through C-CNT-PMH-010161.
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I.C.35 | Please explain to what extent has Centurion
factored savings from the 340B drug
program into its pro forma(s) over the next
5 years.

Please see the financial plan at Confidential Exhibit 1,
which includes a line item for 340B savings.

Please explain why Centurion does not
[.C.36 | have audited financials.

The users of Centurion’s financial statements are generally
not external to Centurion, as the financial statements are
typically not distributed outside the organization. The
preparation of Centurion’s financial statements is
supported by RSM and Centurion’s tax returns, which are
prepared by RSM and are publicly available.

As Centurion’s revenues and expenses are generally known
and fixed consistent with long-term contracts, Centurion
management finds it easier to manage the affairs of the
organization by monitoring cash and daily activities.
Furthermore, significant time and expense is involved in
engaging an audit firm, preparing for and responding to the
audit team’s requests. Centurion has determined it to be
more prudent to invest that time and expense other ways in
the furtherance of its mission.

In addition, Mr. Mingle and Mr. Lovoy are both former
auditors and have more than 40 years of experience as
CPAs.

[.C.37 | Please provide an accounting of revenue
from all sources, including affiliates, paid to
Centurion for the last 3 fiscal years.

Please see Centurion’s financial statements at Exhibit 24
for an accounting of Centurion’s revenue. Generally,
Centurion’s revenue comes from clients or affiliates. Any
revenue from affiliates comes from clients. Clients are
non-profit health systems.
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4871-3379-2671, v. 4




Prospect/Centurion — Transacting Parties’ Responses to First Set of Supplemental Questions from RIAG

January 23, 2024

I.C.38 | What is the basis for concluding that Q.57 The FREEER was
Centurion will save identified and vetted by QHR. The New CharterCARE
] System plans to go forward with using Health Trust

assuming that the pricing at the time of closing is
consistent with the projection.

1.C.39 Q. 56 See the EBITDA bridge at Confidential Exhibit 1, as well
] as the further analysis and calculations at C-CNT-PMH-
. 010135 through C-CNT-PMH-010161.

I

1.C.40 Q.57
. .
| .
| .

.
.
N

1.C.41 | What happens if Centurion’s projections on While Centurion cannot predict specific exact
revenue from 340B, DSH, Medicaid circumstances, the local management team and the
increases, group purchasing and tax- CharterCARE Health of Rhode Island Board of Directors
exempt savings do not amount to that will respond accordingly to any such challenges. The New
which is projected? How likely will losses CharterCARE System will take the steps warranted to
result in reductions in workforce and achieve financial stability and to attempt to ensure that the
termination of essential services? New Hospitals can continue to serve their communities.

Please see the responses above for further information.

1.C.42
I .
. I
I .
. I
I |
.. . |
I

4871-3379-2671, v. 4

41



Prospect/Centurion — Transacting Parties’ Responses to First Set of Supplemental Questions from RIAG

January 23, 2024

redacted

[.C.43

Please provide all materials provided to and
by EEEEES] to Centurion, including but not
limited communication with
following the May 2, 2023 finance-ability
letter.

Centurion is gathering the responsive materials and will
produce them on or before February 6, 2024.

1.C.44

Does Centurion have any plans to seek
additional financing for unrelated
acquisitions? If yes, please summarize.

As part of its normal course of business, Centurion
routinely closes charitable transactions for non-profit
health systems and is actively continuing its work in that
line of business. None of the charitable leasing transactions
for other non-profit health systems will affect the New
CharterCARE Health Systems or Proposed Transaction.

1.C.45
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financial status of the Existing Hospitals
will not negatively impact the issuance and
feasibility of tax-exempt bond financing.

[.C.46 | What was the basis for Prospect agreeing Prospect agreed to the Amendment to the APA including a
to an in the revised purchase price in order to ensure that the New
purchase price? CharterCARE System is established with a foundation to

allow for a successful transition to the new operators.

1.C.47 | What is Centurion planning to do to Ex. 39 Centurion reviewed RESc GGG
address thEEEE I
|

1.C.48 | Please provide an up-to-date timeline for the The parties anticipate once approval is received from
Proposed Transaction, including but not RIDOH and RIAG, it will take approximately 90 to 120
limited to, all consents/approvals, licensure, days to obtain financing for the Proposed Transaction, and
and other regulatory requirements, securing approximately an additional 90 to 120 days to finalize the
financing, and conversion from for-profit to disclosure schedules to the APA and satisfy other
non-profit. conditions to closing. During that time period, the

Transacting Parties will provide and/or seek the other
required governmental and third-party notices and
consents. This is a best-case scenario timeline so if any
setbacks or hurdles arise during the process, it will likely
take longer.

[.C.49 | Please provide the plan for revenue cycle The New CharterCARE System plans on bringing this
management post-closing of the Proposed department in-house, but will engage in outside consultants
Transaction. as necessary.

I.C.50 | Please confirm and explain that the current The financial package for bond financing, including the

EBITDA bridge at Confidential Exhibit 1, will use
projections and actuals based on the hospitals operating on
a standalone basis (i.e., outside of their current cost
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structure) with a net working capital of 0 on the day of
closing. As a result, Centurion believes that the current
financial status of the Existing Hospitals will not
negatively impact the issuance and feasibility of tax-
exempt bond financing.

I.C.51

Please provide details regarding the PACE
loans described in the Asset Purchase
Agreement, including the anticipated
purchase price impact, loan terms, and
confirmation of assignability.

Asset Purchase Agreement

-
@
o
QD
(9]
[l
@
o

I.C.52

Please confirm whether Centurion is
assuming Prospect’s: (a) MAAP liabilities;
(b) any liabilities under assumed provider
agreements; and/or (c) asbestos removal
liabilities. Please explain and identify how
any/all such liabilities are factored into the
relevant financial pro formag(s).

Asset Purchase Agreement

a) There are none.

b) The New CharterCARE System will assume the
existing provider agreements pursuant to APA
Sections 2.1(a)(xi1) and 8.19 and will assume the
ongoing responsibilities under these contracts.
However, to the extent Prospect breached an
agreement prior to closing, Prospect is obligated for
that liability.

c) Yes, the New CharterCARE System will assume
the liability for asbestos removal pursuant to APA
Section 2.3(b).

d) There are no known liabilities at this point in time.
To the extent that there are any unknown liabilities,
CharterCARE Health of Rhode Island will manage
them using its reserves and free cash flow.

I.C.53

What is the total amount of fees to be paid
to each investment banking firm engaged in
connection with the Proposed Transaction?

Asset Purchase Agreement

The fees for each investment banking firm [ERESERI
I o< included in their respective engagement
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Who will be responsible for paying such
fees? If Centurion, will those fees be
considered Acquisition Fees that get paid
for from the proposed tax-exempt bond
financing?

letters at Confidential Exhibit 13. Prospect is responsible
for FRERER Centurion is responsible for [FRESELN

ERECEEI A cquisition Cost Budget.

[.C.54 | As set forth in the Asset Purchase Asset Purchase Agreement Based on correspondence with Julia Harvey, Esq., the
Agreement, please identify each entity to Transacting Parties understand that this question is
whom Prospect will assign ownership referring to Centurion rather than Prospect.
rights after it acquires the “Purchased
Assets,” and which “Purchased Assets” Following closing of the Proposed Transaction, Centurion
shall be transferred to each entity. is currently planning that assets will generally stay with the
respective successor entity that currently owns them. For
example, the current assets of RWMC will generally stay
with the successor entity of RWMC (CharterCARE
RWMC). Similarly, the current assets of OLF will
generally stay with the successor entity of OLF
(CharterCARE OLF).
I.C.55 | Please provide a breakdown of acquisition | Asset Purchase Agreement
costs incurred to-date compared to budget ]
(as estimated for purposes of development
of the Acquisition Cost Budget).
[.C.56 | Have the disclosure schedules been Asset Purchase Agreement No.
updated since November 2022 (Section
5.2(b))? If so, please provide.
[.C.57 | Please provide detail supporting the Asset Purchase Agreement The Acquisition Cost Budget was formulated based on the

Transacting Parties’ good faith belief of the cost of the
Proposed Transaction based on its size and the cost of
other transactions of this size.
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Please see the response below to 1.C.66.
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1.C.69

I.C.70
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I.C.71

Please indicate how the forward-
looking/post-transaction financial estimates
consider delays in collections related to
Medicare, governmental, and other
consents/approvals, licensure, and/or
regulatory requirements.

The financial projections incorporate the historical time-
frame for all collections. The historical performance and
budget of Prospect CharterCare was used as the basis upon
which the EBITDA bridge initiatives were built.
Accordingly, all delays in collections have been
incorporated into the forward-looking projections. No
additional collection delays are anticipated. CharterCare
Health of Rhode Island will be assuming the provider
numbers of the Existing Hospitals. To the extent delays are
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encountered, sufficient days cash on hand will provide
means to withstand the delay.

L.C.72

Is the Plan B document also a volume
submitter document from Does
it have a favorable determination letter?

Ex.

52

The Plan B plan is not a volume submitter document from
Please see C-CNT-PMH-010162 through C-
CNT-PMH-010164.

I.C.73

Is Plan B maintained pursuant to a
collective bargaining agreement(s)?

Ex.

52

Yes, the plan is a collectively bargained plan.

I.C.74

Have the plans been operated in
compliance with these documents?

Ex.

52

I.C.75

Have participant contributions been timely
deposited into the plans’ trusts?

Ex

52

I.C.76

Are there any restrictions on terminating
the plans?

Ex.

52

L.C.77

Are there any pending or threatened
lawsuits against the plans, fiduciaries or
trustees in relation to the plans, or pending
or threatened claims against the plans that
could lead to future litigation?

Ex.

52

I.C.78

Are there any Voluntary Correction
Program filings with the IRS or Voluntary
Fiduciary Correction Program filings with
the DOL?

Ex.

52

L.C.79

Have the plans been audited by the IRS or
the DOL in the last 3 years?

Ex.

52

1.C.80

Yes

Yes

No

No

No

No
]
.
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I.C.81 | Section 5.11 requires the buyer use best Asset Purchase Agreement There is no update on the status of this process because
efforts to complete the acquisition Centurion cannot begin the financing process until
financing prior to or by closing — please approval for the Proposed Transaction is obtained.
provide an update on the status of this
process.

[.C.82 | Will Centurion consolidate the financials of Yes. Centurion will account for CharterCARE Health of
the New CharterCARE System post- Rhode Island pursuant to GAAP, which requires a
conversion? reporting entity to consolidate an entity that it controls.

1.C.83 | Please confirm whether Centurion will be | Apx. C No, Centurion will not be part of the obligated group.
part of the obligated group.

[.C.84 | How were the 6.03 percent (tax-exempt) Apx. C
and 7.28 percent (taxable) probable interest
rates estimated? When were they ]
estimated? I Given the volatility of the interest rate market

and environment, these amounts will inevitably be
different by the time the New CharterCARE System is able
to obtain financing.

[.C.85 | What has informed the Apx. C. These estimates are based on Centurion’s experience with
I’ Have the parties secured prior financing. No specific quotes have been obtained yet
quotes? If yes, please provide. given the uncertainty of when Centurion will be going to

the market for this financing.

I.C.86 | Please provide a detailed comparative Ex. 48 Please see C-CNT-PMH-011448 through C-CNT-PMH-
summary of the historical costs allocated to 011449 related to intercompany charges detail for the
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the functions that will be brought in-house current Prospect CharterCARE System and C-CNT-PMH-
and the new anticipated in-house costs, 010135 through C-CNT-PMH-010161 or the calculation
including the required investments in related to the initiatives.

staffing, systems, consultants, etc. Based
on the responses to the application, these
areas include (but may not be limited to)
the following:

a) Human Resources;

b) Information Technology;
c) Supply Chain;

d) Managed Care contracting;
e) Revenue Cycle;

f) Compliance;

g) Finance;

h) Physician group leadership and
management;

i) Strategy;

j) Marketing; and

k) Other.

1.C.87 | Please provide a comprehensive listof all | Ex. 48 All costs required to support the integration plan and
capital and other incremental operating associated financial improvements are included in the
costs (including physician recruitment financial plan at Confidential Exhibit 1. Please also see C-
and retention) that would be required to CNT-PMH-010135 through C-CNT-PMH-010161.
support the integration plan and
associated financial improvements,
including but not limited to:

a) Behavioral health service line

reboot/additional beds;

b) Critical Care bed expansion;

¢) Orthopedic service line expansion;
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d) Primary care service line

expansion;

e) Investment in facilities
to “allow for additional
observation/acute
admissions”;

f) Development/growth of
ambulatory services and
offerings — including
orthopedics and
gastroenterology;

g) Strategic investments in
cancer, orthopedics, bone
marrow, primary care,
emergency services and
behavioral health;

h) Development of outpatient
facilities in Johnston,
Rhode Island;

i)IT;

a. Upgrading the Meditech
platform;

b. Three-year
replacement program
for hardware and
software needs;

c. New cybersecurity system;

d. Improved
IT/equipment
systems in nurse call
system;

54
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e. Modernization of
emergency department at
OLF;

f. Replacement of any
systems that have
historically been
outsourced/centrally
provided (e.g., revenue
cycle, financial
systems/reporting, etc.);
and

j) Improvements to working
environments for staff in
identified clinical areas.

respect to how Centurion will achieve its
organizational goals of providing high

1.C.88 | Please provide Centurion Consolidated Please see C-CNT-PMH-010165 through C-CNT-PMH-
Financial Statements and Notes for fiscal 010166. This is the most current Consolidated Financial
year end 2023 including all adjusting Statement and Notes for Centurion.
entries.

[.C.89 | Please provide supporting analysis that the | Ex. 48 redacted
parties will be able to negotiate more
favorable third-party payer contracts post-

Proposed Transaction.
D. Centurion’s Tax-Exempt Status:
[.D.1 | Please provide a detailed explanation with | Q. 39 Please see the EBITDA Bridge and the integration plan for

a detailed explanation with respect to how the New
CharterCARE System will provide high quality and needed
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quality and needed services to the
communities of the New Hospitals’ while
ensuring their stability for the future and
reinvesting in the local community. Please
include examples of how much and under
what circumstances Centurion would
reinvest in the local community.

services to the communities of the New Hospitals while
ensuring their stability for the future and reinvesting in the
local community. The New CharterCARE System will
reinvest any revenue in excess of expenses in a given year
in the New Hospitals and local community as set forth
above.

community stakeholders to evaluate unmet
community needs of the New Hospitals? If
so, who and when? What were the finding?

[.D.2 | If the New CharterCARE System becomes | Q. 1 The programs set forth in the CHNA are already in the
tax-exempt, please explain whether the budget within various departments as applicable. Once a
New CharterCARE System has budgeted new CHNA is completed, CharterCARE Health of Rhode
for the CHNA. Island will review and revise its budget as necessary.

I.D.3 | Please specify why Centurion’s strategic Ex. 45 As referenced in the question, the CHNA is primarily
plan to enhance access and meet the needs drafted by the Hospital Association of Rhode Island in
of the community relies upon an assessment concert with its consultant. The CHNA’s initiatives are
performed by a for-profit hospital system currently serving the Existing Hospitals’ local community.
(even if the Prospect CHNA was jointly When the CHNA is updated in 2025, the New
performed with other nonprofits). CharterCARE System will revisit its implementation

strategy.

[.D.4 | Please provide Centurion’s annual capital Centurion will not be making any annual capital
commitment to addressing the identified commitment to address the needs of the community.
needs of the communities of the New However, any revenues in excess of expenses generated by
Hospitals and confirm whether those the New CharterCARE System will be reinvested in the
capital commitments are reflected in the New Hospitals and the local community.
pro forma(s) included in the application. If
so, please reference the document.

[.LD.5 | Has Centurion had any meetings with Q. 45-46 No, however, the local management team are involved in

the community and have deep relationships with the
community and its stakeholders. That management team,
as a result, has an understanding of the unmet community
needs. Additionally, the community board members of
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CharterCARE Health of Rhode Island are active in the
community and can provide insight on the needs of the
local community.

nonprofit status will enable the New
CharterCARE System to reinvest in the
local community and further its mission”.
In your response, please confirm whether
those commitments will remain if the
proposed profit margins are not achieved.

[.LD.6 | How many other community non-profit Centurion has not yet directly consulted with any other
providers has Centurion consulted community non-profit providers. However, the local
regarding the establishment of a management team are involved in the community and have
collabora.tive approach to meeting the deep relationships with the community and its
community’s needs? Please describe. stakeholders. Additionally, the community board members

of CharterCARE Health of Rhode Island are active in the
community and can provide insight on the needs of the
local community.

I.LD.7 | Please provide copies of the written Q.39 Please see Confidential Exhibit 39 for the current
regulatory compliance program as it relates regulatory compliance program and the response to Exhibit
a nonprofit tax-exempt entity, along with a 39 for a description of program staff responsible for
description of the compliance program staff compliance. The Vice President of Compliance, as well as
responsible for compliance with tax- the CFO as warranted, will be responsible for compliance
exempt rules. with tax-exempt rules. The current regulatory compliance

program will be updated as necessary closer to closing of
the Proposed Transaction.

I.D.8 | Please provide copies of IRS Form 1023 Q.23 Please see C-CNT-PMH-010167 through C-CNT-PMH-
for each of the newly formed Centurion- 010447.
related Transacting Parties.

[.LD.9 | Please explain in detail how the “returnto | Appx. F. 29 If revenue exceeds expenses in a given year, the New

CharterCARE System will reinvest all such excess revenue
in the New Hospitals and local community allowing it to
further serve its mission, as set forth above.

If revenue does not exceed expenses in any given year, the
return to non-profit status will still facilitate the New
CharterCARE System to fulfill its organizational mission
and provide quality care to the local community through,
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for example, its already budgeted initiatives, its mission,
and governance.

I.D.10

Please provide a detailed explanation of the
basis for Centurion’s statement that “the
Proposed Transaction was viable and in
line with Centurion’s charitable mission.”

Appx F. 29

Centurion’s mission is to help charitable organizations
achieve their purposes by developing, arranging financing,
and leasing facilities. Centurion strives to help charitable
organizations do good and do well. Centurion has been
providing this support of other charities’ missions for
almost thirty years. Centurion now desires to elevate and
support the New CharterCARE System. Centurion
performed its own financial analysis of the current
CharterCARE system (in conjunction with QHR) and
engaged outside counsel familiar with the healthcare
industry. With this expertise, Centurion determined that the
Proposed Transaction was viable, and the New
CharterCARE System is likely to succeed under a
nonprofit model.

I.D.11

Please explain why Centurion changed its
tax status from a 5011(3) to private
foundation status. In addition, explain how
Centurion will comply with the specific
IRS regulations applicable to private
foundations, who Centurion lists as
disqualified individuals, and how it will
maintain its status as an exempt operating
foundation.

Centurion is the sole corporate member of CharterCARE.
Centurion has the ability to control CharterCARE as a
result of its power to appoint all members of
CharterCARE’s Board of Directors subject to certain
requirements in the Bylaws, but Centurion does not “own”
CharterCARE. As a result, Centurion will not be required
to make any changes to continue to comply with federal
tax laws and regulations applicable to exempt operating
foundations.

Centurion has been recognized by the IRS as an exempt
operating foundation described in Section 4940(d)(2)
pursuant to a determination letter dated August 14, 2020.
Centurion will continue to qualify as an exempt operating
foundation for the foreseeable future. Centurion’s status as
the sole corporate member of CharterCARE Health of
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Rhode Island will not impact in any way Centurion’s
current status as a tax-exempt organization under Section
501(c)(3), an operating foundation under 4942(j)(3), or
exempt operating foundation under Section 4940(d)(2).

To qualify as an exempt operating foundation, a private
foundation must have the following characteristics:

1. Qualify as an “operating foundation” pursuant to
Section 4942(3)(3);

2. Be publicly supported for at least 10 years;

3. Have a board that consists of individuals that are
broadly representative of the general community;
and

4. Less than 25% of the individuals on the Board are
“disqualified individuals.”

Since its formation in 1996, Centurion has not had, does
not currently have, or ever will have, any person who is a
“disqualified individual” serve on its Board.

According to Section 4949(d)(2)(C), a person is a
“disqualified individual” if he or she is:

1) As substantial contribution to the foundation;

2) An owner of more than 20% of the combined
voting power of a corporation, the profits interest of
a partnership, or the beneficial interest in a trust or
unincorporated enterprise which is a substantial
contribution to the foundation; or

3) A member of any of the foregoing.

Since its formation in 1996, Centurion’s Board of Directors
has consisted, currently consists, and will continue to
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consist of individuals that are broadly representative of the
general community. The “representative governing body”
standard is virtually identical to the “facts and
circumstances” test for public charity status under Section
170(b)(1)(A)(vi). According to Treas. Reg. §1.170(A)-
9(e)(3)(v), a governing body will be treated as
“represent[ing] the broad interests of the public” if it is:

“comprised of public officials acting in their
capacities as such; of individuals selected by
public officials in their capacities as such’ of
persons having special knowledge or expertise
in the particular field or discipline in which the
organization is operating; of community
leaders, such as elected or appointed officials,
clergymen, educations, civic leaders, or other
such persons representing a broad cross section
of the views and interests of the community;
or, in the case of a membership organization,
of individuals elected pursuant to the
organization’s governing instrument or bylaws
by a broadly based membership.”

Each member of Centurion’s Board of Directors was
selected because of his or her demonstrated community
and civic interest and leadership, his or her special
knowledge and expertise in the charitable programs and
activities which constitute the basis for Centurion’s tax-
exemption under Section 501(c)(3), and history of active
involvement and influence in community and civic affairs.

[.D.12

Yes, there has been further correspondence with the IRS
over the nearly 30 years of Centurion’s history. jj
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| |
I |
[.D.13 | Please explain what qualified Centurion as | Q. 1 Please see the response to I.D.11, the IRS Determination
a 5011(3) and provide a list of what letter regarding Centurion’s non-profit 501(c)(3) status at
charitable contributions Centurion has Confidential Exhibit F37, and the independent legal
made while a 5011(3). opinion regarding Centurion’s non-profit 501(c)(3) status
at Confidential Exhibit F37. Regarding charitable
contributions, please see the response to 1.D.27.
[.D.14 | Please provide a percentage of Centurion redacted
and its affiliated entities’ profit that was paid
to Centurion’s senior leadership and or
board members in fiscal years 2020, 2021,
2022 and 2023.
[.D.15 | Please explain whether there were any IRS | Q. 1 There are no IRS communications calling into question
communications that called Centurion’s Centurion’s tax-exempt status.
tax-exempt status into question. If so,
please provide.
[.LD.16 | Has Centurion submitted a 2023 9907 If so, | Q. 1 Centurion has not yet filed its 2023 Form 990. Centurion
please provide. plans to file its 2023 990 prior to the final deadline of May
15, 2024.
[.D.17 | In 2020, Prospect’s charity care was listed See Appendix A for charity care projections.
as $1,094,000. Please provide Centurion’s
budget for its charity care amount for the
first fiscal year of operations.
[.D.18 | Please explain how Centurion defines Q.17 As defined by the federal government, traditionally
“traditionally underserved populations”. underserved population refers to groups that do not have
adequate access to medical care, including, but not limited
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to “rural, elderly, low-literacy, blue collar, and poor
populations.” According to the Federal Government, while
minority ethnic groups are not per se included, they may
often belong to one or more included categories, as well as
individuals with special needs and homeless people. See
Toolkit for Patient-Focused Therapy Development,
https://toolkit.ncats.nih.gov/glossary/underserved-group/.

propositions is its tax- exempt status and
charitable mission, please explain why the
citizens of Rhode Island should not expect
to see significant increases in charity care
provided by the New CharterCARE System
in comparison to that provided by Prospect
through the Existing Hospitals — especially
considering the New Hospitals are safety net
hospitals. For example, Prospect shows its
charity care approximately $7,732,838 on

[.D.19 | Please explain why Centurion has stated Q.16 Centurion has not stated that “it will provide the minimum
that it will provide the minimum level of level” of charity care required under Rhode Island law. It is
charity care required under Rhode Island not clear to what statement this question refers. Please see
law for the New CharterCARE System. the response to Question 45 regarding the provision of

charity care.

[.D.20 | Please explain why Centurion’s financial Q.16 It is common in the industry to extend financial assistance
assistance does not extend to those at the to those individuals who make 400% of the Federal
400% of the Federal Poverty Income Poverty Income Guidelines or less. There are no
Guidelines. requirements that financial assistance to be provided to

individuals above that threshold. The New CharterCARE
System anticipates this is an appropriate threshold to
provide financial assistance to the community without
jeopardizing the financial health of the New CharterCARE
System.

[.D.21 | Given that one of Centurion’s core value Q.16 The New CharterCARE System anticipates providing a

level of financial assistance to the community without
jeopardizing the financial health of the New CharterCARE
System and based on the needs of the community. Since
the New Hospitals are safety net hospitals, the first priority
is to stabilize the New CharterCare System’s financial
health as it transitions to a nonprofit system. Additional
charity care may be considered in the future if it is needed
in the community and the New CharterCARE System is
able to support it.
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an annual basis and the New Hospitals
project $9,250,000.

explain why Centurion believes that
Prospect’s existing charity care policy
provides “robust charity care” for
Centurion to model after. With your

[.D.22 | Please describe the nature of the tax Q.20 As set forth in the CEC Application at Question 20B,
dispute in South Windsor, CT and whether Centurion Holdings 1, Inc. is a plaintiff in a Connecticut
the Town of South Windsor is disputing Superior Court case captioned “Centurion Holdings 1, Inc.
Centurion’s tax-exempt status. v. Town of South Windsor and Mary Huda, Assessor for

Town of South Windsor, HHB-CV22-6073236-S,” which
involves an appeal of property tax assessment. There is no
further responsive information. The Town has not disputed
Centurion’s tax-exempt status.

