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INTRODUCTION

Portage Health, Inc. (“Portage Health”) has enténémla definitive agreement with
LifePoint Hospitals (“LifePoint”) to form a wholedspital joint venture. The newly-created
joint venture entity, to be co-owned by Portageltheand a wholly-owned subsidiary of
LifePoint, would acquire and operate Portage Hedtibpital. The proposed transaction is
subject to the review and approval of the Stat®lichigan Department of Attorney General
(“Attorney General”).

Portage Health submits this Memorandum to adsesAttorney General in
understanding the background, motivation and expeoenefits of the partnership with
LifePoint. Section | introduces the parties hgvam interest in the proposed transaction.
Section Il provides a brief history of Portage HiealSection Il provides a detailed chronology
of the transaction process, beginning with Portdgalth’s decision to initiate a comprehensive
strategic review of ownership and governance sirestto position the hospital for success in
the changing healthcare marketplace. Portage Heliinately concluded that a whole hospital
joint venture with LifePoint would expand the awaility of high-quality, local medical services
over the long run, while upgrading physical famht maintaining local governance rights and
generating very substantial proceeds for a commdmitndation. Section IV establishes that the
process leading to the proposed transaction was Rairtage Health’s Board of Directors
conducted careful due diligence, was well-inforraed well-advised, and acted consistent with
its fiduciary duties to Portage Health in pursihg proposed transaction. Section V
demonstrates that the substantive terms of theogemptransaction protect the charitable assets
of Portage Health and serve the broader publiceste The Section elaborates on the many
benefits that the proposed transaction will delteePortage Health, to the constituencies that it
serves, to a reconstituted Portage Health Foundatid to the Hancock-Houghton community.
For the reasons described more fully below, Portéegth respectfully requests that the

Attorney General approve the proposed whole hdgpitat venture with LifePoint.
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|. THE PARTIES
A. Portage Health

Portage Health is a Michigan nonprofit corporatiétortage Health operates a 96-bed
hospital (36 general acute beds and 60 skilledmyitseds) located in Hancock, Michigan.
Portage Health primarily serves residents of HooighBaraga, Ontonagon and Keewenaw
Counties. Portage Hospital is a Level Il ACS fied trauma center, with an emergency
department and an Express Care walk-in clinic.tdgerHealth and its medical staff also provide
a range of services in family medicine, pediatnesmen’s health, orthopedics, surgery and
internal medicine, with sub-specialties in neurglagd cancer care. Portage Health offers
ancillary services including radiology, laboratocgrdiopulmonary, sleep disorder treatment,
dialysis, rehabilitation, wellness, audiology amahte health, including hospice. Portage Health
operates outreach clinics in Calumet, Houghton ellakden and Ontonagon. Portage Health
operates a 60-bed skilled nursing center knownoam@ePointe. Portage Health operates a
facility at University Center, which offers primacgre, sports medicine and rehabilitation
services to Michigan Technological University (“Migan Tech”) students, staff and the
community. Portage Health provides teaching asdarch space to the Michigan Tech
Department of Kinesiology and Integrative Physiglogortage Health also operates pharmacies
in Hancock and Houghton.

Portage Health has more than 65 physicians ared balth professionals on its active
and consulting medical staff. Portage Health diyeamploys over two-thirds of its professional

medical staff. Portage Health employs over 700viddals across its facilities.

Fifteen leaders (nine independent, five physicems the CEO) from the Copper
Country area serve on the Portage Health Boardretidrs. Steve Zutter is Chairman. Dr.
Michael Neuman, a past Chairman of the Biomedicajikeering Department at Michigan Tech,
is Vice Chairman. Kristine Weidner is Secretafym Baroni is Treasurer. The Board includes
Jim Bogan, who has served 24 years as Presidef,&@8 Board member. Other Board
members include Dr. Wade Liston, Medical Staff Riest; Dr. Tim Sears, Past Medical Staff
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President; Ellen Horsch; Marty Iskra; Jay Martine@ave Mechlin; Dr. Dawn Nulf; Nicholas
Stevens; and, Dr. Bruce Trusock.

Mr. Bogan is an experienced, hands-on executideogerator. His current management
team includes Brian Donahue, Vice President — Fieamd Chief Financial Officer; Diane
Gadomski, Vice President — Medical Group; Betty Maes, Vice President — Quality
Management; and Deb Young, Vice President — Pafientices.

