CONFIDENTIAL - NOT FOR DISTRIBUTION DAY #82/90

CONFIDENTIAL

CNE-Lifespan: AHS Five Year Income
Statement Pro Forma

September 2020 ALVAREZ & MARSAL

EE———

.-'5@'_‘“:-
=
Lifespan Ccare BROWN 4(d)-5
- e Alpert Medical School Care New England Health System
Deli alth April 2021

CONFIDENTIAL C-R-CNE-LS23-0047719

o7



CONFIDENTIAL — NOT FOR DISTRIBUTION DAY 82/90
Contents

1 Antitrust Counsel Guidance [3]
Z Executive Summary [5]
3 Operational Performance and Capital [9]
4 Appendix [22]

'h.};\.-l-.é;,ﬁ .

=, & Lifespan @ Care New England 5

/1’ ].'.\\" Delivering health with care? Alpert Medical School

CONFIDENTIAL

C-R-CNE-LS23-0047720



CONFIDENTIAL

Antitrust Counsel Guidance

CONFIDENTIAL C-R-CNE-LS23-0047721



CONFIDENTIAL C-R-CNE-LS23-0047722



CONFIDENTIAL

Executive Summary

CONFIDENTIAL C-R-CNE-LS23-0047723



CONFIDENTIAL - NOT FOR DISTRIBUTION DAY 82/90

CONFIDENTIAL

Summary of Budget & Finance Workstream Findings

« The creation of a combined Academic Health System (AHS) produces an opportunity to better serve the
health and well-being needs of the residents of the State of Rhode Island. The AHS will invest in and utilize a
single electronic health record and be supported by an enterprise resource planning software. This will
require the financial support of the State.

« The integration of these organizations provides a platform to:
» Pursue significant efficiencies to lower the cost of care.

» Assume additional risk within its payor contracts (shared savings) and create incentives to lower costs,
improve patient experience, provider satisfaction and clinical outcomes.

» Pursue out-of-state migration of care and provide care in the most appropriate settings.

» Access the capital markets at competitive rates as an organization with approximately $4 billion in net
revenue.

» Create a Rhode Island academic health system that educates, attracts and retains highly trained
clinicians, supports innovative research and development, and is focused on the population health
needs of the residents of the State of Rhode Island.

« The pro forma and capital estimates are exclusive of any impact of the potential acquisition of Coastal
Medical by Lifespan.
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AHS — Timeline

FY21:

- FY22:
FY20Q4: Pre-LOl | Due Diligence, New hlec i
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AHS — Transaction / Timeline Assumptions

Transaction-related Assumptions:

In the creation of a state-wide AHS, Alvarez & Marsal believes that the proposed transaction will benefit from
active financial participation by the State of Rhode Island and Brown University.

Both entities’ fiscal years begin October 1% and end September 30"

The pro forma timeline spans FY2020 (Year 0) to FY2025 (Year 5).

The presumed transaction date is the end of FY2021 (Year 1).
» During years 0 and 1, the two entities will remain independent organizations.
» Year 2 is the first full fiscal year following the formation of the AHS.

Current management initiatives are included in the pro forma for years 0, 1, and 2.
» No additional management initiatives are included in the pro forma.
» AHS opportunities are referenced in page 13 and 14.

The pro forma excludes:
» Transaction costs

» Transaction related IT Capital and Operating expenses (transaction related IT CapEx and OpEXx included
in pages 15 and 16)

» Potential severance costs

M

3 € Lif o :

Ze  L11espan Care New England i
/1} ].' x Delivering health iwith carc? Alpert Medical School

CONFIDENTIAL C-R-CNE-LS23-0047728



CONFIDENTIAL - NOT FOR DISTRIBUTION DAY 82/90

CONFIDENTIAL

AHS — Combined Pro Forma Income Statement,
Prior to Joint Management / Synergy Actions

Combined Income Statement Assumptions:
* This pro forma income statement assumes a transaction date no later than the end of September 2021.

* The two individual pro forma income statements assume no additional COVID related governmental transfers
or debt issuances during the projection periods.

* Projections do not include effects of a “COVID Second Wave” or any resurgence of COVID related limitations
on delivery of care.

» The pro forma income statement assumes consistent annual DSH, UPL payments and license fees. Current
license fees approximate $152 million and are scheduled to expire in 2021. Management expects the license
fee legislation to be renewed and remains a consistent percentage of net patient services revenue throughout
the pro forma income statement.

» Financial pro forma includes discreet management initiatives in years 0, 1 and 2 and assumes steady growth
in revenue and operating expenses in years 3, 4 and 5.

* Synergy initiatives are quantified with low, medium, and high options; the medium option is utilized in the pro

forma.
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Disclaimer

This presentation and any additional written or oral presentation was prepared at the request of Care New England & Lifespan (the
“Clients”) and are privileged and confidential and should be maintained in strict confidence. This report may not be reproduced or
distributed, in whole or in part, without the prior consent of Alvarez & Marsal Healthcare Industry Group, LLC (“A&M”). In no event,
regardless of whether consent has been provided, shall A&M assume any responsibility to any third party to which any advice or report
is disclosed or otherwise made available

The information contained herein has been prepared to assist in evaluating issues related to the Clients and does not purport to be all-
inclusive or to contain all important and necessary information that may be required to evaluate the Clients’ activities, regardless of
how pertinent or material such information may be. A&M has not independently verified the underlying source data which provided a
basis for the information contained herein in connection with the preparation of the report. Accordingly, no representation or warranty is
made by A&M as to the accuracy, reliability or completeness of this report and A&M is not responsible to any party, in any way, for any
analysis contained in this report or for the future financial or operational performance of the Clients

While our work may have included an analysis of financial accounting data, this engagement does not include an audit, compilation or
review of any kind of any financial statements. The management teams of the Clients are responsible for any and all financial
information prepared during the course of this engagement. Accordingly, as part of this engagement, A&M does not express any
opinion or other form of assurance on the financial statements or financial components referenced or relied upon herein

This presentation may include, and many oral statements made by representatives of the Clients or its advisors may constitute,
forward looking statements, including estimates and projections with respect to the anticipated future performance of the Client. These
statements, estimates and projections reflect various assumptions by the Clients concerning anticipated results and are subject to
significant business, economic and competitive uncertainties, many of which are beyond the control of the Clients. These statements,
estimates and projections involve a number of risks and uncertainties that could cause the actual results of the Clients to differ
materially from the estimates and expectations reflected in these forward-looking statements. Accordingly, there can be no assurance
that such statements, estimates and projections will be realized

Each recipient of this report acknowledges that no reliance shall be placed on draft reports, conclusions or advice, whether oral or
written, issued by A&M as the same may be subject to further work, revision and other factors which may mean that such drafts are
substantially different from any final report or advice issued. The limiting conditions and disclaimers above are an integral part of this
report and may not be read, distributed or referenced separately
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