[.D.23 | What controls, if any, will Centurion place As the New CharterCARE System will operate as a non-
on funds raised through the New profit for the benefit of the hospitals and providing quality
CharterCARE System to ensure that they care to the local community, the entire financial internal
are used exclusively for the benefit of the control system of the New CharterCARE Health System
New Hospitals? will serve to ensure that its funds are used exclusively for

the New Hospitals and the CharterCARE Health of Rhode
Island facilities.

[.D.24 | Please explain whether Centurion will Q.44 The New CharterCARE System will not include bad debt
include bad debt in its calculation of in its calculation of charity care. The New CharterCARE
uncompensated charity care. If so, what System will include both bad debt and charity care in its
amount represents bad debt versus charity calculation of uncompensated care. Please see the response
care? to HCA Question 44a for the definition of and distinction

between uncompensated care, charity care, and bad debt.

[.D.25 | As a tax-exempt organization, please Q.45 The New CharterCARE System is not modeling its charity

care policy after Prospect’s policy. As stated in the original
answer, the New CharterCARE System is adopting its own
policies, including a new charity care policy. The New

CharterCARE System believes the new policy will allow it
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response, please include what benchmark
this was evaluated against.

to provide robust charity care as compared to industry
standards.

[.D.26

As the potential tax-exempt owner of two
safety net hospitals serving an
economically disadvantaged population,
please explain why Centurion has
determined the levels of charity care
provided by Prospect are sufficient to meet
the ongoing needs of the community served
by the New Hospitals. With your response,
please include what specific investments
that Centurion will make to ensure
sufficient behavioral health, chronic
disease, maternal and child health services
remain available within the community.

The HCA Application does not include a statement that
Centurion “determined the levels of charity care provided
by Prospect are sufficient to meet the ongoing needs of the
community.” The New CharterCARE System is adopting
its own policies, including a new charity care policy. The
New CharterCARE System believes the new policy will
allow it to provide robust charity care as compared to
industry standards. In addition, the New CharterCARE
System anticipates providing a level of financial assistance
to the community without jeopardizing its financial health
and based on the needs of the community. Since the New
Hospitals are safety net hospitals, the first priority is to
stabilize the New CharterCare System’s financial health as
it transitions to a nonprofit system. Additional charity care
may be considered in the future if it is needed in the
community and the New CharterCARE System is able to
support it.

While Centurion itself will not make an investment to
ensure that sufficient behavioral health, chronic disease,
maternal and child health services remain available within
the community, the existing services are included in the
financial plan (Confidential Exhibit 1) and the New
CharterCARE System will re-invest all revenue in excess
of expenses into the New Hospitals and community
programs.
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1.D.27

Please explain why Centurion did not make

any charitable donations in fiscal year 2022.

Additionally, please provide Centurion’s
charitable donations in fiscal year 2023.

For information regarding charitable donations, please see
Centurion’s 990s. Centurion is an operating foundation and
is not required to make charitable donations. As stated in
Response to Question 1.D.29, Centurion has not had excess
cash because it has been in an aggressive growth mode to
help its nonprofit clients.

1.D.28

Please explain why Centurion is being
reimbursed for the transaction fees from
the Proposed Transaction tax-exempt bond
financing.

The Transacting Parties read this question to be referring to
“Acquisition Costs” as defined in the APA and
amendments thereto. Prospect and Centurion negotiated
this reimbursement as part of the Proposed Transaction.
Prospect agreed to reimburse Centurion for its Acquisition
Costs in order to ensure that the New CharterCARE
System has the foundation to operate successfully
following closing.

1.D.29

How often is excess cash available to
contribute to Centurion’s nonprofit clients
or affiliates? What was the excess cash
contributed by Centurion in fiscal years
2023, 2022 and 2021?

There has not been excess cash as Centurion has been in an
aggressive growth mode to help its nonprofit clients.

1.D.30

Centurion states “...that under the current
for-profit approach, the Existing

Hospitals couldn’t serve the community
as much as possible within a non-profit
framework.”

What does the aforementioned statement
mean, given that in the first application
submission, Centurion stated that Prospect
did an excellent job in serving the
community and that in essence, it will step
in its shoes?

Centurion has not stated that it will “step in[to Prospect’s]
shoes.” From Centurion’s standpoint, while Prospect has
provided numerous community benefits, it is limited due to
its for-profit status. As a non-profit health system, the New
CharterCARE System will not only be reinvesting any
revenue in excess of expenses into the New Hospitals and
the surrounding community, but it will also have access to
funding (e.g., grant funding, donations) to aid in its
programs for the local community that a for-profit system
would not be able to access.
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including examples, of how the New
CharterCARE System will promote local
leadership and reinvest in the New
Hospitals.

[.D.31 | What is Centurion’s specific plan to Ex. 48 The CharterCARE Health of Rhode Island, New Hospital
identify worthwhile local entities for Advisory Boards, and local management team will identify
investments from fundraising activities and such entities.
partnering with key organizations to
improve health care and the quality of life
in Rhode Island?

[.D.32 | In response to Deficiency 186, Centurion While Centurion will not provide any capital to the New
stated that it will also assist in efforts to CharterCARE System, the New CharterCARE System will
improve environmental determinants of reinvest all revenue in excess of expenses in the New
health in the community by supporting Hospitals and the local community. The New
key initiatives and partnering with other CharterCARE System is currently identifying priority areas
organ1zat19ns yvho WI,H have‘expenence for such reinvestment. It is worth noting, however, that the
?}Illgls?[:iertlse in certain specific areas of New CharterCARE System plans to continue Prospect

' CharterCARE’s dedication to ensuring access to the local
What is the annual budgeted capital community for §uch treatments, including, for examp‘le, ij[s
commitment by Centurion to address each substance use disorder and cancer centers. Such funding is
of the determinants of health identified already included in the pro forma submitted in
with respect to heart disease, cancer, Confidential Exhibit 1.
obesity, substance use disorder?
[.D.33 | Please provide a detailed description, Q.52 Centurion is dedicated to empowering local leadership to

make the best decisions possible for the New
CharterCARE System. It will do so by retaining the
leadership and senior management of the Existing
Hospitals for the New CharterCARE System and allowing
them to guide the New Hospitals through this pivotal
period of transition. Likewise, Centurion will provide any
guidance and council as needed by the local leadership
team. With respect to reinvestment in the New Hospitals,
as set forth herein, if the New CharterCARE System’s
revenues exceed expenses in a given year, it will reinvest
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that amount in the New Hospitals and the community. The
local leadership team in concert with Centurion is
developing a list of priority areas for such reinvestment.
[.D.34 | Please provide complete Forms 990-PF (and | Form 990-PF Centurion does not have any additional documentation to
schedules) and audited financial statements produce. The documents produced are the entirety of the
from past four fiscal years. Forms 990-PF and schedules. The copies provided were
the filed copies given to Centurion by its accountant for its
Note: Some schedules were not included as records. If there are specific schedules that the RIAG
required by Form 990-PF. believes are missing, Centurion will review further and
address if they exist.
[.D.35 | Please provide an explanation for changes redacted
in savings and temporary cash investments
over last four fiscal years as reported on
Part II of Forms 990-PF.
L.D.36
.
I
.
I
[.D.37 | Describe any familial or business Form 990-PF Greg Grove’s sister, Mitzi Ball, is on the Centurion
relationships among Centurion Foundation Board of Directors. Ms. Ball has been on the
Foundation’s officers, directors, members Board of Directors since it was founded in 1996. Ms. Ball
and/or managers and/or Centurion was not compensated for her role on the Board until board
Foundation’s affiliated entities and highest compensation began at Centurion in 2022. As set forth in
paid independent contractors. Ms. Ball’s biography, she is a tax attorney specializing in
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work with non-profit organizations. Otherwise, there is no
further responsive information.

independent contractors listed on Part VIII

[.D.38 | Please provide sources of compensation Centurion’s officers and directors receive no compensation
paid to officers and directors of Centurion from Centurion’s affiliates. The officers and directors of
Foundatign from its affiliated Centurion only receive compensation from Centurion.
organizations.

[.D.39 | Please provide tax returns for each Form 990-PF The only entities with separate IRS Form 990’s are
affiliated entity if they file separately from Centurion Holdings 1, Inc. and the Centurion Foundation
Centurion Foundation. of Massachusetts, Inc. All other Centurion affiliates are

consolidated into Centurion’s filing.

1.D.40 | Please provide all correspondence between | Form 990-PF Since its founding in 1996, Centurion has from time to
the Internal Revenue Service and time submitted and received correspondence to and from
Centurion Foundation since formation. At a the IRS. None of this correspondence consists of any
minimum, provide all correspon.dence audits, inquiries, or adverse determinations with respect to
relating to requests for changes in Centurion’s 501(c)(3) status. Please see Confidential
'Centurilon F oundat{on_’s exempt status Exhibit F37 for the Form 1023 for the Centurion
including, but not limited to, its May 8, Foundation, the IRS Exemption Determination Letter, and
2020 letter to the IRS, Form 8940, and all : ; . . .,
correspondence with the TRS after May 8, an independent legal opinion regardlng Centurion’s non-
2020. profit 501(c)(3) status. Further production of

correspondence would be unduly burdensome and not
relevant, especially in light of the documents included at
Confidential Exhibit F37.

1DAl
I .
| I

I
. |
1.D.42 | Centurion Foundation’s highest paid Form 990-PF Each construction project is a facility Centurion is building

for a health system and has entered into a lease by which
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of Forms 990-PF include construction
companies and architects of approx..
$23M in compensation in fiscal year 2020
and approx. $20M in compensation in
fiscal year 2021. Please describe the
construction projects and their purposes.

the health system will occupy the facility on a favorable
basis.

Inc.’s 2021 Form 990 PF, as of June 30,
2022, it had $145,415,504 in bonds payable.
How will the Proposed Transaction impact

[.D.43 | Please explain the purpose and recipient of | Form 990-PF Other Professional Fees reflects amounts paid to
“Other Professional Fees” listed on Part I I 0! insurance services and
of Form 990-PF ($36,418 in 2020 and for business development/marketing
$162,729 in fiscal year 2021). services.

[.D.44 | Provide the accompanying schedule for Form 990-PF It is unclear what schedule this question is requesting.
Line 7 of Part II of Form 990-PF, which However, please see C-CNT-PMH-010448 through C-
identifies the borrower and any other CNT-PMH-010448.
required information.

[.D.45 | Did Centurion Foundation request a tax- No.
exempt bond ruling from the IRS
confirming any impact on its exempt status
as disclosed in its Form 1023? If so,
provide a copy.

[.LD.46 | Has Centurion Foundation provided low- Yes, Centurion financed a dormitory for a religious-based
income housing and facilities for the charter school and facilities for developmentally disabled
housing and care of the elderly and individuals.
children’s day care facilities as noted in its
Form 1023?

1.D.47 | According to The Centurion Foundation, This transaction will not impact existing bond covenants.

Centurion has not obtained, nor does it need to obtain,
consent from the issuers to engage in this Proposed
Transaction. No assets involved in this Proposed
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Centurion’s outstanding bond covenants?
Has Centurion obtained consent from the
issuers to engage in this Proposed
Transaction? Will any assets involved in this
Proposed Transaction be pledged as security
for Centurion’s outstanding bonds?

Transaction will be pledged as security for Centurion’s
outstanding bonds.

CharterCARE Health of Rhode Island, Inc.
Bylaws, “Any Director may receive
compensation from the Corporation for
services rendered to, and reimbursement for
expenses incurred in serving the
Corporation as Director, or in a capacity
other than as a Director while conducting
activities on behalf of the System in
accordance with System Policy” (emphasis
added). If such a System Policy exists,
please provide a copy and clarify whether
this means Directors can receive payment
for serving as a director to the entity itself?
Does the System Policy (or any other policy
or practice) provide for Directors to be

[.D.48 | When will CharterCARE Health of Rhode CharterCARE Health of Rhode Island has appointed
Island, Inc. appoint the community community directors. As set forth in Exhibit 4, the current
directors as set forth within Section 4.2.1 directors of CharterCARE Health of Rhode Island are Ben
of its Bylaws? How does Centurion Mingle (Centurion), Greg Grove (Centurion), Jeff Liebman
interpret the provision, “Not less than one- (community), Edwin Santos (community), Maria Leonard
third of the Directors from time to time (community), J. Sue Painter (Centurion). Centurion plans
shall be Community Directors,” as to appoint the final community director prior to closing of
permitting a Board without Community the Proposed Transaction but has not yet identified that
Directors? individual.

[.D.49 | According to Section 4.5 of the The policy does not yet exist, but will be put in place prior

to closing. The policy will describe the expectations of
directors, which includes the directors being public
ambassadors for the New CharterCARE System, attending
board meetings, reviewing board materials, providing
strategic advice to leadership, etc.

Because of the high expectations placed on the directors,
the unique expertise required, and the potential risk of
liability, the policy will allow for director compensation.
Any payments made to the directors will be limited to an
amount equal to fair market value for the time spent
serving on the board.
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compensated for participation in board
meetings?

response to Question 55, please provide
specific examples of how the New

[.D.50 | The CharterCARE Health of Rhode Island This is a typographical error, and Centurion has amended
Articles of Incorporation provide that the the Articles in order to reflect the correct name of the
sole member of the corporation is member, which are reflected in C-CNT-PMH-010449
“CharterCARE of Rhode Island, Inc.” through C-CNT-PMH-010452.

“Health” is missing. The name is correct in
the Bylaws, but the Articles of Incorporation
would override the Bylaws. Has this error
been corrected?

[.D.51 | Please provide tax counsel’s opinions None exist
related to the issuance and feasibility of
tax-exempt bonds.

E. Access for Underserved & Vulnerable
Populations:

LE.1 Please describe how the New Q.55 The New CharterCARE System will use the CHNA
CharterCARE System will measure the process, in addition to the medical staff, hospital
need for programs and interventions departments, and social services department to monitor the
addressing the socio-economic and need for such programs and interventions. In addition,
environmental determinants of health and departments of the New CharterCARE System will
measure the impact of such programs monitor the impact of their programs. The New
interventions on health outcomes. What CharterCARE System’s local management team has
expertise does Centurion, or the proposed extensive experience in monitoring and developing such
management team have for identifying programs. For example, Donna Rubinate, the Chief
such needs? Executive Officer, Lynn Leahey, the Chief Nursing Officer,

and Kara Lefebvre, Director of Social Work and Case
Management, monitor and develop strategies for such
programs and interventions currently.

I.LE.2 | In addition to the information provided in | Q. 55 As set forth in the response to Question 55 of the HCA

Application, the New CharterCARE System will continue
and further expand the current outreach and services
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CharterCARE System will continue the
outreach and services directed to traditional
underserved communities performed by
Prospect, and how the New CharterCARE
System will expand those efforts, including
how the New CharterCARE System will
identify the need for programs and
interventions.

directed to traditional underserved communities. For
example:

e Following closing, the New CharterCARE System
will develop a physician recruitment plan and, as
part of that plan, will plan to recruit minority
physicians to foster medical staff diversity;

e The New CharterCARE System will enact the
financial assistance policy at Exhibit 45.

e The local leadership team of the New
CharterCARE System will meet with and foster
relationships with community stakeholders to aid in
identifying the need for and developing programs
for traditionally underserved populations.

Furthermore, the response to Question 56(b) of the HCA
Application outlines numerous strategies and tactics to
address barriers to access to care for behavioral health,
chronic disease, and maternal/children health. The New
CharterCARE System plans to continue these efforts. Upon
the issuance of an updated CHNA, the New CharterCARE
System will develop new strategies and programs to
address areas of need.

LLE3

Please provide Centurion’s stated plan and
capital commitment for it to systematically
work to remove obstacles to health
including poverty, discrimination, racism
within and outside the health care system,
including but not limited to, safety for
undocumented immigrants, anti-
discrimination, language access for people
who are not fluent in English and for the

Q.55

The New CharterCARE System will continue the current
programs offered by Prospect CharterCARE and,
following closing and issuance of an updated CHNA, will
develop new strategies and programs to remove obstacles
to access to healthcare. Please see the responses to
Questions 55, 56, and 57 of the HCA Application. While
Centurion will not make a capital commitment, the New
CharterCARE System will reinvest all revenue in excess of
expenses in a given year. The areas of priority for such
reinvestment are in development.
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deaf and hard of hearing and visually
impaired.

Centurion will improve health outcomes and
disparities across the life course, focusing
on equity and the integration of behavioral
health (including mental health and
substance use) with physical health
(including oral health). If there is no specific
plan, please describe the reasons why there
is not a plan included in the application.

LLE.4 | With respect to the information provided in | Q. 56 Following closing, the New CharterCARE System will
response to Question 56, please indicate continue Prospect CharterCARE’s current efforts to
additional or new efforts to be undertaken measure and reduce/eliminate health disparities in its
by the New CharterCARE System, community area. Following the revised CHNA, the New
including how it will measure outcomes CharterCARE System will update its efforts to measure
attI“lbutE'lble to Fh.e items listed gnd continue and reduce/eliminate health disparities based on the
to identify additional interventions to specific need identified in the community at that time
reduce or eliminate health disparities in the p y ’
service area(s) of the New Hospitals
following the closing of the Proposed
Transaction should it be approved.

LE.S Please describe how Centurion will To promote social cohesion and connectedness to achieve
promote social cohesion and connectedness patient engagement and support recovery from addiction,
to achieve patient engagement and support the New CharterCARE System will continue its work with
recovery from addiction both before and Anchor Recovery Center and their Peer Recovery coaches
after the closing of the Proposed in the emergency departments. Additionally, the New
Transaction should it be approved. CharterCARE System will continue to offer support

groups.

ILE.6 | Please provided a specific plan as to how Q.57 Currently, the New CharterCARE System will use the

CHNA as a plan for improving health outcomes and
disparities focusing on equity. Following closing, the New
CharterCARE System will use the CHNA, as well as input
from community leaders, to guide its efforts in improving
health outcomes and disparities in the community.
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LLE.7 | Aside from continuing the efforts of Q.57 Please see I.E.2 and L.E.5. As set forth therein, the New
Prospect described in response to Question CharterCARE System will continue the significant efforts
57, what new or additional commitments of Prospect CharterCARE and expand those efforts. It will
will the New CharterCARE System make use the updated CHNA and input from community leaders
with respect to providing and achieving to achieve improved health outcomes and promote social
improved health outcomes and promoting cohesion and connectedness to achieve active patient
social cohesion and connectedness to engagement and support recovery from addiction.
achieve active patient engagement and
support recovery from addiction as
requested by Question 57?

LLE.8 | Please provide evidence and details Q.17 Centurion is not planning to “emulate” Prospect. However,
regarding Prospect’s “track- record in the Prospect has, for example, provided numerous free COVID
community” for providing services and vaccine clinics, clinic services at its St. Joseph’s clinic that
care to traditionally underserved moved to a larger updated location on the RWMC campus,
populations that Centurion plans to participated in community education and outreach
emulate. initiatives to increase awareness of substance use disorders,

distributed Narcan 2, created a food pantry, and partnered
with the East Bay Recovery Center to established
improved patient access.

LLE.9 | Please describe how Centurion will Q.57 Please see response to I.E.S5.
promote social cohesion and connectedness
to achieve patient engagement and support
recovery from addiction both before and
after the closing of the Proposed
Transaction should it be approved.

LLE.10 | What specific capital investments will Q.55 The Transacting Parties did not state that emergency
Centurion commit to making with respect departments are a lower cost option. Instead, in response to
to ED access for the underserved, and why Question 55, the Transacting Parties stated that the New
is that a lower cost option for access to CharterCARE System anticipates adding physicians in a
care? Are there any plans for providing number of areas, including emergency room services, “to
access to the underserved populations ensure that Rhode Islanders have sufficient access to
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outside of an emergency room setting? If
so, what are the plans and timeline for
implementation?

quality care in those areas.” The response to Question 55
also includes references to increasing access to primary
care and other specialty services. By increasing access to
these other services in the community, the New
CharterCARE System endeavors to reduce reliance on
emergency departments. While Centurion will not make a
capital investment, in addition to the already budgeted
amount for capital improvements, the New CharterCARE
System will reinvest all revenues over expenses in a given
year in the New Hospitals and the local community.

implementing a new EHR system along
with the associated estimated cost. In your
response, please include whether Centurion
has made any adjustments to its plan for an
EHR given the recent Prospect cyber-
attacks that negatively impacted clinical
operations.

LLE.11 | Please explain why there is no formal Q.52 The Transacting Parties did not require an impact analysis
impact analysis for the affected to review the Proposed Transaction or its effect on the local
communities both pre and post the community.

Proposed Transaction.

LLE.12 | In the absence of a formal impact analysis, | Q. 52 The response to Question 55(g) contains a detailed basis
please explain specifically what basis for Centurion’s belief that the Proposed Transaction will
Centurion has to expect that the Proposed have a significant positive benefit on the community.
Transaction will have a significant positive
benefit on the community.

F. Information Technology/Electronic
Health Records:

LF.1 Please provide Centurion’s timeline for Q.17 The New CharterCARE System will begin the process of

creating a formal plan for a new EHR system along with
developing the estimated cost following regulatory
approval of the Proposed Transaction. As a result of the
fluid nature of IT systems, cost of the plan development,
and the timeframe for regulatory approval, developing an
EHR plan now is not warranted as it would continually
evolve and require significant revision over time.
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Centurion has not made any adjustments to its plan for an
EHR given the recent Prospect cyber-attack. Instead, the
recent cyber-attack proved to Centurion that Prospect
CharterCARE’s local management team had greater
control of its IT environment than the other Prospect
hospitals.

Centurion states that it will quickly improve
IT by having computers on wheels, patient
monitors, communication devices and
patient identification scanners, along with
improvements in nurse call systems. Does
Centurion believe that these basic

I.LF.2 Please explain how Centurion will Ex. 48 Prospect CharterCARE’s EHR is currently fully and highly
implement its strategic plan with respect to functional. As previously stated, the New CharterCARE
the provision of “robust quality care” System does intend to upgrade or replace the current EHR
during the 24-36-month implementation system; however, the current system is fully and highly
period without a fully and highly functional functional and will allow for robust quality care until full
EHR. implementation of a new EHR system.

LE3 Please provide Centurion’s detailed 5-year Please see the response to I.LF.1. The New CharterCARE
plan for information technology systems System will begin the process of creating such a formal
maintenance, enhancement and plan upon regulatory approval given the fluid nature of IT
improvement including the anticipated systems.
costs and financial commitment.

LF4
I
.
|

LES With respect to clinical operations, Yes, as set forth in response to I.F.2, the current EHR

system is fully and highly functional.
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improvements will suffice while it replaces
the EHR in 3 years?

LLF.6 | What proof does Centurion have that
Prospect’s addition of I Prospect and Prospect CharterCARE, with the
will sufficiently protect against a cyber support of their numerous vendors, have confirmed that
security breach? Specifically, has Centurion their IT systems are sufficiently secure. Prospect
conducted a security risk assessment of the CharterCARE will supplement this response by February
Prospect IT system and an evaluation of its 6, 2024 with further information.
effectiveness?

LE7 Is the EHR fully restored since the The EHR has been fully restored since the ransomware
ransomware breach in August? If not, breach in August.
please describe.

G. Centurion Corporate Services
Agreement:

[.G.1 | Why can’t the services to be provided by Q.1 Centurion will add value to the New CharterCARE System
Centurion pursuant to the Corporate management team through Centurion’s officers and
Services Agreement be provided by the directors and expertise in different areas, e.g., financial
New CharterCARE System’s management management, governance, strategic planning. The services
team? and support Centurion will provide are limited and relate to

the role Centurion will play as the parent of the New
CharterCARE System, which are captured in the Corporate
Services Agreement.

G2 |[ESER redacted

1.G3
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LG4

I.G.5 | Please explain whether the New Hospitals
will enter into any other contractual
relationships with Centurion or any of its
affiliates if and when the Proposed
Transaction is approved. If so, please
identify the affiliate, the services to be
provided, and the associated costs to be
paid to the affiliate. What parameters are
there to prevent conflicts of interest or self-
dealing with Centurion affiliates?
[.G.6 | Please provide the methodology and
associated analysis supporting the a.
determination of the fees to be paid to
Centurion for services provided under
the Corporate Services Agreement,
including:

a)

[ ] b.
b)

—
[¢°)
(o)
QD
(9]
—
[¢°)
o

= =
9] (9]
Q. Q.
Q Q
(o] (o]
— —
[¢) [¢)
o o
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Bfcdacied |
]
]

redacted

Asset Use and Disposition:

LH.1

Are there any plans to have the New
CharterCARE System affiliate with any
other hospitals within the next 5-10 years
both in and/or outside of Rhode Island?

redacted

[LH.2

Will Centurion own any of the real
property that the New CharterCARE
System sits upon? Please describe. If so,
will there be a real property lease between
the hospitals and Centurion? If so, please
provide the proposed lease terms and their
impact on the relevant financial pro-
forma(s).

Q.16

No. The New Hospitals will own their own real estate.

ILH.3

Does Centurion have any plans to sell the
New CharterCARE System to private
equity, a venture capital group, or another
party?

Q.28

No, Centurion does not have any current plans to sell the
New CharterCARE System.