B. Portage Health Foundation

The Portage Health Foundation is a charitable, profit Michigan corporation
established in 1990 to support the mission of Bertdealth. The Portage Health Foundation
raises and administers funds to further educaparchase new medical equipment and enhance
the provision of heath care services at PortagdtiieA fifteen-member Board of Directors
governs the Portage Health Foundation. Lennonilel&tuighes is Chairman of the Portage

Health Foundation. Kevin Store is Executive Dioect

As discussed later, the Portage Health Foundatitbmake on new and expanded
responsibilities as a result of the proposed Pertéggalth joint venture with LifePoint. The
Portage Health Foundation will receive the net pedls from the proposed transaction. The
Portage Health Foundation will also receive unasstituting a 20% membership interest in the
joint venture. The units entitle the Portage He&lbundation to receive future distributions
from the joint venture. The Portage Health Fouiodatvill revise its mission and dedicate its

future efforts and resources to serving broademoonity needs.
C. LifePoint Hospitals

LifePoint Hospitals is a Delaware corporation thans and operates fifty-seven hospital
campuses in twenty states. LifePoint specializagperating community hospitals in non-urban
areas. LifePoint has made a substantial committodmealth care in the Upper Peninsula.
Through DLP Healthcare, LLC (“DLP Healthcare”), alBware limited liability corporation,
operating as Duke LifePoint Healthcare, an innaegint venture between LifePoint and a
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wholly-controlled affiliate of Duke University Hall System, Inc. (“Duke Health”), LifePoint
owns Marquette General Health System (“Marquettee@d”), a 315-bed hospital system
located in Marquette, Michigan. The acquisitiorM#drquette General was effective as of
September 1, 2012. LifePoint has publicly annodrareintention to acquire Bell Hospital, a

community hospital located in Ishpeming, Michigan.
[I. HISTORY OF PORTAGE HEALTH

Portage Health traces its origins to the St. MaHospital, founded in 1896 at the home
of the local Catholic Bishop. To meet expandinghomunity needs, the Catholic Sisters of St.
Joseph of Carondelet built a new St. Joseph’s Haspihich opened in 1904. In 1922, the
Sisters built a replacement facility on Water Strda 1950, the Sisters replaced the old hospital
with a new and enlarged St. Joseph’s Hospital émcah Michigan Avenue in West Hancock. In
1972, as lay members began to serve on the hoBugitaitl of Directors, the hospital was
renamed as St. Joseph’s Community Hospital. 116 18& Sisters transferred ownership of the
hospital to the community. The hospital was rerPertage View Hospital.

In 1995, the hospital was renamed to Portage hledtt 1997, Portage Health broke
ground for a new hospital on Quincy Hill. The nemmpus opened in March 2000. In 2002,
Portage Health constructed a new addition with @B $juare feet of patient care, medical office
and administrative space. The new space incluffex® for traveling physicians from
Marquette General Hospital to provide oncology,rogy and cardiology locally at Portage
Health. Portage Health also renovated 12,000 sdeat of existing space for additional patient

care services.

In 2006, Portage Health expanded its senior ligaigumunity to five distinct “homes”
with a capacity of 60 beds. In 2009, Portage Heatened an Express Care and a fitness center
in Houghton. In 2012, Portage Health opened expafakcilities at the University Center, with
new space for student health services, physicieesf sports medicine and the pharmacy.

As noted above, Portage Health provides a rangérnotal services to its patient

population. In Fiscal Year 2012, Portage Healtth b&807 inpatient admissions and 124,151
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outpatient visits Outpatient and professional services accour8®b of Portage Health’s gross
revenue. Government Medicare and Medicaid progisusunt for 50% of Portage Health’s
gross revenue. Blue Cross Blue Shield of Michigdoy far the largest commercial health

insurer for Portage Health’s patients.

Portage Health does not offer the same breadtliepith of specialized medical services
as Marquette General. Marquette General is thetenfiary-care hospital in the Upper
Peninsula. Portage Health contracts with a nurobktarquette General physicians to provide
services on certain days of the month in Hancodkadage Health patients. Portage Health and
Marquette General jointly provide oncology and hatoay services. Portage Health physicians
often refer complex cases -- such as neurologwsine cardiology and oncology patients -- to
Marquette General. In addition to making refertaldlarquette General, Portage Health, like
other Upper Peninsula hospitals, loses patientweland revenue to hospitals in Wisconsin,

Minnesota and other states.

[ll. PORTAGE HEALTH’'S STRATEGIC DECISION TO PARTNE R WITH A MULTI-
HOSPITAL SYSTEM

The proposed joint venture with LifePoint is tlesult of a three-year strategic
undertaking, initiated by Executive Management sungported by the Portage Health Board of
Directors, to secure Portage Health’s long-termriin a changing healthcare regulatory
environment, assure the delivery of high-qualittigga care and expand medical services in the

community.
A. Portage Health Prepares for Health Care Reform

Within the last few years, Portage Health cametedee that national and local changes
in healthcare delivery practices, technology, ptigsi recruiting, regulation and reimbursement
soon would pose very significant business challengendependent community hospitals.
Portage Health anticipated that health care refegislation and regulation would lead to lower
reimbursement levels from government payors. Bertdealth foresaw similar pressure on

reimbursements from commercial insurers. ConctigreRortage Health expected that it would
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be pressured to increase the quality of care aaddyeater financial responsibility for the cost
of serving its patient population through AccoutgaBare Organizations and other risk-sharing
arrangements. Portage Health also desired to ealwrality of care by participating in a multi-
hospital system, as Portage Health perceived aarappty to benefit from best practices, data

sharing, patient safety and other established tyyalograms within the system.