LH.4

Will Centurion have unlimited ownership
rights with respect to the buildings in
which the Existing Hospitals operate in and
the land on which the Existing Hospitals sit
on (collectively, the “Real Estate™)?

The land and real property will be owned by the New
Hospitals.
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respect to use of the property assessed
clean energy (“PACE”) Funds as related to
the Real Estate?

LLH.5 | Will Centurion transfer any real estate to a Centurion has no current plans to transfer any real estate to
REIT or other entity following the closing a REIT or other entity following the closing of the
of the Proposed Transaction? Proposed Transaction.

LH.6 | Is Centurion willing to agree that if the Centurion currently has no plans to sell the Real Estate to a
New Hospitals fail, they will not sell the non-health care organization or to a for-profit entity.

Real Estate to a non-health care However, as Centurion cannot predict the future, it cannot
organization or to a for profit entity? agree to such a commitment.

[LH.7 | Has Centurion considered whether it (or Centurion plans to comply with any restrictions related to
any other for-profit third-party management tax-exempt financing it receives for the Proposed
company) will have tax liability if Transaction. Centurion currently has no plans to enter into
Centurion enters into a management a management arrangement with a for-profit entity.
company relationship with such a third
party in space that is funded with tax-
exempt bonds?

ILH.8 | If the financial condition of the New While Centurion is not stepping in as a guarantor for the
Hospitals cannot be turned around, does New Hospitals, it has no current plans to close the
Centurion plan on closing the hospitals and facilities. It is pursuing the Proposed Transaction because it
re-purposing and/or leveraging real estate feels confident the New CharterCARE System can be
for purposes other than the provision of successful. If the unfortunate situation occurred where the
acute hospital services? New Hospitals cannot operate in a sustainable way on a

stand-along basis, Centurion would work with the state of
Rhode Island and the local community on the best path
forward for the benefit of the community. Centurion would
only leverage the New CharterCARE System’s assets to
benefit a charitable purpose and would not seek to make
any profit.

[LH.9 | What plans does Centurion have with If the New CharterCARE System assumes the PACE loans,

the remaining funds will be used on qualifying expenses
pursuant to the terms of the PACE loan. These funds are
part of the three year capital plan.
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I. Miscellaneous:

LI1 What concerns does Centurion have given Centurion believes that because it is not a health system, it
that 25 other health systems walked away can be successful once the Proposed Transaction occurs.
from the New CharterCARE System Centurion does not have the typical carrying costs that
transaction? other health systems have, which will allow the New

CharterCARE System to have lower overhead costs and a
shorter runway to obtain a healthy financial state.
Additionally, Centurion’s structure has a unique ability to
give more governance and control back to the local
community while bringing the New Hospitals back to
nonprofit status. Centurion is very excited about helping
the Rhode Island community create a successful New
CharterCARE System.

ILI.2 Please provide all internally developed There are no other internally developed reports related to
materials (that have not already been Centurion’s review of the Proposed Transaction and
provided) related to Centurion’s review of decision to proceed with the LOI, original Asset Purchase
the Proposed Transaction and decision to Agreement, and two amendments to the Asset Purchase
proceed with the letter of intent (“LOI”), Agreement.
original Asset Purchase Agreement, and
two amendments to the Asset Purchase
Agreement, specifically including (but not
limited to) the decision to proceed with the
Proposed Transaction without QHR
involvement.

L13 What conditions on the Proposed Asset Purchase Agreement Any conditions that would potentially be detrimental to
Transaction, if imposed by the Rhode Centurion’s current business, any hardships that would
Island Attorney General, would cause impact Centurion’s activities wholly unrelated to this
Centurion to terminate the Asset Purchase transaction, or any conditions that would threaten the
Agreement? viability of the New CharterCARE System moving

forward.

.14 Under the Asset Purchase Agreement, Asset Purchase Agreement Based on APA Section 8.1(a)(iv), as amended by the
when must the Closing occur so as not to Second Amendment, either party has the right to terminate
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trigger a termination of the Proposed
Transaction?

the APA on November 17, 2024 if the closing has not
occurred. Note that the APA does not provide for an
automatic termination on November 17, 2024, but just
gives the parties an option to terminate. The parties can
continue to proceed with the Proposed Transaction after
that date if they desire.

I.I5 Please explain why QHR was a party to the | Ex.13 QHR was not a party to the [EESCCIIEIGE
engagement letter. engagement letter; they simply received a copy of the

engagement letter.

LL6 As referenced in response to Deficiency Q.33 The management of each of home health, the freestanding
Question 127, please provide Centurion’s surgery center, and the employed physician group has
restructuring plan with respect to the recently shifted to local leadership. Specifically,
management functions of the home health
agency, freestanding surgery center, and the
employed physician group (CCMA).

.17 Please provide a copy of the Right of Asset Purchase Agreement This document will not be drafted and negotiated until a
Refusal Agreement referenced in the Asset closing date is set.

Purchase Agreement.

I8 Did the parties receive any responses to the | Ex. 11 &g did not receive any formal responses to the initial
drafted Request for Proposal? If not, please request for proposal/confidential information memorandum
confirm. If yes, please provide. process. It had only a few conversations until the letter of

intent with Centurion was formalized in 2022. Please see
C-CNT-PMH-010453 through C-CNT-PMH-010457 for
more information.

LL9 Ex. 13 redacted
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LL10 | Is the October 2023 FREE cngagement The October 2023 letter is the only engagement letter with
letter the only engagement letter with did not provide any services prior to
ERESEER ? Were the services October 2023.
provided prior to October 2023 not covered
under an engagement letter?

LL1 Apx. F6
|
I P casc
provide the Rhode Island results.

I1. Prospect

A. Prospect Finances: Transacting Parties Response(s)

II.A.1 | Please provide the amounts Prospect has expended in connection Please see C-CNT-PMH-010458 through C-CNT-PMH-
with capital investments and improvements for the Existing 010460 for Prospect CharterCARE.

Hospitals since June 1, 2021. Include with your response any and
all documentation evidencing such capital investments and/or
improvements.

II.A.2 | Please provide Prospect’s capital budgets for the last 3 fiscal Please see C-CNT-PMH-010135 through C-CNT-PMH-
years. 010161 for Prospect CharterCARE.

II.A.3 | Please provide any evidence, explanations or other support Prospect has dedicated significant investments to the
demonstrating that Prospect is not leaving the Existing Hospitals Existing Hospitals and, when the Proposed Transaction
in a worse condition than on June 1, 2021, when the prior closes, the Existing Hospitals will be in the same or
transaction was approved. better condition than on June 1, 2021. First, as set forth

in the RSM Report, Prospect has continued fund the
operating losses of the Existing Hospitals. See RSM
Report at 10. Second, as set forth above, RSM
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confirmed that Prospect had funded $12,040,601 in
capital expenditures between October 1, 2019 through
June 30, 2021. Moreover, Prospect has provided RSM
with evidence of over $24,000,000 in capital
expenditures for Prospect CharterCARE between
October 1, 2021 and September 30, 2023. Finally, as a
result of the purchase price, Prospect is ensuring that, at
closing, the New CharterCARE System will have 80
million dollars for operations at closing with a net
working capital of 0.

believes the amount of days cash on hand to continue operations
for the Existing Hospitals.

II.A.4 | What are the current losses at CharterCARE Medical Associates redacted
and what is the plan for addressing?
II.A.5 | Please explain whether there been a going concern opinion No, there has not been a going concern opinion prepared
prepared or issued with respect to the Existing Hospitals. If so, or issued with respect to the Existing Hospitals.
please provide said opinion(s).
II.LA.6 | With respect to documents submitted by the Applicants, Prospect | Ex. 004 Please see C-CNT-PMH-010468.
shows a projected (G
Please provide the actual amount (to date) of the losses for fiscal
year 2023.
IILA.7 | If cash is swept daily by Prospect, please provide what Prospect Ex. 6 Prospect believes that the current available cash for

Prospect CharterCARE is sufficient to continue
operations. It does not perform cash on hand
calculations for Prospect CharterCARE.
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II.A.8 | Please provide the fiscal year to date 2023 visit numbers for the Appx F. 47 | Please see C-CNT-PMH-010469.
Existing Hospitals and whether there has been a full recovery of
patient volumes since the COVID pandemic?

II.LA.9 | Please provide Prospect’s current cash and cash equivalent Please see C-CNT-PMH-010470 through C-CNT-PMH-
amounts. Include with your response whether Prospect has any 010471 There are no receivables from affiliates and
receivables due from its affiliates and subsidiaries that are liquid. subsidiaries outside of intercompany that are liquid.

II.A.10 | Please provide Prospect’s current asset retirement obligations. Please see pages 55-57 of the Prospect FY22 Audited

Financial Statements at Exhibit 24.

ILA.11 Prospect is reviewing this question and will supplement
s its response on or before February 6, 2024.
|

ILA.12 redacted
.

-

II.A.13 | Please provide a status update regarding the restricted cash of Prospect is not clear on the reference to the $500,000 of
$500,000 for research purposes. restricted cash for research purposes.

II.A.14 Ex. 002 Prospect is gathering the response to this question and
I will produce it on or before February 6, 2023.

II.A.15 | Please explain why Prospect has not implemented new or Prospect has implemented new/different interventions at
different interventions to prevent or mitigate the negative financial Prospect CharterCARE. In addition to the various
outcomes it is currently experiencing. initiatives of the local management team, Prospect has

engaged Alvarez & Marsal for Prospect CharterCARE.
Please see Confidential Exhibit 13 for the terms of that
engagement and the services provided.

II.A.16 | Please respond to the requests below with respect to PMH: a) All of the lenders are aware and kept up to date

on Prospect’s fiscal status. Please see the
a) Have lenders raised any concerns around
potential financial risk or default? If yes, please
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provide any related communications and/or
documents.

Ofecaced

) Please provide a description of, and data/reporting
related to, the financial impact of the 2023
cyberattack. Please describe the overall financial

impact for PMH, as well as the Rhode Island-specific

impact.
d) ) Please provide Consolidated Statements of Cash
Flows for the year-to-date period ending 9/30/23.

minutes of the Prospect Board of Directors at
Confidential Exhibit 6 for more information.
b) redacteq
c) Please see C-CNT-PMH-010472 through C-

CNT-PMH-01047.. i

d) Prospect is gathering the requested information
and will produce it on or before February 6,
2024.

ILA.17

Please respond to the requests below with respect to the PMH

Balance Sheet:
a) Please provide a complete list of long-term assets
held for sale for fiscal years 2019 through 2023.
b)  Where is the right of use asset related to MPT
lease liabilities on the balance sheet?
c) Please describe the MPT liabilities and how the
liability is calculated/accounted for, including the initial
transaction.

O ciacted

a) Please see the 2022 audited financials for
Prospect at note 4.

b) Prospect is gathering the requested information
and will produce it on or before February 6,
2024.

c) Prospect is gathering the requested information
and will produce it on or before February 6,
2024.

d) Prospect is gathering the requested information
and will produce it on or before February 6,
2024.
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e) Please provide detail on the refund liability for fiscal
years 2019 through 2023, including how the liability is
calculated.

f)  Please provide any reports, analyses, and similar
documents related to new or existing debt across the past five
fiscal years.

g) Please provide Consolidated Balance Sheets as of
9/30/23.

e) Refund liability is related to Medicare COVID
advances repayment approved by CMS.

f) Prospect is gathering the requested information
and will produce it on or before February 6,
2024.

g) Prospect is gathering the requested information
and will produce it on or before February 6,
2024.

II.A.18 | Please respond to the requests below with respect to the PMH a) Prospect is gathering the requested information
Income Statement: and will produce it on or before February 6,
2024.

a) b)
. I

b) c) Prospect is gathering the requested information
] and will produce it on or before February 6,

) 2024,
s d) Prospect is gathering the requested information
] and will produce it on or before February 6,

d) 2024,
|
|

I1.A.19 | Please respond to the requests below with respect to the Prospect A) The NWC calculation that is attached as a schedule

CharterCARE Balance Sheet:
a) Please provide an updated/current calculation of net
working capital (“NWC?”), including actual/reported and
adjusted/definitional NWC “retained by buyer” under the
Asset Purchase Agreement.

Wcoacted

to the APA that includes actual/reported and
adjusted/definitional NWC “retained by buyer” has not
been updated at this point and time and will be updated
closer to closing of the Proposed Transaction.

a) Please see C-CNT-PMH-010473 and C-CNT-PMH-
010474.

B) See C-CNT-PMH-012080 through C-CNT-PMH-
012081.

C) See C-CNT-PMH-012082.
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c) Please provide detail on the other long-term liabilities
for fiscal years 2020 through 2023.

d) Please provide any reports, analyses, and similar
documents related to debt taken on in the past five
years (at the Prospect level).

e) Please provide balance sheets as of 9/30/20,

9/30/21, 10/31/22, and 11/30/22 in the same format
as Confidential Exhibit 24, A, 5, ix of the HCA
Revised Application.

f) Related to Appendix F7, please provide detail related
to current financial liabilities as of September 30,
2023 and November 30, 2023.

g) What is included in Intercompany Accounts —

Receivables (1234) and

)Bredacted

D) Prospect CharterCARE has not taken on any debt
level during the past 5 years. As a result, Prospect does
not have any reports regarding such debt.

E) See C-CNT-PMH-012083 through C-CNT-PMH-
012086.

F) See C-CNT-PMH-012087.

G) See C-CNT-PMH-010473 and C-CNT-PMH-
010474.

H) See C-CNT-PMH-010473 and C-CNT-PMH-
010474.

appears that the Medicaid Payor Mix for the Existing Hospitals
(combined) decreased from 28% to 4.6% between 2020 and
20227 If this 1s accurate, please explain.

I1.A.20 | Please quantify any abnormal or non-recurring revenues and For Prospect CharterCARE,
expenses impacting financial results in fiscal years 2020, 2021,
2022 and 2023. redacted

II.A.21 | Based on the documents submitted with this current application, it

This is not accurate. Please see Appendix A.
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I1.A.22 | Section 3.12 of the Asset Purchase Agreement makes certain Asset Prospect is gathering the requested information and will
representations and warranties regarding Prospect’s Employee Purchase produce it on or before February 6, 2024.

Benefit Plans. Are all of those plans fully funded as of the date of | Agreement
your response. If not, what is the dollar amount of underfunding?

IL.A.23 I |

I

II.A.24 | As set forth in Section 5.3, have there been any notices of material | Asset

impacts on/changes to operations since November 20227 Purchase
Agreement

II.A.25 | Please provide monthly balance sheet and income statements in Please see C-CNT-PMH-010475 through C-CNT-PMH-
Excel spreadsheets for RWMC, OLF, Blackstone Valley 010482.

Surgicare, LLC, and Prospect RI Home Health & Hospice, LLC
from April 2023 through September 2023, in the same format as
Appendix F3 of the HCA Revised Application.

II.A.26 | Please provide Prospect CharterCARE, LLC’s Consolidated Prospect CharterCARE assumes that this question
Statement of Cash Flows for the 6 months ending 3/31/21 and intends “3/31/23” rather than “3/31/21.” Please see C-
fiscal year end 9/30/23. CNT-PMH-010483 through C-CNT-PMH-010484.

The cash flow statement for FYE 9/30/2023 is in the
year end audit process and not yet complete.

I1.A.27 | Please provide Prospect CharterCARE, LLC’s Consolidated Please see C-CNT-PMH-010483 through C-CNT-PMH-
Statement of Cash Flows for the 6 months ending 3/31/23 and 9 010484.
months ending 6/30/23.

The cash flow statement for FYE 9/30/2023 is in the
year end audit process and not yet complete.

I1.A.28 | Please provide a current accounts receivable aging report that is Please see C-CNT-PMH-011445 for the most current
dated no later than December 15, 2023. account receivable aging report.
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I1.A.29 | Please provide a budget package for fiscal year 2024 similar to Apx. F4 Please see C-CNT-PMH-010489 through C-CNT-PMH-
that in Appendix F4 and indicate if any initiatives are related to 010489[for the budget in the form that is available.
Centurion and the Proposed Transaction.

II.A.30 | How was the EBITDA impact of each budget initiative calculated? | Apx. F4 Centurion and the local management team, along with
Please provide any additional detail available. the review and support of QHR and review and

endorsement of A&M, calculated each budget initiative.
Please see C-CNT-PMH-010135 through C-CNT-PMH-
010161.

IILA.31 Q.10 Please see the Board Presentation at Confidential
s Exhibit 6 and the EBITDA Bridge (Confidential Exhibit
| 1)

I.A.32 | Please provide information surrounding the medication These cases are in discovery.
administration lawsuits filed in March 2023 and a financial I
estimate of what may potentially accrue to Centurion.

I1.A.33 | Have capital expenditures kept up with capital needs across all Prospect and Prospect CharterCARE have exceeded the
Rhode Island entities? Please describe and quantify any deficits and conditions of approval related to capital expenditures.
plans to fund capital expenditure deficits in the future. Consistent with every hospital in the United States,

there is equipment that is aging out. Based on the
financial analysis, the New CharterCARE System
anticipates that, in the near future following closing,
there will be no deficits and it will be able to fund all
capital needs and aging equipment.

II.A.34 | What is the plan to address aged payables for Prospect? Prospect is working on paying down its accounts
payable over time. At closing, Prospect must deliver a
$0 net working capital as set forth in the APA.

I1.A.35 | Please provide copies of all correspondence with vendors relating As the RIAG is aware, due to the cyber attack, Prospect

to outstanding invoices, particularly including any indication that and Prospect CharterCARE are working to normalize
Supplies and/or services will be Suspended if outstanding payable revenue and accounts payable_ They are actively
balances are not made current and/or reduced.
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working with vendors to ensure that the necessary
supplies are provided and there has been no patient
harm. To search for and produce all correspondence
with vendors relating to outstanding invoices would be
overbroad and unduly burdensome. In addition, such
correspondence is not relevant to the instant review as
net working capital must be $0 at closing of the
Proposed Transaction.

I1..36 | What is included in non-operating sources of cash (i.e., capital Apx. F32 | Appendix F32 references Centurion financials rather
investments, etc.)? than Prospect, as referenced herein.
Please confirm there are no other uses of cash, especially non-
operating.

Please confirm “Other G&A” excludes any depreciation/other non-
cash expenses.

I1.A.37 | Please provide a description and financial estimate (including Prospect CharterCARE does not regularly create this
associated revenues, expenses, and capital costs that have already type of report and is not able to create this type of report
accrued and are anticipated to complete the initiative) of each based on its financial systems.
revenue generating or cost saving initiative undertaken since
fiscal year 2019.

I1.A.38 | Please outline the following: Asset The Transacting Parties have not yet determined what, if

a) Specific relevant technology and/or intellectual Purchase any, technology or intellectual property would be treated
property that would be treated as Excluded Assets Agreement | a5 excluded assets under Section 2.2.
under Section 2.2; and

b) Plans to replace the functionality of such assets after
the Proposed Transaction.

II.A.39 | Related to Schedule 3.8(a)(i1), what are the terms of the identified | Asset Please see C-CNT-PMH-011531 through C-CNT-PMH-
payer agreements? When will each agreement be up for Purchase 012079.
renegotiation? Agreement
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a) Who developed the EBITDA bridge estimates?

b) Please provide the supporting calculations, assumptions,
and detail (including revenues, expenses, and capital
expenses) underlying the financial impact estimates of each
of the management initiatives.

c) Please confirm all cash flows are net of expenses and
capital costs.

I1.A.40 | Related to Schedule 3.8(a)(vii), what is the term of the Anesthesia | Asset
contract identified in item 6? When is this up for renegotiation? Purchase | N
e |
I1.A.41 | Related Exhibit E and the Statement of Operations: Ex. 1 A) The development involved a combination of Steve
Lovoy, Dan Ison, Jeff Liebman, and their Prospect
a) Who developed these financial estimates? CharterCARE team, as well as input from QHR.
b) Please describe the corporate allocation expense and who B)
it is paid to R
I
¢)
|
[ ] ®)redacted
d) Where are Centurion’s administration fees
and participation fee included?
e) Are expenses for all services included (e.g., D) The administration fee is reflected under “Corporate
PMH?’s services and overhead expenses in Administrative Services Charge”
historical periods)? E) Yes
f) What is the Baseline based on and what is it F) The baseline period is Prospect CharterCARE’s
supposed to represent? How is it different actual 9/30/22. This was used as the basis for
from Year 1? developing projections for future years. Year 1 is the
first full operating year and assumes that net working
capital is 0 at closing.
I1.A.42 | Related Exhibit E and the EBITDA Bridge: Ex. 1 A) The development involved a combination of Steve

Lovoy, Dan Ison, Jeff Liebman, and their Prospect
CharterCARE team, as well as input from QHR and
review and endorsement by Alvarez & Marsal.

B) Please see C-CNT-PMH-010135 through C-CNT-
PMH-010161.

C) Yes, please see C-CNT-PMH-010135 through C-
CNT-PMH-010161.
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d) Please also directly comment on the timing assumptions
associated with each management initiative — when
implemented, when effects would be realized, etc.

e) Please categorize each management initiative

under the areas identified in the transition and

integration plan from Confidential Exhibit 48 of

the HCA Revised Application:

a. Human resources;
b. Information technology;

1. Where is the impact renegotiation of ~65
information system contracts included in the
EBITDA Bridge?

Supply chain management;

Clinical operations;

Workforce adjustments;

Ambulatory and outpatient centers;

Strategic market adjustments;

Physician services;

Revenue cycle management;

j. Finance;
k. Managed care operational changes; and
1.  Compliance.

f) Please confirm if QHR is still involved with future

operations. What is their involvement with the QHR

Health Coding Program (CCM) and is the estimated cash flow

net of all fees?

fedacted
I
-
—

SRR e a0

D) For each initiative, there was a different timing
assumption. Please see C-CNT-PMH-010135 through
C-CNT-PMH-010161.

Bedacted

F) No
(€))redacted

I1.A.43

Related Exhibit E and the Consolidating Statement of Net Assets:

a) What time period is used as the basis of the
opening balance sheet?

Ex. 1

FY22 served as the basis for the opening balance sheet.
Nonetheless, the time period for the opening balance
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b) Please provide an opening balance sheet based on
most recent year end as of September 30, 2023.

sheet is not relevant as the net working capital must be 0
at closing of the Proposed Transaction.

arrangement with Leonard Green & Partners for Prospect to
indemnify Leonard Green in the case that funds contributed by
Leonard Green to the escrow accounts funded as a result of the
Attorney General’s 2021 Hospital Conversions Act Decision are
not release back to Leonard Green. If so, please provide such
agreement.

I1.A.44 | What is the expected capital required to support the investments Q.51 The EBIDTA Bridge and detail (see C-CNT-PMH-
described in response to Questions 51 and 52(g)? Q.52 (g) 010135 through C-CNT-PMH-010161) contain the

anticipated expense for the initiatives.

I1.A.45 | How will the New CharterCARE System fund the investments Q.51 The New CharterCARE System will reinvest all
described in response to Questions 51 and 52(g)? Q.52 (g) revenue in excess of expenses in a given year to fund

such investments.

I1.A.46 | Two sources of aggregated debt service were provided in the HCA | Ex. 1 Confidential Exhibit 1, E is accurate.

Revised Application: Confidential Exhibit 1, E (Bates # 01-R-C- | Apx. C1
CNT-PMH-0003160) and Appendix C1. Which is accurate?

LA 47 Ex. 22
] |
| |

II.A.48 | Please provide the supporting analysis and diligence to support the | Ex. 48 Please see the detail at C-CNT-PMH-010135 through C-
finding tha{ERERES! CNT-PMH-010161.

II.A.49 | Please confirm whether Prospect has any agreement or Please see C-CNT-PMH-010490 through C-CNT-PMH-

010496.
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B. Compliance & Liabilities:

IL.B.1 Apx .14 There has been no change to the information provided
- with the HCA Application.
e
.

. |
I

IL.B.2 Ex. 9
. I
I
|

ILB.3 redacted |
. -
| I
.| I

II.B.4 | Please provide Prospect’s current gross claims liability as of Prospect 1s reviewing this question and will supplement
October of 2023. its response on or before January 6, 2024.

II.B.5 | Please confirm/explain whether all asbestos has been removed from Generally, any renovations to the existing hospitals
the Existing Hospital(s) and provide a status update with respect to would require pre-renovation hazmat surveys and
3M asset remediation relating to asbestos mentioned in the notes to associated asbestos abatement costs, as would any
Financial Statements submitted by the applicants. project for any building in Rhode Island. Furthermore,

generally suspect and known asbestos building materials
still have value until the end of their life expectancy or
need for removal due to renovations or repair. The
estimates on page 19 of the 2022 Prospect
CharterCARE Consolidated Audited Financial
Statement are related to any actual current or future
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damage (if any) and the need for future renovations
related to changing technology and operational needs.

investigations being conducted of the Prospect facilities since the
preparation of the disclosure schedules to the Asset Purchase
Agreement by any payors or governmental bodies? If so, please
describe.

II.B.6 | Please provide the most current loss run report for professional Please see C-CNT-PMH-010521 through C-CNT-PMH-
liability and workers’ compensation claims and provide an 010522. Please note the columns identifying the
explanation regarding how those claims are going to be funded claimant and date of birth have been removed to
and by whom. preserve privilege and confidential information of the

claimant.

II.B.7 Tab. G1 Prospect CharterCARE is gathering this information and
e will produce it on or before February 6, 2024.

I

II.B.8 | Please explain whether Prospect has received any notice of Ex. 008 As Prospect CharterCARE is behind on certain vendor
termination form any of its third-party vendors within the last 24 payments, as a result it occasionally receives demand
months due to Prospect’s failure to timely pay for contracted letters. Upon receipt of demand letters, it works with
services. If so, is Prospect obligated to extinguish all outstanding the vendors to resolve the issues through payment plans.
AP prior to the Centurion closing? Under the terms of the APA, Prospect is required to

deliver a zero net working capital balance to Centurion.
If Prospect CharterCARE is in a negative situation at
time of the closing of the sale, Prospect would be
required to deliver sufficient cash to Centurion to bring
the balance to zero. Centurion can then use the cash to
pay off vendors.

II.B.9 | Please explain whether there is any litigation occurring between Prospect CharterCARE is subject to three employment
Prospect and any of its employees or consultants regarding unpaid related litigation matters, all of which it believes lack
contractual obligations? merit.

II.B.10 | Please explain whether there are any additional governmental Please see the items provided at Confidential Exhibit 19

and C-CNT-PMH-010523.
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IL.B.11 [
. .
- I

I1.B.12 | Please provide a status update regarding all government (including | Q. 17 There is no update. The Transacting Parties will not
local, state, or federal) permits, licenses, or other approvals pursue any additional permits, licenses, or other
necessary to implement the Proposed Transaction. approvals until receiving HCA approval.

I1.B.13 | Please identify whether any false claims or overpayments were Ex. 13 The EREEESR findings are protected by the attorney-
identified by with respect to the Existing Hospitals. If client privilege.
so, have they all been addressed and resolved with the applicable
payors?

I1.B.14 | Has Prospect made any self-disclosures under the OIG or CMS
self-disclosure protocol(s)? If so, please identify and describe e
any/all such disclosures as it relates to the Proposed Transaction. I

II.B.15 | Please provide Prospect’s explanation/rationale for not making an
investment in an integrated and functional EHR system for the s
Existing Hospitals. Include with your response to what extent did e
this decision factor into or contribute to — either directly or I
indirectly the vulnerabilities that were exploited in the most recent s
cyberattack that crippled Prospect’s systems and negatively s
impacted patient care. -

|
|

II.B.16 | Please identify/explain what Prospect’s liabilities are with respect | Asset Please see C-CNT-PMH-010524.
to Section 8.3(c) and severance obligations. Purchase

Agreement

I1.B.17 | What safeguards or standard operating procedures have been put in With respect to cybersecurity, Prospect has worked

place related to contingent liabilities such as cybersecurity attacks? diligently with the support of numerous vendors to
restore its systems and ensure adequate security.
Prospect is gathering responsive documentation
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demonstrating safeguards or standard operating
procedures and will supplement this response on or
before February 6, 2024.

interested in acquiring the Existing Hospitals? If other parties were
interested, what were the reasons given for not proposing to acquire
Existing Hospitals after performing due diligence?

C. Transactional Matters:
IL.C.1 In Prospect’s October 2023 board meeting minutes, Mr. Please see Leslie Parker’s September 11, 2023
Liebman states correspondence to representatives of the RIAG and
- RIDOH, which outlines Er
. .
-
II.C.2 | Please provide the bonus amounts received by Mr. Liebman from | Q. 35 Please see C-CNT-PMH-010525 through C-CNT-PMH-
Prospect over the last 4 years based upon achieving stated goals 010526.
and objectives.
II.C.3 | Please explain whether there will be any administrative or back- No, all services provided will be memorialized in a
office services provided by Prospect that are not included in the written agreement.
contracts and payment arrangements with Centurion post the
closing of the Proposed Transaction should it be approved. If so,
please identify those services, the entity responsible for providing
them, and the associated costs.
I1.C.4 | If the Proposed Transaction is not approved, please explain what If the transaction is not approved, Prospect
services Prospect will discontinue (and in what order) if financial CharterCARE will consider its options at that point in
conditions require. time. T
II.C.5 | Please explain if any other parties, besides Centurion, were redacted
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I1.C.6

Since June of 2021, when the Attorney General required that the
Prospect annual management fees for the Existing Hospitals
cease, please explain how the Existing Hospitals have managed
without Prospect providing those management services, have
expenses been reduced by $6,000,000, and whether such unpaid
management fees are an accrued liability of the Existing
Hospitals.

Although Prospect has ceased charging a management
fee, Prospect has continued to provide administrative
services — i.e., centralized administrative services and
support such as information technology and human
resources — to the Existing Hospitals. Prospect
previously did not collect on its management fee. As a
result, expenses have not decreased because such fee
was never in fact paid by the Existing Hospitals to
Prospect.

IL.C.7

Please provide all documents and information pertaining to: (a)
the consideration and/or discussion of affiliations with entities
other than Centurion; and (b) the decision Prospect made that the
current fiscal status quo is not sustainable and that the Existing
Hospitals must be sold.

Q.10

(a) Prospect is not in possession of communications
with other potential buyers in consideration of
the Proposed Transaction

(b) Please see financial information at Appendix A
and the financial documentation at Exhibit 24
and Confidential Exhibit 24, as well as the
Prospect and Prospect CharterCARE meeting
minutes.

II.C.8

Please provide what leases Prospect has entered into that survive
the Proposed Transaction and/or that are being assigned to
Centurion.

Please see C-CNT-PMH-010527 through C-CNT-PMH-
010542.

I1.C.9

Please list all consultants retained by Prospect and its affiliates to
review or advise with respect to the Proposed Transaction.

All consultants are listed in response to Question 12 of
the HCA Application.

I.C.10

Is Prospect a party to any joint ventures in Rhode Island and, if so,
(a) why were they not reflected in the organization chart; and (b)
is Centurion assuming ownership interests in any such joint
venture.

Yes, all such joint ventures are included in Confidential
Exhibit 9 at 09-R-C-CNT-PMH-003920. Yes,
CharterCARE Health of Rhode Island is assuming such
ownership interests.
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II.C.11 | In response to Question 10(b), Prospect states, “The Prospect Q.10 As the Prospect CharterCARE Board discussed, the
CharterCARE board considers the Proposed Transaction as the current fiscal state of the Existing Hospitals is not
only alternative in carrying out its mission.” How does this sustainable. Without Centurion, there are no other
statement reconcile with the fact that Centurion was the only options for the Existing Hospitals and the future is
interested party. Please explain what attributes of Centurion uncertain.
compelled Prospect to choose Centurion despite Centurion’s
adrpi‘tt'ed lack of exp e'rience mangging and Qperating apute care Centurion, as a non-profit, has access to funding and
facilities and not making any capital commitments to invest in or :
develop the Existing Hospitals to address the survivability of the cost §aV1ngs that the ‘current.: system dpes not‘. Such
Existing Hospitals while meeting the needs of the community. fundl.ng and cost Savings will immediately ald.the
hospitals’ fiscal position. Furthermore, Centurion’s
significant experience in financing and development to
allow charitable health systems to advance their
missions uniquely positions Centurion to provide
oversight and management services to the New
Hospitals so that they can continue to provide quality
care to the community for years to come. Furthermore,
Centurion’s dedication to empowering local leadership
allows the local stakeholders with knowledge of the
community to operate the New Hospitals. Finally, the
New CharterCARE’s reinvestment in the New Hospitals
and community will bolster the services provided and
the system’s mission.
I1.C.12 | After the closing of the Proposed Transaction, will Prospect No, Prospect will not hold any liens on any of the
(including any of its affiliates or creditors) hold any liens on any assets.
of the assets purchased by Centurion in connection with the
Proposed Transaction?
II.C.13 Prospect agreed to the Amendment to the APA including

a revised purchase price in order to ensure that the New
CharterCARE System is established with a foundation
to allow for a successful transition to the new operators.
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Centurion did not assume any liabilities on behalf of the

[ Existing Hospitals in exchange for the Amendment to
the APA. Any obligations for Centurion to assume any
liabilities are set forth in the APA.

II.C.14 | Please provide what other health care facilities across the country Prospect currently plans to sell its healthcare facilities in
does Prospect plan to sell, close, or discontinue services at within Connecticut, Pennsylvania, Rhode Island,
the next 5 years. ]

I1.C.15 | Please describe financial gain, impact to salary, severance, or Q.34 No officer, director, board member, or senior manager
stock that any officer, director, board member, or senior manager of Prospect would expect any financial gain, impact to
of Prospect could expect if they are terminated or continue with salary, severance, or stock if they are terminated or
their position, either before or after the Proposed Transaction, and continue with their position as a result of the Proposed
provide copies of supporting or associated documents. Transaction other than as set forth in I1.B.16, as well as

disclosed in response to Confidential Exhibit 32.

I1.C.16 | Please provide data reflecting the outcomes achieved through Q.57 There is no data.

Prospect engagement with QHR across the 12 workstreams
identified in response to Question 57, including specific data
pertaining to the savings achieved or revenue generated and an
explanation as to how such additional savings or revenue is
attributable to the relationship with QHR.

I1.C.17 | Please advise as to whether Prospect’s or Mr. Liebman’s
experience with QHR had any impact on Centurion’s decision to s
disengage from QHR. I bt Centurion and Mr.

Liebman came to the realization that the local
management could handle the services initially
anticipated to be provided by QHR.

I.C.18 | Please identify all other contractual relationships currently in Q.90 None
place between Prospect and QHR.

I1.C.19 | Please provide copies of all collective bargaining agreements Ex. 52 The collective bargaining agreements are attached to the
described/listed in Exhibit 52. Application at Confidential Exhibit 52.
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excluded.

I1.C.20 | Please explain whether Prospect will seek to continue to purchase Prospect has no current plans to purchase any health
any health care facilities after the closing of the Proposed care facilities after the closing of the Proposed
Transaction in the state of Rhode Island. If yes, please describe. Transaction in the State of Rhode Island.

II.C.21 | Please provide a copy of Prospect’s Letter of Intent with Please see Confidential Exhibit 13 for the Amended
Centurion. Letter of Intent. Please see C-CNT-PMH-010543

through C-CNT-PMH-010551 for the original Letter of
Intent. The Transacting Parties do not have a copy
signed by QHR/Ovation.

I1.C.22 | Does Prospect own all of the real property that the Existing Asset Yes
Hospitals sit on? If not, who does, and have they agreed to the Purchase
sale of all of such real property to Centurion? Agreement

I1.C.23 | Please identify all Prospect joint venture ownership interests and | Asset APA Section 1.1 defines Joint Venture as: “Joint Venture
identify which ownership interests will be considered “Purchased | Purchase (and Seller’s interest in such Joint Ventures, whether
Assets” under the Asset Purchase Agreement to be conveyed at Agreement | through stock, partnership, membership, or other
the closing. ownership interests, the “Joint Venture Interests”)

means the applicable Selling Entity’s joint venture
interests in Chemosynergy, LLC, Rhode Island PET
Services, LLC, Roger Williams Radiation Therapy,
LLC, Southern New England Radiation Cancer Center,
LLC, and Partners in Clinical Research, LLC.” APA
Section 2.1(a)(xviii) states that all Joint Venture
Interests will be part of the Purchased Assets.

II.C.24 | Do the Existing Hospitals currently benefit from (or is a party to) | Asset The excluded contracts are system wide agreements
any of the “Excluded Contracts” under the Asset Purchase Purchase with various vendors that affect multiple hospitals.
Agreement? If so, please identify which specific contracts will be | Agreement | Obviously, the New CharterCARE System cannot

assume enterprise wide agreements. To the extent that
Prospect has not segregated agreement specifically for
the New CharterCARE System by the time of the
closing, the parties will enter into a TSA at cost until
such time as buyer has secured its own agreements.
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I1.C.25 | Please identify any Prospect intercompany assets that are Asset The parties have not yet identified the excluded
Excluded Assets under the Asset Purchase Agreement, and Purchase intercompany assets. No Prospect assets have been
whether any additional Prospect assets have been excluded from | Agreement | excluded from the Proposed Transaction as a result of
the Proposed Transaction as a result of the reduction in the the reduction in the purchase price.

Purchase Price.

II.C.26 | Please identify the specific Prospect IT Systems (as that term is Asset The Transacting Parties have not determined what IT
defined in the Asset Purchase Agreement) that constitute Purchase Systems, if any, will be included as Excluded Assets.
Excluded Assets. Is there a lease agreement contemplated for Agreement
Centurion to utilize any of the IT Systems that may be Excluded
Asset, and if so, please provide such lease.

I1.C.27 | Please provide updates to all exhibits and disclosure schedules to | Asset There have been no updates since November of 2022.
the extent there have been any updates since November of 2022. Purchase

Agreement

I1.C.28 | What conditions on the Proposed Transaction if approved that Asset Any conditions that would potentially be detrimental to
may be imposed by the Rhode Island Attorney General, would Purchase Centurion’s current business, or any hardships that
cause the Transacting Parties to terminate the Asset Purchase Agreement | would threaten the viability of Centurion or the New
Agreement? Hospitals moving forward.

I1.C.29 | With respect to Section 6.8 of the Asset Purchase Agreement, has Asset Section 6.8 of the APA is a standard representation and
the Seller considered a voluntary bankruptcy? Please provide your | Purchase warranty in a transaction. The Seller intends to comply
rationale for either an affirmative or negative response. Agreement | with the representation and warranty upon a sale.

A bankruptcy proceeding is the last possible option that
Prospect or Prospect CharterCARE would consider
because it would not benefit the community or
employees. It is in the interest of the community to have
the Existing Hospitals open, operational, and providing
quality care to the community.

I1.C.30 | Please explain why has (a) the definition of days cash on hand Asset a) Days Cash on Hand was deleted from the APA
been deleted in the amended Asset Purchase Agreement and (b) Purchase because the parties have agreed that Prospect is
Exhibit A was deleted in its entirety from the Asset Purchase Agreement not required to leave any cash in the bank for the
Agreement. New CharterCARE System.
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January 23, 2024

b) Exhibit A was deleted in its entirety because the
purchase price was not yet determined when the
APA was initially signed. Now that the purchase

price is a set amount [[LECCCIE Exhibit A
was no longer needed.

IL.C.31 Q. 10
.
e
e
.
I
.
e
.
e
|
I1.C.32 | Please provide Prospect’s assessment of the business case, As set forth above, the financial status quo of the
financial feasibility, and overall rationale for the Proposed Existing Hospitals is not sustainable. As a non-profit
Transaction. health system, the New CharterCARE System will
immediately achieve cost savings thereby stabilizing the
system. Centurion’s experience through financing and
development positions it to successfully create a self-
sustaining health system.
IL.C33 Q.29 Fedacted
I | Apx. F
|
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January 23, 2024

I |
I1.C.34 | Please specifically describe — and provide supporting analysis Ex. 48 The for-profit model inhibits historical operational and
related to - how the for-profit model inhibited historical financial success due to property taxes, sales taxes, lack
operational and financial success. of 340B pricing, lack of fundraising, lack of access to
grants, and lack of certain federal funding. Please see
the EBITDA bridge at Confidential Exhibit 1 for
information on the benefit of a number of these items.
I1.C.35 | Please describe — and provide supporting analysis related to — the | Ex. 48 As set forth herein, many of the management and
assertion that decoupling from PMH will improve operations and administrative services are centralized with Prospect.
decrease overhead. By bringing those services in-house to the New
CharterCARE System, the New CharterCARE System
will not only benefit by having the employees locally,
but also will decrease the cost for those services by
bringing them from California to Rhode Island.
I1.C.36 | Please provide the supporting analysis and diligence to support the | Ex. 48 This question is duplicative to Question 11.A.48.
finding I
I1.C.37 | Please provide analysis and detail related to the managed care Ex. 48 The OHIC 7.3% increase has already occurred.
renegotiation benefit that is described in response to Question 48
and included in the forward-looking financial estimates in
Confidential Exhibit 1 (Estimated Rate Increases [One-time
Increase to commercial OHIC Max - 7.3%]).
I1.C.38 | Related to the May 2023 Alvarez & Marsal (“A&M”) Ex. 13 a) Please see C-CNT-PMH-010552
engagement:
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a) How many officers and/or employees currently providing
services to Prospect are provided under the terms of the
A&M engagement?

b) How much of the finance function remains outsourced to
A&M?

c) Will the finance functions and personnel currently
provided by A&M be replaced with in-house employees?

b) The only finance function that is outsourced to A&M
is the CFO function. Otherwise, A&M provides a
consulting role

c) Yes

359 licensed beds, of which 184 are staffed. Please provide
the most recent updated figures for both Hospitals.
a) Are the unstaffed beds being utilized in any other way?

I1.C.39 | Related to the August 2023 A&M engagement: Ex. 13 a) The A&M letter was signed by Prospect and
a) The application notes that A&M was engaged by Prospect CharterCARE. Neither Centurion nor
PMH, not by the parties jointly. However, the August any Centurion affiliated entity is a party to that
2023 engagement letter indicates joint engagement. agreement.
Please clarify/confirm the party(ies) that have engaged b)
A&M for the services described in the August 2023 s
engagement letter. I
b) I
I I
I .
| .
|
I
D. Miscellaneous:
II.D.1 | Please provide patient days, adjusted patient days, and discharges Please see C-CNT-PMH-010553 through C-CNT-PMH-
by month for fiscal years 2019 through 2023 for RWMC and for 010554.
OLF.
II.D.2 | Figures in revised application materials indicated that RWMC a) No
has 220 licensed beds, of which 156 are staffed, and OLF has b) No
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b) Have any units of either of the Existing Hospitals been
shut down or converted, either currently or during any period
over the past three years?

II.D.3 | What are the main contributors and factors driving volume 1) COVID-19; 2) Staffing needs; 3) the August
decreases since fiscal year 2019? 2023 Cyber-Attack

II.D.4 | Please provide Real Property information broken out between Please see C-CNT-PMH-010565 through C-CNT-PMH-
RMWC, OLF, and all other entities relevant to the Proposed 010590.
Transaction.

a) List of owned real estate including land size
acres, building square footage, and function.

b) List of real property leases showing commencement
date, term, and payment.

c) Any prior appraisals.

d) Property condition assessments.

e) Property tax bills.

f) Contacts to review real property.

II.D.5 | Please provide Personal Property information broken out Please see C-CNT-PMH-010565 through C-CNT-PMH-
between RMWC, OLF, and all other entities relevant to 010590.
the Proposed Transaction.

a) List of owned real estate including land size
acres, building square footage, and function.

b) List of real property leases showing commencement
date, term, and payment.

¢) Any prior appraisals.

d) Property condition assessments.

e) Property tax bills.
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January 23, 2024

f) Contacts to review real property.

I1.D.6 Please provide financial information broken out between a) Please see C-CNT-PMH-010135 through C-
RMWC, OLF, and all other entities relevant to the CNT-PMH-010161.
Proposed Transaction. b) Please see the management letter/reports from
BDO at Confidential Exhibit 24. There is no
a) Updates to key assumptions, including but not limited to: further responsive documentation.
debt-free net working capital, long-term liabilities ¢) Please see C-CNT-PMH-010592 through C-
transferred to the purchaser, capital obligations to outside CNT-PMH-010593.

parties, and other liabilities including malpractice claims,
insurance, and state medical demands.
b) Management comments on any material change to the
overall outlook, financial position, or business
operations of the entity.
c) Fiscal years 2022 and 2023 key financial ratios and
calculations, including but not limited to: accounts
receivable turnover, days sale outstanding, and days
inventory on hand.

II.D.7 | Please provide staffing information broken out between RMWC, Please see Appendix A for FTE information. Prospect
OLF, and all other entities relevant to the Proposed Transaction: CharterCARE is gathering further responsive
staffing statistics for fiscal years 2022 and 2023, including information and will produce it on or before February 6,
employed FTEs, paid hours per adjusted patient day, FTEs per 2024.
adjusted occupied bed, average hourly rate, and average salary per
FTE (in Excel).
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CONFIDENTIAL

m Department of the Treasury Date:
Internal Revenue Service 3/9/2023
Tax Exempt and Government Entities Taxpayer ID number:
IRS En(l)plgyeezlglgéls 33-0564370
i ox : Taxpayer or applicant name:
Cincinnati, OH 45201 Prospect Medical Holdings, Inc.
Form or application number:
29007049052002
ELIZABETH T. DOLD Person to contact:
GROOM LAW GROUP, CHARTERED Name: Christi Dressman
1701 PENNSYLVANIA AVE., NW, STE. 1200 ID number: 100030328
WASHINGTON, DC 20006 Telephone: 513-975-6217

Fax: 855-840-5372

Dear Elizabeth T. Dold:

We're sending the enclosed material to you because of a power of attorney or other authorization we have
on file.

If you have questions, contact the person listed at the top of this letter.
Sincerely,
Chwrristt Dressmany

Christi Dressman
Internal Revenue Agent

Enclosures:
5274 Letter

Letter 937-A (Rev. 3-2021)
Catatog Nrrpher A2



CONFIDENTIAL

m Department of the Treasury Date:
Internal Revenue Service 3/9/2023
Tax Exempt and Government Entities Employer ID number:
IRS Employee Plans 33-0564370
PO Box 2508 Plan name:
Cincinnati, OH 45201 Prospect Medical Retirement Savings
Plan B
Plan number:
PROSPECT MEDICAL HOLDINGS, INC 003
345 SOUTH SEPULVEDA 9TH FL Document Locator Number (DLN):
LOS ANGELES, CA 90034 29007049052002

Person to contact:
Name: Christi Dressman

ID number: 1000203038
Telephone: 513-975-6217

Dear Applicant:

We're issuing this favorable determination letter for your plan listed above, based on the information you
provided. Our favorable determination applies only to the status of your plan under the Internal Revenue Code
(IRC) Section 401(a). In order to rely on this letter as proof of the plan's status, you must keep this letter, the
application forms, the information submitted with the application, and all other correspondence.

Your determination letter doesn’t apply to any qualification changes that become effective, any guidance issued,
or any statutes enacted after the dates specified in the applicable Required Amendments List you submitted with
your application.

This letter considered up to the 2020 Required Amendments List changes in plan qualification requirements.
This determination letter applies to the plan adopted on 4/30/18.

This determination letter also applies to the amendments dated on 2/16/23, 12/21/21, 12/16/20 & 12/31/19.
This determination letter also applies to the amendments dated on 12/30/19 &12/23/19.

We made this determination on the condition you adopt the proposed amendments submitted in your letter
dated 2/20/23, on or before the date provided in Tax Regulations Section 1.401(b)-1.

This determination letter applies to the trust document adopted on 4/25/18.

Your plan's continued qualification in its present form will depend on its effect in operation (Treasury Regulations
Section 1.401-1(b)(3)) and on satisfying reporting requirements. We may review and determine the status of the
plan in operation periodically.

You can find more information on favorable determination letters in Publication 794, Favorable Determination
Letter, including:

* The significance and scope of reliance on this letter.

* The effect of any elective determination request in your application materials.

* The reporting requirements for qualified plans.

» Examples of the effect of a plan's operation on its qualified status.

You can get a copy of Publication 794 by visiting our website at www.irs.gov/forms-pubs or by calling
800-TAX-FORM (800-829-3676).

Letter 5274 (Rev. 1-2022)
CaxBY NHRNH$0885B0X



CONFIDENTIAL

If you submitted a Form 2848, Power of Attorney and Declaration of Representative, or Form 8821, Tax
Information Authorization, with your application and asked us to send your authorized representative or
appointee copies of written communications, we will send a copy of this letter to him or her.

If you have questions, you can contact the person at the top of this letter.
Sincerely,

D D

Daniel Dragoo
Director, Employee Plans
Rulings and Agreements

cc: Elizabeth T. Dold Power of Attorney and Kimberly M. Boberg Power of Attorney

Letter 5274 (Rev. 1-2022)
Cafateg\NuAhdier GE5IHK



Form 1023

CONFIDENTIAL

Application for Recognition of Exemption

OMB No. 1545-0047

Under Section 501(c)(3) of the Internal Revenue Code

(Rev. January 2020)

Department of the Treasury
Internal Revenue Service

Do not enter social security numbers on this form as it may be made public.
Go to www.irs.gov/Form1023 for instructions and the latest information.

Note: /f exempt status is
approved, this application will
be open for public inspection.

Use the "?" buttons throughout this form for help in completing this application. For additional help, call IRS Exempt Organizations Customer

Account Services toll-free at 1-877-829-5500.

If you cannot complete required responses within the textbox limits throughout this form, upload your additional narratives with the other

required documents.

Part | Identification of Applicant

1a Full Name of Organization (exactly as it appears in your organizing document)

CHARTERCARE HEALTH OF RHODE ISLAND FOUNDATION INC

b Care of Name (if applicable)
BENJAMIN M MINGLE

¢ Mailing Address (Number, street and room/suite) |d City e Country

825 CHALKSTONE AVENUE PROVIDENCE United States

f State g Zip Code + 4 h Foreign Province (or State) i Foreign Postal Code
Rhode Island 02908

2 Employer Identification Number

92-1341158 JUNE

3 Month Tax Year Ends

4

Person to Contact if More Information is Needed (officer,
director, trustee, or authorized representative)

SEE SUPPLEMENTAL INFORMATION

5 Contact Telephone Number 6

317-977-1409

Fax Number (optional)
317-633-4878

7 User Fee Submitted
$600.00

8 Organization's Website (if available):

9 List the names, titles, and mailing addresses of your officers, directors, and/or trustees.

First Name:  BENJAMIN [ Last Name: MINGLE | Title:  DIRECTOR & CHAIR
Mailing Address: 3060 PEACHTREE ROAD NW SUITE 1030 I City:  ATLANTA

State (or Province): GA | Zip Code (or Foreign Postal Code): 30305

First Name: GREGORY ) [Last Name: GROVE | Title: DIRECTOR, VC, SEC/TREAS.
Mailing Address: 3060 PEACHTREE ROAD NW SUITE 1030 | City:  ATLANTA

State (or Province): GA | Zip Code (or Foreign Postal Code): 30305

First Name: JEFFREY | Last Name: LIEBMAN | Title:  DIRECTOR

Mailing Address: 3060 PEACHTREE ROAD NW SUITE 1030 | City:  ATLANTA

State (or Province): GA ] Zip Code (or Foreign Postal Code): 30305

First Name: ‘ Last Name: | Title:

Mailing Address: | City:

State (or Province): | Zip Code (or Foreign Postal Code):

First Name: | Last Name: | Title:

Mailing Address:

] City:

State (or Province):

’ Zip Code (or Foreign Postal Code):

| Check here to add more officers, directors, and/or trustees.

For Paperwork Reduction Act Notice, see instructions.

Cat. No. 17133K

c.onNTEAT033 {Rsv. 01-2020)



CONFIDENTIAL

Form 1023 (Rev 01-2020) Name: CHARTERCARE HEALTH OF RHODE ISLAND FOUNDATION INC EIN: 92-1341158 Page 2

Organizational Structure

1 You must be a corporation, limited liability company (LLC), unincorporated association, or trust to be tax exempt.

Select your type of organization.

@ Corporation

At the end of this form, you must upload a copy of your articles of incorporation (and any amendments) that shows proof of filing with the
appropriate state agency.

Limited Liability Company (LLC)

At the end of this form, you must upload a copy of your articles of organization (and any amendments) that shows proof of filing with the
appropriate state agency. Also, if you adopted an operating agreement, upload a copy, along with any amendments.

Unincorporated Association

At the end of this form, you must upload a copy of your articles of association, constitution, or other similar organizing document that is
dated and includes at least two signatures. Include signed and dated copies of any amendments.

Trust

At the end of this form, you must upload a signed and dated copy of your trust agreement. Include signed and dated copies of any
amendments.

Enter the date you formed. (MM/DD/YYYY) 12/05/2022 l

Select your state (or U.S. territory) of incorporation or other formation. If you were formed under the [ Rhode Island
laws of a foreign country, select Foreign Country.

Have you adopted bylaws? If "Yes," at the end of this form, upload a current copy showing the date of adoption. If (@Yes ( )No
"No," explain how you select your officers, directors, or trustees.

Are you a successor to another organization? { Yes (@ No

Answer "Yes" if you have taken or will take over the activities of another organization, you took over 25% or more of
the fair market value of the net assets of another organization, or you were established upon the conversion of an
organization from for-profit to nonprofit status. If "Yes," complete Schedule G.

c-oNTEPI 833 {RgV- 01-2020)
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Form 1023 (Rev 01-2020) Name: CHARTERCARE HEALTH OF RHODE ISLAND FOUNDATION INC EIN: 92-1341158 Page 3

Required Provisions in Your Organizing Document
Part Il helps ensure that, when you submit this application, your organizing document contains the required provisions to meet the
organizational test under section 501(c)(3).

If you cannot check "Yes" in both Lines 1 and 2, your organizing document does not meet the organizational test. DO NOT file this application
until you have amended your organizing document. Remember to upload your original and amended organizing documents at the end of this
form.

1 Section 501(c)(3) requires that your organizing document limit your purposes to one or more exempt purposes within section 501(c)(3), such
as charitable, religious, educational, and/or scientific purposes.

The following is an example of an acceptable purpose clause: The organization is organized exclusively for charitable, religious,
educational, and scientific purposes under section 501(c)(3) of the Internal Revenue Code, or corresponding section of any future federal

tax code.

Does your organizing document meet this requirement? (@Yes ( INo

1a State specifically where your organizing document meets this requirement, such as a reference to a particular article or section in your
organizing document (Page/Article/Paragraph):

Page 2, Section 6, Paragraph (a)

2 Section 501(c)(3) requires that your organizing document provide that upon dissolution, your remaining assets be used exclusively for
section 501(c)(3) exempt purposes, such as charitable, religious, educational, and/or scientific purposes. Depending on your entity type and
the state in which you are formed, this requirement may be satisfied by operation of state law.

The following is an example of an acceptable dissolution clause: Upon the dissolution of this organization, assets shall be distributed for one
or more exempt purposes within the meaning of section 501(c)(3) of the Internal Revenue Code, or corresponding section of any future
federal tax code, or shall be distributed to the federal government, or to a state or local government, for a public purpose.

Does your organizing document meet this requirement? @Yes ( No

2a State specifically where your organizing document meets this requirement, such as a reference to a particular article or section in your
organizing document (Page/Article/Paragraph) or indicate that you rely on state law.

Page 4, Section 11

C-CNTH 70 & - 01-2020)
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Form 1023 (Rev 01-2020) Name: CHARTERCARE HEALTH OF RHODE ISLAND FOUNDATION INC EIN: 92-1341158 Page 4

Part IV Your Activities
1 Describe completely and in detail your past, present, and planned activities. Do not refer to or repeat the purposes in your organizing

document.
For each past, present, or planned activity, include information that answers the following questions:

What is the activity?

Who conducts the activity?

Where is the activity conducted?

What percentage of your total time is allocated to the activity?

How is the activity funded (for example, donations, fees, etc.) and what percentage of your overall expenses is allocated to this
activity?

f. How does the activity further your exempt purposes?

PaoTw

As is more particularly described in the attached Supplemental Information for Form 1023 (the Supplemental Information), CharterCARE Health
of Rhode Island Foundation, Inc. (the Applicant) is a newly formed Rhode Island nonprofit corporation that is organized and will be operated
exclusively for purposes that are charitable, educational, and/or scientific within the meaning of Section 501(c)(3) of the Internal Revenue Code
of 1986, as amended (the Code). Applicant shall be a component part of a newly-created integrated healthcare delivery that will be known as
CharterCARE Health System (the Health System) that would result from the approval and consummation of the proposed Transaction (as
further described in the Supplemental Information. The Health System will be operated in a nonprofit and charitable manner and will provide a
broad array of inpatient and outpatient healthcare services to improve the health and quality of life for residents of Providence, Rhode Island
and the surrounding communities (the Community).

SEE SUPPLEMENTAL INFORMATION FOR ADDITIONAL DETAILS.

C-CNTIM18¢3rev- 01-2020)
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Form 1023 (Rev 01-2020) Name: CHARTERCARE HEALTH OF RHODE ISLAND FOUNDATION INC EIN: 92-1341158 Page 5

Part IV Your Activities (continued)

2 Enter the 3-character NTEE Code that best describes your activities. E22

Or check here if you want the IRS to select the NTEE Code that best describes your activities.

3 Do any of your programs limit the provision of goods, services, or funds to a specific individual or group of specific { Yes (@ No
individuals? For example, answer "Yes" if goods, services, or funds are provided only for a particular individual, your
members, individuals who work for a particular employer, or graduates of a particular school. If "Yes," explain the
limitation and how recipients are selected for each program.

4 Do any individuals who receive goods, services, or funds through your programs have a family or business { 'Yes (@ No
relationship with any officer, director, trustee, or with any of your highest compensated employees or highest
compensated independent contractors? If "Yes," explain how these related individuals are eligible for goods,
services, or funds.

5 Do you or will you support or oppose candidates in political campaigns in any way? If "Yes," explain. { )Yes (@ No

6 Do you or will you attempt to influence legislation? If "Yes," explain how you attempt to influence legislation. ‘@Yes ( No

At this time, the Applicant has no intention of engaging directly in any attempts to influence legislation. The Applicant does anticipate that it
may become a member of one or more hospital associations or other Code Section 501 (c)(6) organizations that engage in a variety of
activities on behalf of their members, including attempts to influence legislation. The Applicant will conform with all applicable requirements
concerning such activity, such as by reporting on its Form 990, Return of Organization Exempt from Income Tax (Form 990). More
significantly, the Applicant will ensure that any attempts to influence legislation, whether direct or indirect, do not comprise a substantial
portion of its activities.

C-CNTEPMH1628 (Rev. 01-2020)
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Form 1023 (Rev 01-2020) Name: CHARTERCARE HEALTH OF RHODE ISLAND FOUNDATION INC EIN: 92-1341158 Page 6

Part IV Your Activities (continued)

6a Did you or will you make an election to have your legislative activities measured by expenditures by filing Form 5768? { )Yes (@ No
If "No," describe whether your attempts to influence legislation are a substantial part of your activities. Include the
time and money spent on your attempts to influence legislation as compared to your total activities.

At this time, the Applicant does not intend to file Form 5768. As noted above, Applicant will not engage directly in legislative activities, and
its only expenditures associated with such activities (if any) will be a portion of the dues the Applicant pays as a member of hospital
associations or other Code Section 501 (c)(6) organizations that engage in legislative activities to serve the interests of their members.
Such nominal expenditures will be insubstantial in comparison to Applicant's total activities.

7 Do you or will you publish, own, or have rights in music, literature, tapes, artworks, choreography, scientific { )Yes (@ No
discoveries, or other intellectual property? If "Yes," describe who owns or will own any copyrights, patents, or
trademarks, whether fees are or will be charged, how the fees are determined, and how any items are or will be
produced, distributed, and marketed.

8 Do you or will you provide educational information to the general public on budgeting, personal finance, financial < Yes (@ No

literacy, saving and spending practices, the sound use of consumer credit, and/or assist individuals and families with
financial problems such as credit card debt and foreclosure by providing them with counseling? If "Yes," explain.

9 Do you or will you make grants, loans, or other distributions to organizations? If "Yes," describe the type and purpose  /  veg (@ No
of the grants, loans, or distributions, how you select your recipients including submission requirements (such as grant
proposals or application forms), and the criteria you use or will use to select recipients. Also describe how you ensure
the grants, loans, and other distributions are or will be used for their intended purposes (including whether you
require periodic or final reports on the use of funds and any procedures you have if you identify that funds are not
being used for their intended purposes). Finally, describe the records you keep with respect to grants, loans, or other
distributions you make and identify any recipient organizations and any relationships between you and the recipients.
If "No," continue to Line 10.

C-CNTEPNIHLB33 {Rev. 01-2020)
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Form 1023 (Rev 01-2020) Name: CHARTERCARE HEALTH OF RHODE ISLAND FOUNDATION INC EIN: 92-1341158 Page 7

MOur Activities (continued)

9a Do you or will you make grants, loans, or other distributions to organizations that are not recognized by the IRS as tax ({ )Yes ( INo
exempt under section 501(c)(3)? If "Yes," name and/or describe the non-section 501(c)(3) organizations to whom you
do or will make distributions and explain how these distributions further your exempt purposes.

9b Do you or will you make grants, loans, or other distributions to foreign organizations? If "Yes," name each foreign { Yes { 'No
organization (if not already provided), the country and region within each country in which each foreign organization
operates, any relationship you have with each foreign organization, and whether the foreign organization accepts
contributions earmarked for a specific country or organization (if so, specify which countries or organizations). If "No,"
continue to Line 10.

9c¢ Do your contributors know that you have ultimate authority to use contributions made to you at your discretion for 7 Yes ( No
purposes consistent with your exempt purposes? If "Yes," describe how you relay this information to contributors.

9d Do you or will you make pre-grant inquiries about the recipient organization? If "Yes," describe these inquiries, ‘" Yes ( No
including whether you inquire about the recipient's financial status, its tax-exempt status under the Internal Revenue
Code, its ability to accomplish the purpose for which the resources are provided, and other relevant information.

9e Do you or will you use any additional procedures to ensure that your distributions to foreign organizations are usedin ¢ ves ¢ No
furtherance of your exempt purposes? If "Yes," describe these procedures, including periodic reporting requirements,
auditing grantees, site visits by your employees or compliance checks by impartial experts, etc., to verify that grant
funds are being used appropriately.

C-CNT-PiAHLB43 {Rgv. 01-2020)
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Form 1023 (Rev 01-2020) Name: CHARTERCARE HEALTH OF RHODE ISLAND FOUNDATION INC EIN: 92-1341158 Page 8

Your Activities (continued)

9f Do you share board members or other key personnel with the recipient organization(s)? If "Yes," identify the < Yes ( )No
relationships.

9g When you make grants, loans, or other distributions to foreign organizations, will you check the OFAC List of 7 Yes ( 'No
Specially Designated Nationals and Blocked Persons for names of individuals and entities with whom you are dealing ‘
to determine if they are included on the list? Describe any other practices you will engage in to ensure that foreign
expenditures or grants are not diverted to support terrorism or other non-charitable activities.

9h Will you comply with all United States statutes, executive orders, and regulations that restrict or prohibit U.S. persons . Yes ( No
from engaging in transactions and dealings with designated countries, entities, or individuals, or otherwise engaging
in activities in violation of economic sanctions administered by OFAC?

9i Wil you acquire from OFAC the appropriate license and registration where necessary? 7 Yes ( )No

10 Do you or will you operate in a foreign country or countries? If "Yes," name each foreign country and region within ‘ Yes (@ No
each country in which you do or will operate and describe your operations in each one. If "No," continue to Line 11.

10a When you conduct activities in foreign countries, will you check the OFAC List of Specially Designated Nationals and  + ves ¢ No
Blocked Persons for names of individuals and entities with whom you are dealing to determine if they are included
on the list? Describe any other practices you will engage in to ensure that foreign expenditures or grants are not
diverted to support terrorism or other non-charitable activities.

10b Will you comply with all United States statutes, executive orders, and regulations that restrict or prohibit U.S. " Yes ( No
persons from engaging in transactions and dealings with designated countries, entities, or individuals, or otherwise
engaging in activities in violation of economic sanctions administered by OFAC?

10c¢ Will you acquire from OFAC the appropriate license and registration where necessary?  )Yes ( No

C-CNT-PIH 835 {7gv. 01-2020)
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Form 1023 (Rev 01-2020)  Name: CHARTERCARE HEALTH OF RHODE ISLAND FOUNDATION INC EIN: 92-1341158 Page 9
Part IV Your Activities (continued)
11 Are you a sponsoring organization that maintains one or more donor advised funds? If yes, please provide a ¢ )Yes (@No

complete description of your program, including the specific advice that such donors may provide. Describe in detail
the control you maintain (or will maintain) over the use of the funds.

12 Do you or will you operate a school? {)Yes (@No
If "Yes," complete Schedule B.

13 Is your principal purpose or function to provide hospital or medical care? { )Yes (@ No
If "Yes," complete Schedule C.

14 Do you or will you provide low-income housing? { 'Yes (@No
If "Yes," complete Schedule F.

15 Do you or will you provide scholarships, fellowships, educational loans, or other educational grants to individuals, ‘ Yes (@No
including grants for travel, study, or other similar purposes?
If "Yes," complete Schedule H - Section .

16 Check any of the following fundraising activities that you will undertake (check all that apply):

| Website, mail, email, personal, and/or phone solicitations m Foundation grant solicitations

I Receive donations from another organization's website | Government grant solicitations
Bingo Other (non-bingo) gaming activities

@ Other (describe) SEE SUPPLEMENTAL INFORMATION.

We will not engage in fundraising activities.

17 Do you or will you engage in fundraising activities for other organizations? If "Yes," describe these arrangements, ‘@®Yes ( No
including the names or descriptions of the organizations for which you raise funds.

SEE SUPPLEMENTAL INFORMATION.

C-CNTEPMM1028 (Rev. 01-2020)
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Form 1023 (Rev 01-2020) Name: CHARTERCARE HEALTH OF RHODE ISLAND FOUNDATION INC EIN: 92-1341158 Page 10

MOmpensation and Other Financial Arrangements

1 Do you or will you compensate officers, directors, or trustees, or do or will you have highest compensated employees, (@) Yes ( No
or highest compensated independent contractors? If "No," continue to Line 2.

In establishing compensation for your officers, directors, trustees, highest compensated employees, and highest compensated independent
contractors:

1a Do or will the individuals that approve compensation arrangements follow a conflict of interest policy? @Yes ( INo

1b Do or will you approve compensation arrangements in advance of paying compensation? (®Yes ( )No

1c Do or will you document in writing the date and terms of approved compensation arrangements? @Yes ( No

1d Do or will you record in writing the decision made by each individual who decided or voted on compensation @Yes ( 'No
arrangements?

1e Do or will you approve compensation arrangements based on information about compensation paid by similarly (@Yes ( )No

situated taxable or tax-exempt organizations for similar services, current compensation surveys compiled by
independent firms, or actual written offers from similarly situated organizations?

1f Do or will you record in writing both the information on which you relied to base your decision and its source? @Yes ( )No

1g Do or will you have any other practices you use to set reasonable compensation? If "Yes," describe these practices. @Yes ( No

SEE SUPPLEMENTAL INFORMATION.

2 Have you adopted a conflict of interest policy consistent with the sample conflict of interest policy in Appendix Atothe ‘@ Yes ( No
instructions? If you are a hospital, answer "Yes" if your conflict of interest policy includes provisions consistent with
the additional healthcare related provisions in the sample document. If "No," describe the procedures you will follow
to ensure that persons who have a conflict of interest will not have influence over setting their own compensation or
regarding business deals with themselves.

3 Do you or will you compensate any of your officers, directors, trustees, highest compensated employees, and highest ¢ Yes (@ No
compensated independent contractors through non-fixed payments, such as discretionary bonuses or revenue-based
payments? If "Yes," describe all non-fixed compensation arrangements, including how the amounts are determined,
who is eligible for such arrangements, whether you place a limitation on total compensation, and how you determine
or will determine that you pay no more than reasonable compensation for services.

C-CNT-PumHL039 {Rev. 01-2020)
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Compensation and Other Financial Arrangements (continued)

4 Do you or will you purchase or sell any goods, services, or assets from or to: (i) any of your officers, directors, or (@Yes ( JNo
trustees; (ii) any family of any of your officers, directors, or trustees; (iii) any organizations in which any of your
officers, directors, or trustees are also officers, directors, or trustees, or in which any individual officer, director, or
trustee owns more than a 35% interest; (iv) your highest compensated employees; or (v) your highest compensated
independent contractors? If "Yes," describe any such transactions that you made or intend to make, with whom you
make or will make such transactions, how the terms are or will be negotiated at arm's length, and how you determine
you pay no more than fair market value or you are paid at least fair market value.

As part of the Health System, the Applicant may purchase services from other tax-exempt or taxable entities within the Health System, and
some of those entities may have one or more trustees, directors, or officers who also serve as trustees, directors or officers of the Applicant.
Such arrangements will be entered into at arm's length, and any compensation paid for such services will be fair market value and will not
be affected in any way by the overlapping governance across the Health System's various entities. Beyond this, the only services that will
be purchased from employees or independent contractors are their services as employees and independent contractors.

Do you or will you have any leases, contracts, loans, or other agreements with: (i) your officers, directors, or trustees; @Yes ( No
(i) any family of any of your officers, directors, or trustees; (iii) any organizations in which any of your officers,

directors, or trustees are also officers, directors, or trustees, or in which any individual officer, director, or trustee

owns more than a 35% interest; (iv) your highest compensated employees; or (v) your highest compensated

independent contractors? If "Yes," describe any written or oral arrangements that you made or intend to make, with

whom you have or will have such arrangements, how the terms are or will be negotiated at arm's length, and how you

determine you pay no more than fair market value or you are paid at least fair market value.

As noted above, the Applicant will be part of the Health System and may enter into service agreements with other tax exempt or taxable
entities within the Health System that have one or more trustees, directors, or officers who also serve as trustees, directors, or officers of
the Applicant. Such arrangements are common within tax-exempt health care systems and will be reasonable for all participants in the
arrangement.

6 Do you or will you contract with another organization to develop, build, market, or finance your facilities? ¢ Yes (@ No
If "Yes," describe each facility, the role of the other organization, and any business or family relationship between the
organization and your officers, directors, or trustees. Explain how that entity is selected, how the terms of any
contract(s) are negotiated at arm's length, and how you determine you will pay no more than fair market value for
services.

C-CNTERMMHI§Z3(Rev. 01-2020)
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Compensation and Other Financial Arrangements (continued)

7 Does or will someone other than your own employees or volunteers manage your activities or facilities? { )Yes (@ No
If "Yes," describe the activities or facilities that will be managed by others, the names of the persons or organizations
that manage or will manage your activities or facilities, and any business or family relationship between the
organization and your officers, directors, or trustees. Explain how these managers were or will be selected, how the
terms of any contracts or other agreements were or will be negotiated, and how you determine you will pay no more
than fair market value for services.

8 Do you participate in any joint ventures, including partnerships or limited liability companies treated as partnerships, { )Yes (@No
in which you share profits and losses with partners? If "Yes," state your ownership percentage in each joint venture,
list your investment in each joint venture, describe the tax status of other participants in each joint venture (including
whether they are section 501(c)(3) organizations), describe the activities of each joint venture, describe how you
exercise control over the activities of each joint venture, and describe how each joint venture furthers your exempt
purposes.

Mnancial Data

1 Select the option that best describes you to determine the years of revenues and expenses you need to provide.

You completed less than one tax year.

Provide a total of three years of financial information (including the current year and two future years of reasonable and good faith
projections of your future finances) in the following Statement of Revenues and Expenses.

® You completed at least one tax year but fewer than five.

Provide a total of four years financial information (including the current year and three years of actual financial information or
reasonable and good faith projections of your future finances) in the following Statement of Revenues and Expenses.

You completed five or more tax years.

Provide financial information for your five most recent tax years (including the current year) in the following Statement of Revenues
and Expenses.
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mmancial Data (continued)
A. Statement of Revenues and Expenses
Type of revenue Current tax year 4 prior tax years or 2 succeeding tax years
From: 07/01/2023 From: (7/01/2024 fFrom: 07/01/2025 fFrom: 07/01/2026 From:  12/05/2022
To: 06/03/2024 |l 0: 06/03/2025 [To: 06/30/2026 [To: 06/30/2027 [To: 06/30/2023
L iﬁg}j&grﬁ:ﬁzuzrl’zgn':g)'b“t'ons FaceiveL (B ARL | 0 $750,000. $825,000. $1,000,000. $0.
2 Membership fees received $0. $0. $0. $0. $0.
3 Gross investment income $0. $0. $0. $0. $0.
4 Net unrelated business income $0. $0. $0. $0. $o.
5 Taxes levied for your benefit $0. $0. $0. $0. $0.
s Value of services or facilities furnished by a $0. $0. $0. $0. $0.
governmental unit without charge (not including
the value of services generally furnished to the
public without charge)
7 Any revenue not otherwise listed above or in $0. $0. $0. $0. $0.
lines 9 - 12 below (provide an itemized list below)
8 Total of lines 1 through 7 $0. $750,000. $825,000. $1,000,000. $0.
g Gross receipts from admissions, merchandise $0. $0. $0. $0. $0.
sold or services performed, or furnishing of
facilities in any activity that is related to your
exempt purposes (provide an itemized list below)
10 Total of lines 8 and 9 $0. $750,000. $825,000. $1,000,000. $0.
11 l;lr?titgz?zg(rj Iﬁ:tsbzﬁ]o?)le of capital assets (provide $0. $0. $0. $0. $0.
12 Unusual grants (provide an itemized list below) $0. $0. $0. $0. $0.
13 Total Revenue (add lines 10 through 12) $0. $750,000. $825,000. $1,000,000. $0.
Type of expense Current tax year 4 prior tax years or 2 succeeding tax years
14 Fundraising expenses $0. $500,000. $515,000. $550,000. $0.
15 ekt aut(Grovioesan yamisoa st boicw, || B W 5 s
B proptaentonba b | o o s =
17 Compensation of officers, directors, and trustees | $0. $0. $0. $0. $0.
18 Other salaries and wages $0. $0. $0. $0. $0.
19 Interest expense $0. $0. $0. $0. $0.
20 Occupancy (rent, utilities, etc.) $0. $0. $0. $0. $0.
21 Depreciation and depletion $0. $0. $0. $0. $0.
22 Professional fees $0. $0. $0. $0. $0.
b3 Any expense .not othervyise clgssiﬁed, s_uch as $0. $0. $0. $0. $0.
program services (provide an itemized list below)
24 Total Expenses (add lines 14 through 23) $0. $500,000. $515,000. $550,000. $0.
25 Itemized financial data
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Part VI Financial Data (continued)

B. Balance Sheet (for your most recently completed tax year)

Year End: 06/30/2022

Assets
1 Cash $0.
2 Accounts receivable, net $0.
3 Inventories $0.
4 Bonds and notes receivable (provide an itemized list below) $0.
5 Corporate stocks (provide an itemized list below) $0.
6 Loans receivable (provide an itemized list below) $0.
7 Other investments (provide an itemized list below) $0.
8 Depreciable assets (provide an itemized list below) $0.
B Land $0.
10 Other assets (provide an itemized list below) $0.
11 Total Assets (add lines 1 through 10) $0.
Liabilities
12 Accounts payable $0.
13 Contributions, gifts, grants, etc. payable $0.
14 Mortgages and notes payable (provide an itemized list below) $0.
15 Other liabilities (provide an itemized list below) $0.
16 Total Liabilities (add lines 12 through 15) $0.
Fund Balances or Net Assets
17 Total fund balances or net assets $0.
18 Total Liabilities and Fund Balances or Net Assets (add lines 16 and 17) $0.

19 Itemized financial data
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Part VII Foundation Classification

Part VIl is designed to classify you as an organization that is either a private foundation or a public charity. Public charity classification is a more
favorable tax status than private foundation classification. If you are a private foundation, this part will further determine whether you are a

private operating foundation.

1 Select the foundation classification you are requesting from the list below.

You are described in 509(a)(1) and 170(b)(1)(A)(vi) as an organization that receives a substantial part of its financial
support in the form of contributions from publicly supported organizations, from a governmental unit, or from the general

public.

You are described in 509(a)(2) as an organization that normally receives not more than one-third of its financial support
from gross investment income and receives more than one-third of its financial support from contributions, membership
fees, and gross receipts from activities related to its exempt functions (subject to certain exceptions).

You are described in 509(a)(1) and 170(b)(1)(A)(i) as a church or a convention or association of churches. Complete
Schedule A.

You are described in 509(a)(1) and 170(b)(1)(A)(ii) as a school. Complete Schedule B.

You are described in 509(a)(1) and 170(b)(1)(A)(iii) as a hospital, a cooperative hospital service organization, or a
medical research organization operated in conjunction with a hospital. Complete Schedule C.

You are described in 509(a)(1) and 170(b)(1)(A)(iv) as an organization operated for the benefit of a college or university
that is owned or operated by a governmental unit.

You are described in 509(a)(1) and 170(b)(1)(A)(ix) as an agricultural research organization directly engaged in the
continuous active conduct of agricultural research in conjunction with a college or university.

You are described in 509(a)(3) as an organization supporting either one or more organizations described in 509(a)(1) or
B 509(a)(2) or a publicly supported section 501(c)(4), (5), or (6) organization. Complete Schedule D.

You are described in 509(a)(4) as an organization organized and operated exclusively for testing for public safety.

You are a publicly supported organization and would like the IRS to decide your correct classification.

You are a private foundation.

1a As a private foundation, section 508(e) requires special provisions in your organizing document in addition to those that
apply to all organizations described in section 501(c)(3). Check this box to confirm that your organizing document ]
includes these provisions or you rely on state law.

State specifically where your organizing document meets this requirement, such as a reference to a particular article or
section in your organizing document (Page/Article/Paragraph) or state that you rely on state law.

1b Do you or will you provide scholarships, fellowships, educational loans, or other educational grants to individuals, 'Yes ( )No
including grants for travel, study, or other similar purposes?
If "Yes," complete Schedule H - Section II.

1¢ Are you a private operating foundation? Yes ( No

To be a private operating foundation you must engage directly in the active conduct of charitable, religious,
educational, and similar activities, as opposed to indirectly carrying out these activities by providing grants to
individuals or other organizations.
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1d

Foundation Classification (continued)

Describe how you meet the requirements for private operating foundation status, including how you meet the income test and either the
assets test, the endowment test, or the support test. If you've been in existence for less than one year, describe how you are likely to satisfy

the requirements for private operating foundation status.

If you have been in existence more than 5 years, you must confirm your public support status. To confirm your qualification as a public
charity described in 509(a)(1) and 170(b)(1)(A)(vi) in existence for five or more tax years, you must have received one-third or more of your
total support from governmental agencies, contributions from the general public, and contributions or grants from other public charities; or
10% or more of your total support from governmental agencies, contributions from the general public, and contributions or grants from other
public charities and the facts and circumstances indicate you are a publicly supported organization. Calculate whether you meet this support

test for your most recent five-year period.

Did you receive contributions from any person, company, or organization whose gifts totaled more than the 2% Yes ( No
amount of line 8 in Part VI-A?

If "Yes," identify each person, company, or organization by letter (A, B, C, etc.) and indicate the amount contributed by each.
Keep a list showing the name of and amount contributed by each of these donors for your records.

ii. Based on your calculations, did you receive at least one-third of your support from public sources or did you Yes ( 'No
normally receive at least 10 percent of your support from public sources and you have other characteristics of a

publicly supported organization?

2a

If you have been in existence more than 5 years, you must confirm your public support status. To confirm your qualification as a public
charity described in 509(a)(2) in existence for five or more tax years, you must have normally received more than one-third of your support
from contributions, membership fees, and gross receipts from activities related to your exempt functions, or a combination of these sources,
and not more than one-third of your support from gross investment income and net unrelated business income. Calculate whether you meet
this support test for your most recent five-year period.

i. Did you receive amounts from any disqualified persons? 'Yes ( No

If "Yes," identify each disqualified person by letter (A, B, C, etc.) and indicate the amount contributed by each. Keep a
list showing the name of and amount contributed by each of these donors for your records.

ii. Did you receive amounts from individuals or organizations other than disqualified persons that exceeded the Yes ¢ No
greater of $5,000 or 1% of the amount on line 10 of Part VI-A Statement of Revenues and Expenses?

If "Yes," identify each individual or organization by letter (A, B, C, etc.) and indicate the amount contributed by each.
Keep a list showing the name of and amount contributed by each of these donors for your records.

iii. Based on your calculations, did you normally receive more than one-third of your support from a combination of ¢ Yes ¢ No
gifts, grants, contributions, membership fees, and gross receipts (from permitted sources) from activities related
to your exempt functions and normally receive not more than one-third of your support from investment income
and unrelated business taxable income?
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Effective Date

In general, a determination letter recognizing exemption of an organization described in section 501(c)(3) is effective as of the date of formation
of an organization if: (1) its purposes and activities prior to the date of the determination letter have been consistent with the requirements for
exemption; and (2) it has filed an application for recognition of exemption within 27 months from the end of the month in which it was organized.

1 Are you submitting this application within 27 months of the end of the month in which you were legally formed? mYes | |No

If "No," complete Schedule E.

Wnual Filing Requirements

If you fail to file a required information return or notice for three consecutive years, your exempt status will be automatically revoked.

1 Certain organizations are not required to file annual information returns or notices (Form 990, Form 990-EZ, or 'Yes  (m|No

Form 990-N, e-Postcard). If you are granted tax-exemption, are you claiming to be excused from filing Form 990,
Form 990-EZ, or Form 990-N?

If "Yes," are you claiming you are excepted from filing because you are:

A church or association of churches

An integrated auxiliary (such as a men's or women's organization, religious school, mission society, or religious group)

A church-affiliated organization (other than a section 509(a)(3) organization) that is exclusively engaged in managing
funds or maintaining retirement programs and is described in Revenue Procedure 96-10, 1996-1 C.B. 577

A school below college level affiliated with a church or operated by a religious order

A mission society (other than a section 509(a)(3) supporting organization) sponsored by, or affiliated with, one or more
churches or church denominations, if more than half of the society's activities are conducted in, or directed at, persons
in foreign countries

An affiliate of a governmental unit that meets the requirements of Revenue Procedure 95-48, 1995-2 C.B. 418 (other
than a section 509(a)(3) supporting organization)

Other (describe)

Signature

= | declare under the penalties of perjury that | am authorized to sign this application on behalf of the above organization and that |
~'have examined this application, and to the best of my knowledge it is true, correct, and complete.

Benjamin Mingle DIRECTOR & CHAIR
(Type name of signer) (Type title or authority of signer)
12/18/2023
(Date)
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Upload checklist:

Organizing document (and any amendments)

Bylaws, if adopted

Form 2848, Power of Attorney and Declaration of Representative (if applicable)
Form 8821, Tax Information Authorization (if applicable)

Supplemental responses (if applicable)

Expedited handling request (if applicable)

C-CNT-PMH-010184
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Schedule D. Section 509(a)(3) Supporting Organizations

1 List the names, addresses, and EINs of the organizations you support.
SEE SUPPLEMENTAL INFORMATION.

2 Are all your supported organizations public charities under section 509(a)(1) or (2)? If "Yes," continue to Line 3. ®Yes ( )No

2a Are your supported organizations tax exempt under section 501(c)(4), 501(c)(5), or 501(c)(6) and do your supported Yes ( No
organizations meet the public support test under section 509(a)(2)? If "No," explain how each organization you
support is a public charity under section 509(a)(1) or 509(a)(2).

3 Which of the following describes your relationship with your supported organization(s)?

A majority of your governing board or officers are elected or appointed by your supported organization(s). (Type | supporting
organization)

Your control or management is vested in the same persons who control or manage your supported organization(s). (Type Il
supporting organization)

One or more of your officers, directors, or trustees are elected or appointed by the officers, directors, trustees, or membership of your
supported organization(s), or one or more of your officers, directors, trustees, or other important office holders, are also members of
the governing body of your supported organization(s), or your officers, directors, or trustees maintain a close and continuous working
relationship with the officers, directors, or trustees of your supported organization(s). (Type Ill supporting organization)

4 Describe how your governing board and officers are selected. If you are a Type Il organization, also describe how your officers, directors, or
trustees maintain a close and continuous working relationship with the officers, directors, or trustees of your supported organization(s).

SEE SUPPLEMENTAL INFORMATION.
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Schedule D. Section 509(a)(3) Supporting Organizations (continued)

5

Do any persons who are disqualified persons (except individuals who are disqualified persons only because they are Yes
foundation managers) with respect to you or persons who have a family or business relationship with any disqualified

persons appoint any of your foundation managers? If "Yes," (1) describe the process by which disqualified persons

appoint any of your foundation managers, (2) provide the names of these disqualified persons and the foundation

managers they appoint, and (3) explain how control is vested over your operations (including assets and activities) by

persons other than disqualified persons.

(® No

Do any persons who are disqualified persons (except individuals who are disqualified persons only because they are Yes
foundation managers) have any influence regarding your operations, including your assets or activities? If "Yes," (1)

provide the names of these disqualified persons, (2) explain how influence is exerted over your operations (including

assets and activities), and (3) explain how control is vested over your operations (including assets and activities) by

individuals other than disqualified persons.

(@ No

Does your organizing document specify your supported organization(s) by name? ® Yes
If "Yes" and you selected Type | above, continue to Line 8.

If "Yes," and you selected Type Il, do not complete the rest of Schedule D.

If "No" and you selected Type Ill above, amend your organizing document to specify your supported organization(s)

by name or you will not meet the organizational test and need to reconsider your requested public charity

classification; then continue to Line 8. :

7a

Does your organizing document name a similar purpose or charitable class of beneficiaries as to your supported
organization(s)? If "No," amend your organizing document to specify your supported organization(s) by name, ) Yes
purpose, or class or you will not meet the organizational test and need to reconsider your requested public charity

classification.

If you selected Type Il above, do not complete the rest of Schedule D.

Do you or will you receive contributions from any person who alone, or combined with family members or an entity at " Yes
least 35% controlled by that person, controls any of your supported organizations, or will you receive contributions

from any family member of, or an entity at least 35% controlled by, any person who controls any of your supported
organizations? If "Yes," explain.

If you selected Type | above, do not complete the rest of Schedule D.
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Do the officers, directors, or trustees of your supported organization have a significant voice in your investment 'Yes ( INo

policies, the timing and making of grants, the selection of grant recipients, and in otherwise directing the use of your
income or assets? If "Yes," explain.

9

10 In each taxable year, do you or will you provide each of your supported organizations with (a) a written notice Yes ( 'No

addressed to a principal officer of the supported organization describing the type and amount of all of the support
you provided to the supported organization during the immediately preceding taxable year, (b) a copy of your most
recently filed Form 990-series return or notice, and (c) a copy of your governing documents? If ‘No,' explain.

11 Do you exercise a substantial degree of direction over the policies, programs, and activities of your supported Yes ( No

organization(s) and appoint or elect (directly or indirectly) a majority of the officers, directors, or trustees of your
supported organization(s)? If "Yes," explain.

12 Do substantially all of your activities directly further the exempt purposes of one or more supported organizations to Yes
which you are responsive by performing the functions of, or carrying out the purposes of, such supported
organization(s) and but for your involvement would normally be engaged in by such supported organization(s). If

"Yes," explain and do not complete the rest of Schedule D.
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Schedule D. Section 509(a)(3) Supporting Organizations (continued)

13 Do you distribute at least 85% of your annual net income or 3.5% of the aggregate fair market value of all of your 'Yes ( )No
non-exempt-use assets (whichever is greater) to your supported organization(s)? If "No," explain.

13a How much do you contribute annually to each supported organization?

13b What is the total annual revenue of each supported organization?

13c Do you or the supported organization(s) earmark your funds for support of a particular program or activity? If "Yes," Yes ( No
explain.
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Supplemental Information for Form 1023

Part |, Line 4.

If additional information is needed, the Service should contact the Applicant’s Authorized
Representatives, James R. Willey and Kelci R. Laster. A Form 2848, Power of Attorney
and Declaration of Representative, for Mr. Willey and Ms. Laster is attached as
Exhibit A.

Partll, Line 1.

Articles of Incorporation, with proof of filing, attached as Exhibit B.

Partll, Line 2.

Bylaws, as adopted March 6, 2023, attached as Exhibit C.

Part 1V, Line 1.

(continued from Form 1023)

Background.

In 2009, Roger Williams Medical Center (‘RWMC”)" and Our Lady of Fatima Hospital
(“OLFH")? agreed to affiliate through the creation of CharterCARE Health Partners
(“CCHP”). RWMC and OLFH each shared a long, proud history of providing charity care
to the poor and vulnerable residents of the Community and believe that the creation of
CCHP as the parent organization of their combined hospital systems would allow them to
better serve the needs of the residents of the Community.

RWMC was founded in 1878 as a community owned and governed hospital known as the
Homeopathic Hospital of Rhode Island. Since 1922, RWMC has been located in the Smith
Hill neighborhood of Providence, which is one of the city’s oldest neighborhoods. OLFH’s
history in the Community dates back to 1892 when the Roman Catholic Diocese of
Providence (the “Diocese”) opened St. Joseph Hospital. OLFH was opened by the
Diocese in North Providence in 1954. In 1970, the Diocese merged OLFH and St. Jospeh
Hospital and consolidated their operations on OLFH’s North Providence campus.

Despite the affiliation between RWMC and OLFH, CCHP continued to face increasing
financial and operational challenges that threatened the future of both hospitals. In 2014,
CCHP sold substantially all of the assets used in the operation of RWMC, OLFH, and

TRWMC was at the time an independent, nonprofit, tax-exempt community hospital located in Providence,

Rhode Island.
2 OLFH was at the time a nonprofit, tax-exempt hospital sponsored by the Diocese of Providence located
in North Providence, Rhode Island.
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CharterCARE Health of Rhode Island Foundation Inc.
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their respective affiliates (collectively, the “CharterCARE Assets”) to Prospect Medical
Holdings, Inc., a for-profit healthcare system based in California (“Prospect”), and
thereafter Prospect began to operate RWMC, OLFH, and their respective affiliates in a
for-profit manner.

At all times prior to the sale of the CharterCARE Assets to Prospect, RWMC and OLFH
were organized and operated exclusively for charitable, educational, scientific, and/or
religious purposes within the meaning of Section 501(c)(3) of the Code (or its
predecessors). While RWMC and OLFH are no longer organized as non-profit hospitals
under state law, they each continue to play a vitally important role in the Community
because of their designation as safety net hospitals by the Rhode Island Attorney General
and Department of Health (collectively, the “State Officials”).

On November 18, 2022, The Centurion Foundation, Inc. (the “Foundation”), which is a
Georgia nonprofit corporation that has been recognized by the Internal Revenue Service
(the "IRS") as exempt from federal income tax under Code Section 501(c)(3), entered into
an agreement to acquire the CharterCARE Assets from Prospect (the “Transaction”). The
Transaction is subject to approval by State Officials. Applications for approval of the
Transaction were submitted to State Officials on November 14, 2023 and such
applications were accepted by State Officials on December 14, 2023. By statute (R.l. Gen
Laws § 23-177.14-3, State Officials have one hundred twenty (120) calendar days to
approve or reject the Transaction (i.e., April 12, 2024). If the Transaction is approved by
State Officials, the Applicant anticipates that the Transaction would likely close on or
before September 30, 2024.

Charitable Purposes and Activities.

The purpose of the Transaction is for CharterCARE Health of Rhode Island, Inc.(the
“Health System Parent”), through the various legal entities that will comprise the Health
System (collectively, the “Health System Entities”), to acquire the CharterCARE Assets
in order to create a new Health System that will be operated in a nonprofit and charitable
manner to serve the residents of the Community. The proposed Post-Transaction
Organizational Chart of the Health System is attached as Exhibit D.

The Heath System Parent, which is a newly created Rhode Island nonprofit corporation
which has separately applied for recognition as an organization that is exempt from
federal income taxation pursuant to Code Section 501(c)(3), shall serve as the parent
organization of the Health System. The Primary activities of the Health System Parent
shall be to provide administrative and management services to the following Health
System Entities:

1. CharterCARE Roger Williams Medical Center, a newly-created Rhode Island
nonprofit corporation that is organized and will be operated exclusively for
purposes that are charitable, educational, and/or scientific within the meaning of
Code Section 501(c)(3) and classified as a public charity under Code Sections
509(a)(1) and 170(b)(1)(A)(iii) by virtue of its ownership and operation of RWMC,
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which currently is a 220-licensed bed acute care, community hospital located in
Providence, Rhode Island that also serves as an academic medical affiliated with
Boston University School of Medicine;

2. CharterCARE Our Lady of Fatima Hospital, a newly-created Rhode Island
nonprofit corporation that is organized and will be operated exclusively for
purposes that are charitable, educational, and/or scientific within the meaning of
Code Section 501(c)(3) and classified as a public charity under Code Sections
509(a)(1) and 170(b)(1)(A)(iii) by virtue of its ownership and operation of OLFH,
which currently is a 278-licensed bed acute care, community hospital located in
North Providence, Rhode Island, and in a manner consistent with its history of
sponsorship by the Catholic Church;

3. CharterCARE Blackstone Surgery Center, LLC, a newly-created Rhode Island
limited liability company created for the primary purpose of operating an outpatient
surgery center located in Johnston, Rhode Island to or for the benefit of patients
of the Hospitals and other members of the Community;

4. CharterCARE Physicians, LLC, a newly-created Rhode Island limited liability
company created for the primary purpose of employing multi-specialty physicians
and other health care practitioners to provide medical services to or for the benefit
of patients of the Hospitals and other members of the Community.

5. CharterCARE Home Health and Hospice, LLC, a newly-created Rhode Island
limited liability company created for the primary purpose of providing
hospital-based, in-home visiting nurse services to or for the benefit of patients of
the Hospitals and other members of the Community.

6. CharterCARE of Rhode Island Foundation, Inc., which as described above, is
a newly-created Rhode Island nonprofit corporation that is organized and will be
operated exclusively for purposes that are charitable, educational, and/or scientific
within the meaning of Code Section 501(c)(3) by raising funds and providing
assistance to RWMC and OLFH (Individually, a “Health System Hospital” and
collectively, the “Health System Hospitals”) and other Health System Entities that
are described under Code Section 501(c)(3) and are classified as public charities
under Code Sections 509(a)(1) or 509(a)(2) (the “CharterCARE Foundation”).

As set forth in the Applicant's governing documents attached as Exhibit B and
Exhibit C, the Applicant has been created to raise funds and provide assistance
specifically to, and for the benefit of, the Health System Hospitals and other Health
System Entities that are described under Code Section 501(c)(3) and are classified as
public charities under Code Sections 509(a)(1) or 509(a)(2) and, on that basis, will be a
supporting organization to such supported organizations within the meaning of Code
Section 509(a)(3).

-3- C-CNT-PMH-010191



CONFIDENTIAL

CharterCARE Health of Rhode Island Foundation Inc.
EIN: 92-1341158

The Health System Parent anticipates that the primary funding for the Health System will
come from the provision of charitable health care services in the Community. However,
philanthropic fundraising endeavors are a significant source of support for Code Section
501(c)(3) health care organizations. The Applicant anticipates that it will undertake such
endeavors on behalf the Health System Hospitals and the Health System’s other Code
Section 501(c)(3) organizations by conducting fundraising programs and receiving
donations (including lifetime gifts and bequests), grants, and investment income for the
Health System Hospitals. All monies generated from the Applicant’s fundraising activities
will be paid directly by the donor to either the Applicant or the Health System Hospitals.
Upon recognition of the Applicant’s tax-exempt status, the Applicant will begin to solicit
funds and make distributions to the Health System Hospitals in accordance with it
governing documents.

The Applicant anticipates that its principal source of income (in descending order of
magnitude) will be donations (including lifetime gifts and bequests), grants, and
investment income. The Applicant’s primary expenditures will be distributions for the
benefit of the Health System Hospitals to further their charitable mission, vision, values,
and programs. The Applicant may make direct payments to the Health System Hospitals
or may purchase and deliver to the Health System Hospitals items of medical equipment
or other personal or real property that will assist the Health System Hospitals in
accomplishing their tax-exempt purposes.

Part IV, Line 16.

The following represent planned fundraising activities by the Applicant:

Sending mailings to past donors of the Health System Hospitals;

Operating a planned giving program;

Preparing and submitting applications for annual grants;

Conducting an annual campaign for donations from employees of the Health
System Hospitals;

e Publishing and distributing materials to promote memorial and tribute gifts; and

e Conducting fundraising events.

The forgoing activities will be conducted by the Applicant’s staff, with assistance from
volunteers, and will take place in the Community through the Applicant’s office.
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Part 1V, Line 17.

The following is a list of the names, addresses, and EINs of the Applicant’s supported
organizations (which are referred to above collectively as the Health System Hospitals)
for whom the Applicant will engage in fundraising activities:

Name Address EIN
CharterCARE Roger 825 Chalkstone Avenue 92-1361532
Williams Medical Center Providence, Rhode Island 02908

CharterCARE Our Lady of | 200 High Service Avenue 92-1354378
Fatima Hospital North Providence, Rhode Island 02904

Part V, Line 19.

With respect to any employees who are or will become disqualified persons, the Applicant
will follow a process consistent with the requirements for the rebuttable presumption of
reasonableness under the Treasury Regulations in establishing compensation for
employees and independent contractors. The amounts the Applicant pays for such
employees will be reasonable because all organizations within the Health System are
committed to paying compensation that does not exceed the thresholds for
reasonableness, which they accomplish by following compensation surveys and by
following a process consistent with the requirements for the rebuttable presumption,
where necessary, and the Applicant will pay only actual costs (i.e., reimbursing the
affiliate for wages and the value of benefits) for the employees it leases.

Part VI-A, Line 25.

Applicant has included financial information for the most recently completed tax year
(i.e., 12/05/2022 — 06/30-2023). Projections of Applicant’s likely income and expenses for
the current tax year (i.e., 07/01/2023 — 06/30/2024) and three (3) succeeding tax years
(i.e., 07/01/2023 — 06/30/2024, 07/01/2024 — 06/30/2025, and 07/01/2025 — 06/30/2026)
are based upon (a) an assumption that approval and closing of the Transaction will occur
on or about September 30, 2024, and (b) a reasonable and good faith estimate of
Applicant's future finances during the (3) tax years following the closing of the
Transaction. Figures for the tax year ending 06/30/2025 have been annualized for year-
over-year comparison purposes. An itemized list of “[Alny expenses not otherwise
classified, such as program services” reported on Part VI-A, Line 23 is attached as
Exhibit E.
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Part VI-B, Line 19.

Applicant had no assets or liabilities for the most recently completed tax year
(r.e., 12/05/2022 - 06/30/2023) and will likely have no assets or liabilities at the end of the
current tax year (i.e., 07/01/2023 - 06/30/2024). Applicant is not expected to have any
assets or liabilities until such time as the Transaction is approved by State Officials and
the Transaction closes.

Part X.

Consistent with the IRS guidance concerning signature on an electronically submitted
Form 1023, as issued May 5, 2020, a separate signature page including all information
from Part X of the Form 1023 is attached as Exhibit E.

Schedule D, Line 1.

The following is a list of the names, addresses, and EINs of the Applicant’s supported
organizations (which are referred to above collectively as the Health System Hospitals):

Name Address EIN
CharterCARE Roger 825 Chalkstone Avenue 92-1361532
Williams Medical Center Providence, Rhode Island 02908

CharterCARE Our Lady of | 200 High Service Avenue 92-1354378
Fatima Hospital North Providence, Rhode Island 02904

Schedule D, Line 4.

The sole corporate member of the Applicant is the Health System Parent. The Applicant's
Board of Directors is appointed by the Health System Parent. The Health System Parent
also appoints the Board of Directors of the Health System Hospitals.

The Applicant is supervised and controlled in connection with the Health System
Hospitals, which are Code Section 509(a)(1) public charities that the Applicant supports,
and therefore is a type Il supporting organization. Section 1.509(a)-4(h)(1) of the Treasury
Regulations (the “Regulations”) provides as follows:

In order for a supporting organization to be “supervised or controlled in
connection with” one or more publicly supported organizations, there must
be common supervision or control by the persons supervising or controlling
both the supporting organization and the publicly supported organizations
to ensure that the supporting organization will be responsive to the needs
and requirements of the publicly supported organizations. Therefore, in
order to meet such requirement, the control and management of the
supporting organization must be vested in the same persons that control or
manage the publicly supported organizations.
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These requirements are satisfied by the Applicant, which is controlled by its Board of
Directors. The Applicant’s Board of Directors and the Board of Directors of the Health
System Hospitals (the Applicant’s supporting organizations) are each appointed by the
Health System Parent. The Health System Parent has indirect control over the Applicant
and the Health System Hospitals by virtue of its power to appoint the Board of Directors
of the Applicant and the Health System Hospitals. Accordingly, the same individuals that
have control over the Health System Parent have indirect control over the Applicant and
the Health System Hospitals. This gives the Board of Directors of the Health System
Parent the ability "to ensure that [the Applicant] will be responsive to the needs of the
Health System [Hospitals]."
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EXHIBIT A

Form 2848 — Power of Attorney and Declaration of Representative

See attached.
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. 2848 Power of Attorney s Y
(Rov. January 2021) and Declaration of Representative hoomed by
ﬂfﬁ,ﬁﬁ?ﬁgﬁg&g%ﬁﬁ”” » Go to www.irs.gov/Form2848 for instructions and the latest information. Name
Power of Attorney Telephone
Caution: A separate Form 2848 must be completed for each taxpayer. Form 2848 will not be honored Function
for any purpose other than representation before the IRS. Date I
1 Taxpayer information. Taxpayer must sign and date this form on page 2, line 7.
Taxpayer name and address Taxpayer identification number(s)
CharterCARE Health of Rhode Island Foundation Inc. 92-1341158
825 Chalkstone Avenue Daytime telephone number Plan number (if applicable)
Providence, RI 02908 404-233-9000
hereby appoints the following representative(s) as attorney(s)-in-fact:
2  Representative(s) must sign and date this form on page 2, Part II.
Name and address CAF No. 3206-14361R
James R. Willey, Hall, Render, Killian, Heath & Lyman, P.C. PTIN
500 North Meridian Street, Suite 400 Telephone No. 317-977-1409
Indianapolis, IN 46204 Fax No. 317-633-4878
Check if to be sent copies of notices and communications Check if new: Address [ ]  Telephone No. [] Fax No. []
Name and address CAF No. 0313-39660R
Kelci R. Laster, Hall, Render, Killian, Heath & Lyman, P.C. PTIN
500 North Meridian Street, Suite 400 Telephone No. 317-977-1401
Indianapolis, IN 46204 Fax No. 317-633-4878
Check if to be sent copies of notices and communications Check if new: Address [ ]  Telephone No. [] Fax No. []
Name and address CAF No.
PTIN
Telephone No.
Fax No.
(Note: IRS sends notices and communications to only two representatives.)] Check if new: Address ] Telephone No. [] Fax No. []
Name and address CAF No.
PTIN
Telephone No.
Fax No.
(Note: IRS sends notices and communications to only two representatives)| Check if new: Address []  Telephone No. [] Fax No. []

to represent the taxpayer before the Internal Revenue Service and perform the following acts:

3 Acts authorized (you are required to complete line 3). Except for the acts described in line 5b, | authorize my representative(s) to receive and
inspect my confidential tax information and to perform acts | can perform with respect to the tax matters described below. For example, my
representative(s) shall have the authority to sign any agreements, consents, or similar documents (see instructions for line 5a for authorizing a
representative to sign a return).

Description of Matter (Income, Employment, Payroll, Excise, Estate, Gift, . 7 ;
Whistleblower, Practitioner Discipline, PLR, FOIA, Civil Penalty, Sec. | 1040 glfxg‘(’)"gt';“)"(’i’fb:;p" cable) Venr(s) ‘Z;eze{;‘;ffj)ct(:gﬁ';’)p"Cab'e)
4980H Shared Responsibility Payment, etc.) (see instructions) S

Application for Recognition of Exemption under Section 501(c)(3) of
the Internal Revenue Code 1023 2022-2024

4  Specific use not recorded on the Centralized Authorization File (CAF). If the power of attorney is for a specific use not recorded on
CAF, check this box. See Line 4. Specific Use Not Recorded on CAF in the instructions . . . . . . . . . . . . . . P |

5a Additional acts authorized. In addition to the acts listed on line 3 above, | authorize my representative(s) to perform the following acts (see
instructions for line 5a for more information): [] Access my IRS records via an Intermediate Service Provider;
[] Authorize disclosure to third parties; [[] substitute or add representative(s); O Sign a return;

Other acts authorized: Authority to receive SS-4 application processing status, Notice 147C letter(s), and any determination
letter(s) regarding tax exemption by secure fax with effective dates and/or filing requirements.

For Privacy Act and Paperwork Reduction Act Notice, see the instructions. Cat. No. 11980J Form 2848 (Rev. 1-2021)
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Form 2848 (Rev. 1-2021) Page 2

b Specific acts not authorized. My representative(s) is (are) not authorized to endorse or otherwise negotiate any check (including directing or
accepting payment by any means, electronic or otherwise, into an account owned or controlled by the representative(s) or any firm or other
entity with whom the representative(s) is (are) associated) issued by the government in respect of a federal tax liability.

List any other specific deletions to the acts otherwise authorized in this power of attorney (see instructions for line 5b):

6 Retention/revocation of prior power(s) of attorney. The filing of this power of attorney automatically revokes all earlier power(s) of
attorney on file with the Internal Revenue Service for the same matters and years or periods covered by this form. If you do not want to
revoke a prior power of attomey, checkhere . . . . . . . . . . . . . . . . L ..o > [
YOU MUST ATTACH A COPY OF ANY POWER OF ATTORNEY YOU WANT TO REMAIN IN EFFECT.

7  Taxpayer declaration and signature. If a tax matter concerns a year in which a joint return was filed, each spouse must file a separate power
of attorney even if they are appointing the same representative(s). If signed by a corporate officer, partner, guardian, tax matters partner,
partnership representative (or designated individual, if applicable), executor, receiver, administrator, trustee, or individual other than the
t , | certify | have the legal authority to execute this form on behalf of the taxpayer.

IF NOT COMPLETED, SIGNED, AND DATED, THE IRS WILL RETURN THIS POWER OF ATTORNEY TO THE TAXPAYER.

,' !; g ’ 9'3-0; Director & Chair

A D oot

Signature Date Title (if applicable)
Benjamin M. Mingle CharterCARE Roger Williams Medical Center
Print name Print name of taxpayer from line 1 if other than individual

IZXAIl  Declaration of Representative
Under penalties of perjury, by my signature below | declare that:
e | am not currently suspended or disbarred from practice, or ineligible for practice, before the Internal Revenue Service;
* | am subject to regulations in Circular 230 (31 CFR, Subtitle A, Part 10), as amended, governing practice before the Internal Revenue Service;
¢ | am authorized to represent the taxpayer identified in Part | for the matter(s) specified there; and
e | am one of the following:
a Attorney—a member in good standing of the bar of the highest court of the jurisdiction shown below.
b Certified Public Accountant—a holder of an active license to practice as a certified public accountant in the jurisdiction shown below.
¢ Enrolled Agent—enrolled as an agent by the IRS per the requirements of Circular 230.
d Officer—a bona fide officer of the taxpayer organization.
e Full-Time Employee—a full-time employee of the taxpayer.
f
9

Family Member—a member of the taxpayer's immediate family (spouse, parent, child, grandparent, grandchild, step-parent, step-child, brother, or sister).
Enrolled Actuary—enrolled as an actuary by the Joint Board for the Enroliment of Actuaries under 29 U.S.C. 1242 (the authority to practice before
the IRS is limited by section 10.3(d) of Circular 230).

h Unenrolled Return Preparer—Authority to practice before the IRS is limited. An unenrolled return preparer may represent, provided the preparer (1)
prepared and signed the return or claim for refund (or prepared if there is no signature space on the form); (2) was eligible to sign the return or
claim for refund; (3) has a valid PTIN; and (4) possesses the required Annual Filing Season Program Record of Completion(s). See Special Rules
and Requirements for Unenrolled Return Preparers in the instructions for additional information.

k Qualifying Student or Law Graduate—receives permission to represent taxpayers before the IRS by virtue of his/her status as a law, business, or
accounting student, or law graduate working in a LITC or STCP. See instructions for Part Il for additional information and requirements.

r Enrolled Retirement Plan Agent—enrolled as a retirement plan agent under the requirements of Circular 230 (the authority to practice before the
Internal Revenue Service is limited by section 10.3(g)).
» IF THIS DECLARATION OF REPRESENTATIVE IS NOT COMPLETED, SIGNED, AND DATED, THE IRS WILL RETURN THE
POWER OF ATTORNEY. REPRESENTATIVES MUST SIGN IN THE ORDER LISTED IN PART I, LINE 2.
Note: For designations df, enter your title, position, or relationship to the taxpayer in the “Licensing jurisdiction” column.

Licensing jurisdiction

Designation— Stat th Bar, license, certification, :
Insert above i ( aie) o (:h o registration, or enroliment Signature Date
letter (a-r). | !lcensing authority number (if applicable)

(if applicable)

a IN 1895249 -&V« Y. Wil lz[“‘\hl_}

a I 35212-49 1‘47&(“1 \j/)féﬁ/\/ {Q[‘q [Q%

Y

Form 2848 (Rev. 1-2021)
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EXHIBIT B

Articles of Incorporation
(with proof of filing)

See attached.
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- State of Rhode Island r
@ Department of State - Business Services Division

vy

Articles of Incorporation TR
DOMESTIC Non-Profit Corporation

—> Filing Fee: $35.00

The undersigned, acting as incorporator(s) of a corporation under RIGL 7-6-34, adopt(s) the I J
following Articles of Incorporation for such corporation:

1. The name of the corporation is:
CharterCARE Health of Rhode Island Foundation, Inc.

2. The period of its duration is: CHECK ONE BOX ONLY
[f] Perpetual (on-going)

D Date certain for dissolution

3. The specific purpose or purposes for which the corporation is organized are:
See attached

Check the box to indicate an attachment [f]

4. Provisions, if any, not consistent with the taw, which the incarporators elect to set forth in these Articles of Incorporation
for the regulation of the internal affairs of the corporation are:

See attached

Check the box to indicate an attachment ]

5. Name and address of the initial registered agent/office in Rhode Island is:

Agent Name
Chace Ruttenberg & Freedman, LLP

Street Address (NQT a P.O. Box
( )One Park Row, Suite 300

Ci Stat Zip Cod
ltyProvidence 2 eRHODE ISLAND pLade 02903

waiL 10 FILED %/
Division of Business Services Ll s !

148 W. River Street, Providence, Rhode Island 02904-2615 DEC 05 2022 %
Phone: (401) 222-3040 Ky W00, W, 17
Website: www.s0s.ri.gov B\C/ .
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6. The number of the initial Board of Directors of the Corporationis 3 (not less than 3 directors) and the names and
address of the persons who are to serve as the initial directors are:

NAME ADDRESS

See attached

Check the box to indicate an attachment []

7. The name and address of each incorporator is:

NAME ADDRESS

Carl I. Freedman One Park Row, Suite 300, Providence, Rl 02903

Check the box to indicate an attachment []

8. Date when these Articles of Incorporation will be effective: CHECK ONE BOX ONLY

m Date received (Upon filing)

D Later effective date (Date must be no more than 30 days from the date of filing)

Under penally of perjury, I/we declare and affirm that l/we have examined these Articles of Incorporation, including any
accompanying attachments, and that all statements contained herein are true and comrect.

Type or Print Name of Incorporator Date
Carl |. Freedman ; 12/5/22
Y TN
Signature of In porét}fr
Aled

Type or Print Name of Inco’rpora\tor Date
Signature of Incorporator

Type or Print Name of Incorporator Date

Signature of Incorporator

C-CNT-PMH-010201

Wl oo =y W wzas av - ae  AAMAN o s A~ Aan . -n a == e




CONFIDENTIAL

ARTICLES OF INCORPORATION
OF

CHARTERCARE HEALTH OF RHODE ISLAND FOUNDATION, INC.

The undersigned incorporator hereby forms a corporation under the Rhode Island
Nonprofit Corporation Act (the "Act"). References included in these Articles of Incorporation
("Articles”) to provisions of the "General Laws of Rhode Island" or "R.1.G.1.." or "G.L." shall refer
to provisions of the State of Rhode Island General Laws 1956, as amended; and references included
in these Articles to provisions of the "Code" shall refer to provisions of the Internal Revenue Code
of 1986, as amended (or the corresponding provisions of any future United States Internal Revenue
Law). Capitalized terms used and not otherwise defined herein shall have the meanings set forth

in the Corporation’s bylaws.

1. Name. The name of the corporation is CharterCARE Health of Rhode Island
Foundation, Inc. (the "Corporation").

2, Nonprofit Corporation. The Corporation is a nonprofit and shall not have or issue
shares or make distributions except as provided in R.1.G.1.. § 7-6-31 and as further provided in

these Articles or the bylaws of the Corporation.

: ) Membership. The Corporation is a membership corporation. The sole member of
thc Corporation is CharterCARE of Rhode Island, Inc., a charitable nonprofit corporation
organized and existing under the laws of the State of Rhode Island (the "Member"). Except as
otherwise provided herein, the Member shall have those exclusive rights and powers set forth in
the Corporation's bylaws. and all other rights, privileges, and obligations which are accorded to

the Member under the Corporation's bylaws or under Rhode Island law.

4, Registered Agent. ‘The Corporation's initial registered agent shall be Chace
Ruttenberg & Freedman 1.1P, with an address of One Park Row, Suite 300, Providence, Rhode

Island 02903.

8 Duration. The duration of the Corporation shall be perpetual.
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6. Purpose.

(a)  The Corporation is organized and at all times shall be operated exclusively
for charitable, religious, educational, and scientific purposes within the meaning of Section
501(c)(3) of the Code, including, for such purposes, the making of distributions to

organizations that qualify as exempt organizations under Section 501(c)(3) of the Code.

(b)  In furtherance of the Corporation’s charitable purposes, the Corporation
shall manage, raise, and disburse funds and donations for the benefit of the charitable, tax-
exempt purposcs of the Member and its Affiliates that qualify under Section 501(c)(3) and
under Section 509(a)(1) or Section 509(a)(2) of the Code, as part of the integrated
healthcare delivery system (the "System”) under the control of the Member and the

successors and assigns of the Member,
7. Board of Directors.

(a) Board Management and Composition. ‘The activities. business, property.

and affairs of the Corporation shall be managed by a board (the "Board") of not less than
three (3) directors (cach a "Director"), as may be further provided in the Corporation's

bylaws.

(b) Initial Directors. The initial Board consists of the tollowing three (3)

Directors:

Name Address

| Benjamin Michael Mingle | 1440 Garmon Ferry Rd. NW, Atlanta, GA 30327

| Gregory Kent Grove 1075 W, Conway Dr. NW, Atlanta, GA 30327
| Jeffrey Howard Licbman 4 Wallace Court. Watertown, MA 02129 o
8. Limitation on Liability of Directors. The personal liability of a Dircctor to the

Corporation or its Member for monetary damages for breach of duty as a Director shall be limited

to the amount of compensation, if any, received by the Director for serving the Corporation during

the vear of the violation, so long as the breach was not of a sort for which such limitation of liability

is not permitted by chapter 6 of title 7 of the General [aws of Rhode Island.
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Nothing contained in this Section § shall be construed to deny a Director of the Corporation
the benefit of chapter 6 of title 7 of the General Laws of Rhode Island, or of any other limitation
of liability available to such Director under law. Any repeal or modification of this Section 8 shall
not adversely affect any right or protection of a Director existing at the time of such repeal or

modification.
9. Limitations. Notwithstanding any other provision of these Articles:

(@)  No part of the net carnings of the Corporation shall inure to the benefit of
or be distributable to the Corporation’s Directors. officers, or other private persons unless
allowed by Scction 501(c)(3) of the Code and the General Laws of Rhode Island; provided,
however, that the Corporation shall be authorized and empowered to pay rcasonable
compensation for services actually rendered, reimburse reasonablc expenses actually
incurred by any such persons, and make payments and distributions, to the extent

rcasonable and necessary, in furtherance ot the purpose set forth in Scction 6 above;

(b) No substantial part of the activitics of the Corporation shall include the
carrying on of propaganda, or otherwise attempting to influence legislation, and the
Corporation shall not participate or intervene (including by the publication or distribution
of statements) in any political campaign on behalf of or in opposition to any candidate for

public office;

(c)  Notwithstanding any other provisions of these Articles of the Corporation's
bylaws. the Corporation shall only operate for charitable purposes and in furtherance of its
supported organizations and the Corporation shall not conduct any activities, nor exercise
any power, not permitted to be conducted by a corporation cxempt from taxation under
Section 501(a) of the Code as an organization described under Sections 501(¢)(3) and
509(a)(3) of the Code, or by a corporation the contributions to which are deductible by a

contributor under Section 170(¢)(2), 2055(a)(2) or 2522(a)(2) of the Code; and

(d)  In the event that the Internal Revenue Service ("IRS) determines that the
Corporation is a private foundation within the meaning of Section 509(a) of the Code, the
Corporation will not engage in any act of self-dealing as defined in Section 4941(d) of the
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Code, retain any excess business holdings as defined in Section 4943(c) of the Code, make
any investments in a manner as to subject the Corporation to tax under Section 4944 of the
Code, or make any taxable cxpenditures as defined in Scction 4945(d) of the Code.
Additionally, if such a determination is made by the IRS, the Corporation will distribute
its income for each tax vear at a time and in a manner as not to become subject to the tax

on undistributed income imposed by Section 4942 of the Code.

10.  Indemnification. The Corporation shall indemnify and advance expenses to its
Directors to the fullest extent permitted by law. Without limiting the foregoing, the Corporation
shall indemnify its Directors against liability to any person for any action taken, or any failure to
take any action, as a Director, except liability of a sort for which indemnification is not permitted
by Section 7-6-6 of the General Laws of Rhode Island: provided, however, that the Corporation's
duty to so indemnify shall extend to an indemnitee in connection with a proceeding initiated by
such indemnitee only if such proceeding was authorized by the Board. In addition, the Corporation
may indemnify and advance expenses to officers, employees. and agents of the Corporation who
are not Dircctors to the same extent as Directors, and may further indemnify such officers,
employees, and agents 1o the extent provided by the specific action of the Corporation and
permitted by law. The Corporation may also procure insurance providing greater indemnification

as provided by law.

1. Dissolution. The existence of the Corporation shall be perpetual unless sooner
dissolved. [f the Corporation is dissolved, all of its assets remaining for distribution after payment
of obligations or provision for the same shall be distributed (subject to any restrictions imposed by
any applicable will, trust, deed, agreement or other document) to the Member, provided that the
Member is at that time an organization exempt from taxation as an organization described under
Section 501(c)(3) of the Code, and elects to accept such assets. 1f the Member 1s not so exempt,
if it is not in existence at that time, or if it is unable or unwilling to accept such assets, then all of
the Corporation's remaining assets shall be distributed for use restricted to the purpose set forth in
these Articles to one or more organizations organized and operated for religious. charitable,
scientific, literary, educational or other purpose set forth in Scction 501(¢)(3) of the Code, in such
proportions as the Board (or if the Board fails to act, a court of competent jurisdiction) may

determing.
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12.  Interpretation. References in these Articles to Scetions of the General Laws of
Rhode Island shall be deemed to include amendments adopted from time to time to such Sections
and shall further be deemed to include any successor Sections thereto, and references to a Section
of the Code shall be construed to refer both to such Section and to the regulations promulgated

thereunder, as they now exist or may hereafter be amended.

[Signatures on following page]
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I hereby declare, under the penalties of false statement. that the statements made in the
foregoing Articles are true.

Dated at Providence. Rhode Island this 5" day of Decen

Carl I. Freedman, 1morporator
Onc Park Row, Suite 300
Providence, Rhode I1sland 02903

Acceptance of Appointment by Registered Agent:

CHACE RUTTENBILRG & FREEDMAN LLP

By: AR e e

/T \
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RI SOS Filing Number: 202225043750 Date: 12/5/2022 3:33:00 PM

State of Rhode Island
Department of State | Office of the Secretary of State

Nellie M. Gorbea, Secretary of State

[, NELLIE M. GORBEA, Secretary of State of the State of Rhode Island,
hereby certify that this document, duly executed in accordance with the provisions
of Title 7 of the General Laws of Rhode Island, as amended, has been filed in this

office on this day:

December 05, 2022 03:33 PM

?aj/ﬂ?ﬁ /v

Nellie M. Gorbea
Secretary of State
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CharterCARE Health of Rhode Island Foundation Inc.
EIN: 92-1341158

EXHIBIT C

Bylaws

See attached.
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BYLAWS OF
CHARTERCARE HEALTH OF RHODE ISLAND FOUNDATION, INC.

ARTICLE I
Corporation

Section 1.1.  Name. The name of the corporation is CharterCARE Health of Rhode
Island Foundation, Inc. (the "Corporation").

Section 1.2.  Offices. The Board shall have the powers to determine the location of the
registered office, in accordance with applicable law, from time to time, and to designate the
principal office of the Corporation and such additional offices as it shall determine in its discretion.

Section 1.3.  Definitions. As used in the Governing Documents of the Corporation, the
following words and phrases shall have the following meanings:

1.3.1. "Act" means the Rhode Island Nonprofit Corporation Act, as amended.
1.3.2. "Affiliate Organization" means any legal entity that is part of the System.

1.3.3. "Articles" means the Articles of Incorporation of the Corporation, as they
may be amended or restated from time to time.

1.3.4. "Board" or "Board of Directors" means the Board of Directors of the
Corporation.

1.3.5. "Bylaws" means by the Bylaws of the Corporation, as they may be amended
or restated from time to time.

1.3.6. "Code" means the Internal Revenue Code of 1986, as amended.
1.3.7. "Control" or "Controlled" means:

(a) The authority, directly or indirectly, to appoint, elect, or approve at
least a majority of the individual members, shareholders, partners, or equity owners
of an organization; or

(b) The authority, directly or indirectly, to appoint, elect, or approve at
least a majority of the governing body of an organization.

1.3.8. "Corporate Limit" means such dollar amount as may be established as the
Corporate Limit by the Member from time to time.

1.3.9. '"Director" means a member of the Corporation's Board of Directors.

1.3.10. "Governing Documents" means the Articles, these Bylaws, Board Policy
documents, and other comparable documents adopted for the Corporation either by the
Member, or by the Board with the approval of the Member.

-4 -
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1.3.11. "Member" means CharterCARE Health of Rhode Island, Inc., a charitable
nonprofit corporation organized and existing under the laws of the State.

1.3.12. "State" means the State of Rhode Island.

1.3.13. "Subsidiary Organization" means any legal entity directly or indirectly
controlled by the Corporation or a System entity.

1.3.14. "System" means the clinically integrated health care system comprised of
the Member, the Corporation, all Subsidiary Organizations, and all Affiliate Organizations,
including, but not limited to CharterCARE Our Lady of Fatima Hospital, and Roger
Williams Medical Center.

1.3.15. "System Policy" or "System Policies" means all policies, procedures,
technical manuals, and other written guidance established, adopted, or issued from time to
time by the Member that is intended to apply to the System.

ARTICLE II
Purposes and Charitable Activities

Section 2.1.  Purposes. The Corporation is organized and at all times shall be operated
exclusively for the purposes identified in the Articles, which are incorporated herein in this Section
2.1 by this reference.

Section 2.2.  Charitable Activities. The Corporation shall engage in such activities
that further the philosophy of the Member and the charitable purposes of the Corporation,
including but not limited to the following:

2.2.1. To be an integral part of the System under the control of the Member and
the successor and assigns of the Member.

2.2.2. To advance the charitable purposes of the organizations that are a part of
the System and are exempt from federal income taxation under Code Section 501(c)(3),
including, without limitation, the sponsorship of, or provision of assistance to or for the
benefit of, System hospital buildings and health related facilities, System hospital and
health care equipment, projects and programs to improve the patient care at System
hospitals and facilities, and in connection with the activities of System hospitals and health
care facilities, promote the general health of the public and encourage, support and promote
each System hospitals' and health care facilities' education, training and research programs.
Such assistance, encouragement and promotion would include financial and material
assistance to any appropriate building or physical facility or equipment program and to any
research and/or scientific development including, but not limited to, the maintenance and
operation of any laboratory for lawful experimentation with animals for scientific research
purposes.

2.2.3. To raise funds for any or all of the organizations that are a part of the
System and are exempt from federal income taxation under Code Section 501(c)(3) from
the public and from all other sources available; receive and maintain such funds and as

-5-
C-CNT-PMH-010215



DocuSign Envelope ID: C6DB1D1E-3C96-4685-AE40-93CE16E4F31C
CONFIDENTIAL

appropriate expend principal and income therefrom in support of or in furtherance of the
charitable purposes of such organizations.

2.2.4. To acquire, own, use, lease as lessor or lessee, convey and otherwise deal
in and with real and personal property and any interest therein, all in support and in
furtherance of the charitable purposes of the organizations that are a part of the System
and are exempt from federal income taxation under Code Section 501(c)(3).

2.2.5. To assist and engage in all activities which serve other charitable,
educational, and/or scientific purposes, are permitted by the Act and may be carried on by
an organization exempt from federal income taxation under Code Section 501(c)(3).

Section 2.3.  Restrictions. The Corporation shall be prohibited from engaging in
activities identified as Limitations in the Articles, which are incorporated herein in this Section 2.3
by this reference.

ARTICLE III
Membership

Section 3.1.  Member. The Corporation is a membership corporation. The sole
corporate member of the Corporation is the Member.

Section 3.2.  Reserved Powers of Member. The Member shall have such rights and
powers as are provided for in the Articles, these Bylaws, and the laws of the State, including the
following powers:

3.2.1. Approve the mission and vision statements for the Corporation, such
mission and vision statements to be initially prepared by the Board;

3.2.2. Make and approve changes to the Articles or these Bylaws;

3.2.3. In consultation with/or recommendation of the Member, appoint or remove
members of the Board, with or without cause;

3.2.4. In consultation with/or recommendation of the Member, appoint or remove
the Chair of the Board, with or without cause;

3.2.5. In consultation with/or recommendation of the Member, appoint or remove
the Executive Director, with or without cause;

3.2.6. Conduct annual performance assessment of the Board;

3.2.7. Approve the incurrence of debt by Corporation in accordance with System
Policies;

3.2.8. Approve the sale, transfer, substantial change in use of all or substantially
all of the assets of the Corporation and divestiture, dissolution, closure, merger,
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consolidation, change in corporate membership or ownership, or corporate reorganization
of the Corporation;

3.2.9. Approve the formation of a Subsidiary Organization of the Corporation; the
sale, transfer or substantial change in use of all or substantially all of the assets of a
Subsidiary Organization of the Corporation; or the divestiture, dissolution, closure, merger,
consolidation or change in corporate membership or ownership of a Subsidiary
Organization of the Corporation;

3.2.10. Approve the transfer or encumbrance of the assets of the Corporation in
accordance with System Policies;

3.2.11. In consultation with/or recommendation of the Member approve the annual
operating budget, capital plan, strategic plan, and business plan for the Corporation;

3.2.12. Approve any transactions of the Corporation having an individual cost
greater than $250,000 or an aggregate cost greater than $500,000 which are not otherwise
included in operating or capital budgets of the Corporation as approved by the Member or
as amended, modified, or ratified from time to time by the Member; and

3.2.13. Approve any management agreement for the management of all or
substantially all of the Corporation's operations.

Powers that are not reserved to the Member or otherwise delegated by the Board shall be exercised
by the Board, subject to the limitations contained in the Articles, these Bylaws, and applicable law.
Among such powers, the Board shall have authority to discuss, vote upon, and present any of the
above matters to the Member for its approval.

Section 3.3. Appointment of Officers, Directors, Trustees, or Others to Act on
Behalf of Member. The Member may appoint one (1) or more officers, or other designees, to act
on its behalf in the capacity of Member of the Corporation.

Section 3.4. Member Meetings. Meetings of the Member shall be held at such time,
date, and place, both within and outside of the State, and shall be conducted in accordance with

the Member's Bylaws.
ARTICLE 1V
Board of Directors
Section 4.1. General Power and Duties. Subject to the authority, direction, and

instructions of the Member, the business, property, affairs, and funds of the Corporation shall be
managed, supervised, and controlled by its Board, which shall exercise all of the powers of the
Corporation that are not reserved to the Member or otherwise delegated by the Board, subject to
the limitations contained in the Articles, these Bylaws, and applicable law. The powers of the
Board shall include, without limitation, the following:
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4.1.1. Generally responsible for the overall direction and operation of Corporation
in accordance with law and the Governing Documents of the Corporation, subject to
powers reserved to the Member;

4.1.2. Implement policy established by the Member;

4.1.3. Consult with the Chief Executive Officer of the Member on the
appointment, review, and removal of Corporation's Executive Director;

4.1.4. Oversee development of the organizational culture and management
organization of the Corporation; and

4.1.5. Evaluate the performance of the Corporation in relation to established
policies, goals and expectations of the Corporation.

Section 4.2. Specific Powers. Except as otherwise limited by the law and by the
provisions of these Bylaws, including the limitations set forth in Section 4.3, the Corporation shall
have, exercise, and enjoy, in furtherance only of the purposes hereinabove set forth, the following
rights, privileges and powers to:

4.2.1. Solicit, receive, and accept gifts, devises, bequests, or grants of all kinds of
property including but not limited to, money, bonds, stocks, real estate, and personal
property, or the income therefrom, with full power of control and disposition of the same
consistent with the purposes herein before set forth;

4.2.2. Receive and accept gifts, devises, or bequests of money and property of
every nature and description, or the income therefrom, upon or in trust for patient health
care, educational, research, or charitable purposes, and exercise all the powers given or
granted by the donor or testator thereof, together with such other express or implied powers
as may be vested in it by law;

4.2.3. Administer all property or funds received by this Corporation, together with
the income therefrom, with full power of investment, disposition and control thereof, unless
otherwise limited by the terms and conditions applicable to specific gifts, devises or
bequests made to and accepted by the Corporation;

4.2.4. Appropriate and devote all property, funds and income received by the
Corporation for the achievement of its purposes in the manner ordered and directed by
resolution of the Board, except insofar as such discretion may be limited with respect to
certain property, funds, or income by the terms and conditions imposed on the use thereof
by the donor or testator thereof;

4.2.5. Create trusts and make gifts and grants from unrestricted property or funds
at the disposal of the Corporation and fix the terms and conditions thereof;

4.2.6. Acquire, hold, own, lease, convey, and dispose of all kinds of property,
including real estate, when and as the Board shall determine the purposes of the
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Corporation shall be served thereby, except insofar as the use of such property is restricted
by the terms and conditions imposed thereon by the donor or testator thereof;; and

4.2.7. Petition or apply for any monetary or other assistance, in furtherance of the
Corporation's purposes, from any donors, organizations, or trusts or from the Federal
Government or its agencies, or from any of the governments of any of the States of the
United States, or their agencies.

Section 4.3.  Limitations. The authority of the Board to exercise the following powers
is conditioned upon the approval of the Member and the Member may take action causing any of
the following to occur and to be binding and effective with respect to the Corporation:

4.3.1. The creation of any Subsidiary or Affiliate of the Corporation;

N

.3.2. Any capital expenditure in excess of the Corporate Limit;

4.3.3. Any agreement or transaction with another Subsidiary or Affiliate of the

System,;
4.3.4. Selection of officers;

4.3.5. The pledge, sale, or acquisition of Corporation assets (real or personal) in
excess of the Corporate Limit;

4.3.6. Approval of any additions or changes to existing long-term or master
institutional plans; and

4.3.7. Other matters as may be specified from time to time by the Member.

Section 4.4. Number, Identity, and Term of Office.

4.4.1. Number. The Board shall consist of such number of Directors, not
fewer than three (3) and not more than nine (9), as shall from time to time be prescribed in
a resolution of the Member. If the Member does not adopt or retain in force a resolution
regarding the number of Directors, then the Board shall include three (3) Directors. The
Board of Directors also may include one (1) or more ex officio, non-voting directors (each,
an "Ex Officio Director"), as prescribed in a resolution of the Member.

4.4.2. Selection. The initial Directors shall consist of the those persons
identified in the Articles. Thereafter, the Board, in consultation with the President, will
provide recommendations for Directors to the Member. Replacement, election, or re-
election of all Directors shall be determined by the Member.

4.4.3. Term. Each Director shall hold office until the annual meeting of
the Member at which his or her term expires and at which his or her successor is duly
elected and qualified or until his or her death, resignation, or removal from office,
whichever comes first. The term of office for an ex officio Director, if any, shall continue
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until the Corporation is notified that the individual no longer holds the position of by virtue
of which he or she serves as an Ex Officio Director.

4.4.4. Term Limits. Unless otherwise determined by the Board of
Directors, the number of terms, either consecutive or non-consecutive, which may be
served by a director shall not be limited.

Section 4.5. Removal of Directors. The Member may remove any Director at any
time, with or without cause. An Ex Officio Director, if any, may be removed from the Board either
(a) through the modification or rescission of the resolution stating that the individual serving in
the specified position shall serve ex officio on the Board; or (b) as a result of his or her removal
from the position by virtue of which he or she had served ex officio on the Board.

Section 4.6.  Resignations. Any Director may resign at any time by giving a written
notice to the Chair or another officer of the Corporation. An Ex Officio Director, if any, may resign
from the Board only by also resigning from the position by virtue of which he or she had served
ex officio on the Board. Any resignation shall take effect at the time specified therein or, if not
specified, upon receipt by an officer of the Corporation. Unless otherwise specified in the notice
of resignation, the acceptance of such resignation shall not be necessary to make it effective.

Section 4.7. Vacancies. Any vacancy occurring in the Board by reason of an increase
in the number of Directors or by the death, removal, or resignation of any Director shall be filled
by the Member. Each Director so appointed to fill a vacancy shall hold office for the remainder
of the term of his or her predecessor (if applicable), for such time as is specified by the Member at
the time of his or her appointment (if any), and until his or her successor is duly elected and
qualified or until his or her death, resignation, or removal from office, whichever comes first. A
vacancy in the position of Ex Officio Director, if any, shall be filled through the appointment or
election of a new individual to the position by virtue of which he or she shall serve ex officio on
the Board of Directors.

Section 4.8. Compensation _and Reimbursement. Any Director may receive
compensation from the Corporation for services rendered to, or for expenses incurred in serving
the Corporation as a Director, or in a capacity other than as a Director while conducting activities
on behalf of the System.

ARTICLE V
Meetings of the Board of Directors

Section 5.1. Annual Meeting. There shall be an annual meeting of the Board of
Directors for the purpose of electing officers and transacting such other business as may come
before the meeting. The first regular meeting of the Board held subsequent to the annual meeting
of the Member shall be designated as the annual meeting of the Board.

Section 5.2. Regular Meetings. In addition to the annual meeting, the Board shall
hold regular meetings periodically, and at least quarterly (with the annual meeting counting as a
regular meeting).
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Section 5.3.  Special Meetings. Special meetings of the Board may be called, at any
time, by or at the request of the Member, the Chair, or the Board.

Section 5.4.  Place of Meeting. Meetings of the Board shall be held at the principal
place of business of the Corporation unless a different location, either within or without the State,
is approved by the Board and specified or fixed in the call for a meeting or notice thereof.

Section 5.5.  Notice of Meetings. Unless otherwise expressly required herein, no
notice shall be required for any annual or regular meeting of the Board. For any special meeting,
a written or printed notice stating the place, day, and hour of the meeting and the purpose or
purposes for which such meeting is called shall be delivered or mailed by the Secretary or by the
person or persons calling the meeting to each Director at such address as appears on the records of
the Corporation not less than two (2) days before the date of the meeting, either personally, by
mail, or by other electronic means capable of verification.

Section 5.6.  Waiver of Notice. Notice of any meeting may be waived in writing by
any Director, either before or after such meeting. Any meeting of the Board shall be a legal
meeting without any notice thereof having been given if one all Directors shall be present thereat.
Neither the business to be transacted at nor the purpose of any regular or special meeting of the
Board need be specified in the notice or waiver of notice of such meeting. Attendance at any
meeting, except for the sole purpose of objecting to the holding of such meeting, shall constitute a
waiver of notice of such meeting.

Section 5.7.  Quorum. The presence of a majority of the total number of Directors then
in office shall constitute a quorum for the transaction of business at any meeting of the Board.

Section 5.8.  Manner of Acting. Except as otherwise provided by the Atticles, by these
Bylaws, or by law, the act of a majority of the Directors present at a meeting at which a quorum is
present shall be the act of the Board.

Section 5.9. Order of Business at Meetings of the Board of Directors. The order of
business at any meeting of the Board shall be determined by the Board, subject to the approval of
the Member.

Section 5.10. Attendance by Telecommunications Device. Any or all of the members
of the Board or a committee established by the Board may participate in a meeting of the Board or
such committee, as applicable, by means of a conference telephone or similar communications
equipment by which all persons participating in the meeting can communicate with each other
simultaneously. Participation in this manner constitutes presence in person at the meeting.

Section 5.11. Action by Written Consent. Any action which is required to be taken,
or which may be taken at a meeting of the Board or any committee thereof may be taken without
a meeting if a consent in writing setting forth the action to be taken shall be signed by all of the
Directors then in office or all members of such committee, as applicable. Such consent shall have
the same force and effect as a unanimous vote of all of the Directors or committee members. Such
writings shall be filed with the minutes of the proceedings of the Board or of any committee taking
such action. Action taken pursuant to this Section 5.11 is effective when the last Director signs
the consent unless the consent contains a prior or subsequent effective date.
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ARTICLE VI
Officers

Section 6.1. Officers. The Board, subject to the approval of the Member, may select
officers of the Corporation, which shall consist of a Chair, a Vice Chair, a Secretary, and a
Treasurer, and also may include such other officers and assistant officers as the Board may
designate by resolution. Any two (2) or more offices may be held by the same person; provided,
however, that no single individual may simultaneously hold the offices of Chair and Secretary.

Section 6.2.  Election and Term. Except as otherwise provided herein, each officer
shall be elected by and from the Board at its annual meeting, or as soon thereafter as practicable.
The term of office for each officer will be one (1) year, and each officer shall hold office until the
next annual meeting of the Board and until his or her successor is duly elected and qualified or
until his or her death, resignation, or removal from office, whichever comes first.

Section 6.3.  Chair. The Chair shall preside at all meetings of the Board and shall
perform all duties incident to the office of Chair of the Board of Directors and all other duties as
may be prescribed by the Board from time to time.

Section 6.4. Vice Chair. In the absence of the Chair, or in the event of his or her
inability or refusal to act, the Vice Chair shall perform the duties of the Chair, and when so acting,
shall have all of the powers of, and be subject to all the restrictions upon the Chair. The Vice Chair
shall also perform all duties incident to the office of Chair of the Board of Directors and all other
duties as may be prescribed by the Board from time to time.

Section 6.5. Secretary. The Secretary shall keep the minutes of the meetings of the
members and of the Board in one (1) or more books provided for that purpose; shall see that all
notices are duly given in accordance with these Bylaws or as required by law; shall have general
charge of the minute book and other corporate records (other than financial records); and shall, in
general, perform all duties incident to the office of Secretary and such other duties as may be
prescribed by the Board from time to time.

Section 6.6.  Treasurer. The Treasurer shall be responsible for the care and custody
of all monies and securities of the Corporation; shall be responsible for the keeping of full and
accurate accounts of all the monies received by the Corporation and paid by the Corporation; and
shall, in general, perform all duties incident to the office of Treasurer and such other duties as may
be prescribed by the Board from time to time. The Treasurer may, but need not be, a Member of
the Board.

Section 6.7. Other Officers and Assistant Officers. Each other officer and assistant
officer, if any such officer or assistant officer is deemed necessary by the Board, with the consent
of the Member, will perform such duties as may be prescribed from time to time by the Board;
provided, however, that the Assistant Secretaries and Assistant Treasurers, if any, also will perform
such duties as may be assigned to them by the Secretary and the Treasurer, respectively; provided,
further, that an assistant officer may, but need not be, a member of the Board.

Section 6.8.  Resignation. Any officer may resign at any time by giving written notice
to the Board or, in the case of any officer other than the Chair, to the Chair. Any resignation shall
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take effect at the time specified therein or, if no time is specified, upon receipt. Unless otherwise
specified therein, the acceptance of such resignation shall not be necessary to make it effective.

Section 6.9.  Removal. Any officer may be removed by the Board by a vote of a
majority of the total number of Directors on the full Board, whenever in its judgment the best
interests of the Corporation will be served thereby; provided, however, that such removal shall be
without prejudice to the contractual rights, if any, of the person so removed.

Section 6.10. Vacancies. In the event of a vacancy in any office, the Board shall elect
a replacement officer, and the person so elected shall hold office and serve for the unexpired term
and until his or her successor is duly elected and qualified or until his or her death, resignation, or
removal from office, whichever comes first.

Section 6.11. Compensation and Reimbursement. An officer shall not receive any
compensation for his or her service as an officer; provided, however, that an officer may be
reimbursed for reasonable expenses incurred on behalf of the Corporation and/or may serve the
Corporation or one (1) or more of its Affiliates in another capacity and receive reasonable
compensation therefor.

ARTICLE VII
Committees of the Board

Section 7.1.  Standing Committees. The Board shall have the following standing
committees: Executive Committee; and any other standing committees as determined by the
Board. The Executive Committee shall consist of the officers of the Board and the President of
the Corporation and have the power to transact all regular business of the Corporation during the
period between meetings of the Board subject to any prior limitation imposed by the Board or
applicable law.

Section 7.2.  Special Committees. Special committees may be appointed by the Board
for such purposes as circumstances may warrant. Every such committee shall limit its activity to
the accomplishment of the purpose for which created and shall have no power to act except as is
specifically conferred upon it by action of the Board. Upon completion of the duties for which
any such committee was appointed, such committee shall stand discharged. The Chair of the Board
shall appoint the members and a Chair of each special committee.

Section 7.3.  General Conditions Governing Committees. Except as otherwise
expressly stated in these Bylaws or in the resolution or charter establishing a committee, the
following general conditions shall apply to all committees of the Corporation:

7.3.1. Appointment. Unless otherwise specified in these Bylaws, members of the
standing committees and the Chairs thereof shall be appointed, in collaboration with the
President of the Corporation, by the Chair of the Board. Vacancies in the membership of
any committee may be filled by an appointment made by the chair of such committee, in
collaboration with the President of the Corporation.

7.3.2. Term. The term of office of members of any committee shall commence
immediately following the meeting at which they are appointed and shall continue until the
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close of the next annual meeting or until successors are elected and assume their respective
duties.

7.3.3. Attendance. Failure to attend a minimum of one-half (1/2) of the regular
assigned committee meetings shall constitute a basis for removal or non-appointment to
the committee.

7.3.4. Quorum; Manner of Acting. Fach committee shall meet at the call of its
chair at an hour and place to be stated in the call. A majority of the committee members
shall constitute a quorum and the act of the majority of the committee members present at
a meeting at which a quorum is present shall be the act of the committee.

7.3.5. Meetings by Telecommunications Device. Members of any committee
appointed by the Board may participate in a meeting by means of conference telephone or
similar communications equipment if all persons participating in the meeting can hear each
other simultaneously. Participation in such meeting in such manner shall constitute
presence in person.

7.3.6. Action by Written Consent. Any action required or permitted to be taken
at a meeting of any committee may be taken without a meeting if all members of such
committee, at the time in office, consent thereto in writing and the writing or writings are
filed with the minutes of the proceedings of the committee. Action taken pursuant to this
Section 7 is effective when the last committee member signs the consent unless the consent
contains a prior or subsequent effective date.

7.3.7. Records. Each committee and subcommittee shall maintain a written
record of its procedures and activities, including minutes of its meetings, and shall submit
a written report of such procedures and activities at least annually to the Board.

7.3.8. Committee Evaluation. At the request of the Board or the Chair, a
committee shall perform an evaluation of its activities including its support and furtherance
of the mission of the Corporation. A report based upon such evaluation shall be submitted
to the Board for review and consideration at its next regular or annual meeting.

7.3.9. Compensation and Reimbursement. Any member of a committee may
receive compensation from the Corporation for services rendered to, or for expenses
incurred in serving, the Corporation as a committee member of the Corporation, or in a
capacity other than as a committee member of the Corporation while conducting activities
on behalf of the System.

ARTICLE VIII
Operating Officers

Section 8.1.  Designation of Operating Officers. The operating officers of the
Corporation shall be the Executive Director, Chief Financial Officer, and such senior managers as
the Executive Director may recommend to the Board.
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Section 8.2.  Appointment. In consultation with the Board of Directors of the Member
and the Board, the Chief Executive Officer of the Member shall appoint a qualified Executive
Director and shall determine the conditions of his or her employment. The Chief Financial Officer
of the Member shall serve as the Chief Financial Officer of the Corporation. In consultation with
the Board and Chief Executive Officer of the Member, the remaining operating officers of the
Corporation shall be appointed by the Executive Director. Each such officer is subject to removal,
in consultation with the Board, by the Executive Director of Chief Executive Officer of the
Corporation, with or without cause.

Section 8.3.  Executive Director. The Executive Director shall be directly responsible
for the management of the Corporation and may not serve as the Chair of the Board of Directors.
Performance evaluations of the Executive Director shall be performed by the Chief Executive
Officer of the Member in consultation with the Board of the Corporation and in accordance with
System Policies. The Executive Director is accountable to the Board and to the Chief Executive
Officer of the Member. The Executive Director shall serve as the representative of the Board for
the purpose of communication between the organizations that are a part of the System, the Board,
and its committees. The Executive Director, in keeping with sound principles of management and
the Member's position description for the Executive Director, is responsible to:

8.3.1. Provide leadership in carrying out the philosophy and mission of the
Member and the Corporation;

8.3.2. Provide leadership in strategic planning and organization;
8.3.3. Provide leadership in financial planning and budgeting;

8.3.4. Direct the operations of the Corporation in a manner consistent with the
Member's position description for Executive Director, System Policies, and with the
Member's philosophy, mission and values;

8.3.5. Direct and facilitate organizational communications; and
8.3.6. Provide leadership in evaluating the performance of the Corporation.

Section 8.4.  Chief Financial Officer. The Chief Financial Officer will be responsible
for managing the finances of the Corporation. The Chief Financial Officer shall have such duties
as the Executive Director, in consultation with the Board and Chief Executive Officer of the
Member, may establish from time to time.

ARTICLE IX
Indemnification

Section 9.1. Actions Other than by or_in the Right of the Corporation. The
Corporation shall indemnify any member, director, officer, committee or council member,
employee, or agent, who was or is a party, or is threatened to be made a party, to any threatened,
pending, or completed action, suit, or proceeding, whether civil, criminal, administrative, or
investigative (including the imposition of a tax under Section 4958(a)(2) of the Code, but
excluding an action by or in the right of the Corporation) by reason of the fact that the person is or
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was a member, director, officer, committee or council member, employee, or agent of the
Corporation, or is or was serving at the request of the Corporation as a member, director, officer,
committee or council member, employee, or agent of another corporation, partnership, joint
venture, trust, or other enterprise, against expenses (including reasonable attorneys' fees),
judgments, fines and amounts paid in settlement actually and reasonably incurred by the person in
connection with such action, suit, or proceeding, provided the Corporation shall not be obligated
to provide indemnification which would constitute excess benefit within the meaning of Code
Section 4958. The indemnification shall apply only if the person acted in good faith and in a
manner the person reasonably believed to be in, or not opposed to, the best interests of the
Corporation, and, with respect to any criminal action or proceeding, had no reasonable cause to
believe his or her conduct was unlawful. Termination of any action, suit, or proceeding by
judgment, order, settlement, conviction, or upon a plea of nolo contendere or its equivalent, shall
not, of itself, create a presumption that the person did not act in good faith and in a manner the
person reasonably believed to be in, or not opposed to, the best interests of the Corporation or,
with respect to any criminal action or proceeding, that the person had no reasonable cause to
believe his or her conduct was unlawful.

Section 9.2.  Actions by or in the Right of the Corporation. The Corporation shall
indemnify any person who was or is a party or is threatened to be made a party, to any threatened,
pending or completed action or suit by or in the right of the Corporation to procure a judgment in
its favor by reason of the fact that the person is or was a member, director, officer, committee or
council member, employee, or agent of the Corporation, or is or was serving at the request of the
Corporation as a member, director, officer, committee or council member, employee, or agent of
another corporation, partnership, joint venture, trust or other enterprise, against expenses
(including reasonable attorneys' fees), actually and reasonably incurred by the person in connection
with the defense or settlement of such action or suit, if the person acted in good faith and in a
manner the person reasonably believed to be in, or not opposed to, the best interests of the
Corporation, provided that no indemnification shall be made in respect of any claim, issue, or
matter as to which the person shall have been adjudged to be liable for negligence or misconduct
in the performance of his or her duty to the Corporation, unless, and only to the extent that the
court in which such action or suit was brought shall determine upon application that, despite the
adjudication of liability, but in view of all the circumstances of the case, such person is fairly and
reasonably entitled to indemnity for such expenses as the court shall deem proper.

Section 9.3.  Expenses. To the extent that a person who may be indemnified has been
successful, on the merits or otherwise, in the defense of any action, suit or proceeding referred to
in Section 9.1 or Section 9.2, or in the defense of any claim, issue or matter therein, the person
shall be indemnified against expenses, including attorneys' fees, actually and reasonably incurred
by him or her in connection with such action.

Section 9.4.  Authorization of Indemnification. Any indemnification (unless ordered
by a court) shall be made by the Corporation only as authorized in the specific case, upon a
determination that indemnification of the member, director, officer, committee or council member,
employee, or agent is proper in the circumstances because the person acted in good faith and in a
manner the person reasonably believed to be in, or not opposed to, the best interest of the
Corporation. Such determination shall be made (a) by the Directors of the Corporation by a
majority vote of a quorum consisting of Directors who were not parties to such action, suit, or
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proceeding; or (b) if such a quorum is not obtainable, or even if obtainable, if a quorum of
disinterested Directors so directs, by independent legal counsel in a written opinion;, or (¢) by the
Member.

Section 9.5.  Payment of Expenses in Advance. Expenses incurred by a member,
director, officer, committee or council member, employee, or agent in defending an action, suit, or
proceeding may be paid by the Corporation in advance of the final disposition of such action, suit,
or proceeding as authorized by the Board in the specific case upon receipt of an undertaking by or
on behalf of such member, director, officer, committee or council member, employee, or agent to
repay such amount, unless it shall ultimately be determined that the person is entitled to be
indemnified by the Corporation.

Section 9.6.  Right not Exclusive. Indemnification under this Article IX shall not be
deemed exclusive of any other rights to which those seeking indemnification may be entitled under
any agreement, vote of the Member or other provision, both as to action in the person's official
capacity and as to action in another capacity while holding such office, and shall, unless otherwise
provided when authorized, continue as to a person who has ceased to be a member, director,
officer, committee or council member, employee, or agent and shall inure to the benefit of the
heirs, executors, and administrators of such a person.

Section 9.7.  Insurance. The Corporation may purchase and maintain insurance on
behalf of any person or entity referred to in the preceding Sections of this Article IX against any
liability asserted against and incurred by the person in any such capacity, or arising out of the
person's status as such, whether or not the Corporation would have the power to indemnify the
person against such liability under the provisions of this Article IX.

ARTICLE X
Miscellaneous Provisions

Section 10.1. Depositories. Except as otherwise provided herein, all funds of the
Corporation not otherwise employed shall be deposited from time to time to the credit of the
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