Portage Health believed that electronic medicabmes, new high-technology medical
equipment and information technology infrastructdeenands would require significantly higher
capital investments. Portage Health hoped to asae¢he proportion of employed doctors on its
medical staff, as it believed a fully-integratedi aigned staff would further high-quality, cost-
effective care. Physician and practice integrationld likewise demand additional capital.

Portage Health faced a growing shortage of phgsgcand other healthcare professionals.
Portage Health believed that providers in the Wadthkoper Peninsula generally, and Portage
Health specifically, needed to expand local medeavices by recruiting additional specialists
in family medicine, internal medicine, psychiatophthalmology, cardiology, urology and other
practices. But physician recruitment to rural aread independent community hospitals was
proving more difficult and more costly, as physi@ahowed preference for urban markets and

for hospitals that were part of larger, multi-haapsystems.

Rather than risk maintaining the status quo iapadly-changing healthcare environment,
Portage Health determined that it would proactiwlgluate whether partnership with another
hospital system would best secure its future, rtleemedical needs of the community and
further its charitable purposes. Portage Healthdeen well-managed, with a stable balance
sheet and positive operating results. Portagethlbalieved that it was better to explore
partnership opportunities presently and from atposof financial strength, so it could attract
interest from compatible partners willing to makgbrtant commitments to meeting future
community healthcare needs. Accordingly, the Rertdealth Board of Directors authorized

Mr. Bogan to explore potential affiliation opportties.
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In February 2012, Mr. Bogan sent a letter to MattpiGeneral and three other hospitals
and hospital systems inquiring of their interestliscussing potential affiliation with Portage

Health. Mr. Bogan described the ideal partnerugpsrting:

“(a) the continued provision of quality healtheaervices to the residents of the Western
Upper Peninsula of Michigan including integratiatoi an integrated health delivery system and
enhance patient experience and outcomes; (b) attwngcommitment to Portage; (c) a shared
strategic vision for Portage; (d) assistance witispcian recruiting and other ways to expand
and enhance Portage’s range of services; (e) atxssfficient capital to allow Portage to

maintain high quality care for its patients.”

Portage Health’s overtures to the potential pastdel not result in the type of energetic,
engaged response that Portage Health was seekirtge time, unbeknown to Mr. Bogan,

Marquette General was discussing a potential tcioseof its own with DLP Healthcare.
B. Portage Health Retains Juniper Advisory

As part of Juniper Advisory LLP’s (“Juniper Advigd) services to Marquette General in
its acquisition by LifePoint, two members of JumipelJames Burgdorfer and Rex Burgdorfer —
described the Marquette General transaction top@i®r Health Partners meeting in mid-March
2012. Juniper Advisory is a specialized, indepandarivately-held investment banking firm
that concentrates exclusively on providing merget acquisition advice to nonprofit hospitals.
Juniper’s two principals, James Burgdorfer and D&vordon, have over twenty-five years of
industry experience. Juniper has advised on c@@mbnprofit hospital and health system
transactions in numerous states. Juniper hadccpkatiknowledge of demographic,
reimbursement, regulatory and other conditionscéifig Michigan hospitals generally and
Upper Peninsula hospitals specifically as advismidarquette General in connection with its

acquisition in 2012 by DLP Healthcare.

Mr. Bogan was a member of the Superior HealthnieestCEO Advisory Committee. He
attended the Juniper Advisory presentation. Migdosubsequently met privately with the

Juniper representatives to discuss Portage’s siteraffiliation and whether Juniper could
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assist Portage Health in assessing its affiliatipportunities. Portage Health subsequently

interviewed two other competing advisory firms.

Mr. Bogan recommended, and the Portage HealthdBafaDirectors approved, engaging
Juniper to provide advisory services to PortagdtHedortage Health decided to initiate a new
and comprehensive strategic review process, Witistastep to re-evaluate its affiliation goals
and objectives. If the Board of Directors agaitedmined to seek a partner, the expectation was
that Juniper would then lead a competitive markeding process to identify a partner with
compatible values, mission and vision and to olfi@immarket value consideration for assets

that Portage Health would contribute to the padinigx.
C. Transaction Planning and Marketing

In June and July 2012, Juniper interviewed indigiduembers of the Portage Health
Board of Directors. Juniper also conducted edanaessions for the full Board. The sessions
covered, among other things, current conditionsiabospitals and health care in the Upper
Peninsula, changes to the acute care hospitaltnydesonomic motivations for and benefits of
hospital consolidation, valuation principles, stuwal partnership options (including the whole
hospital joint venture model) and the transactimtpss. From these sessions, the Board of

Directors developed consensus to explore partnersith another health system.

The Board of Directors established a nine-membggliation Committee, chaired by Mr.
Steve Zutter, to oversee the transaction proc@siser members of the Affiliation Committee
included Dr. Michael Neuman, Vice Chairman, Mr. BagTim Baroni, Marty Iskra, Kristine
Weidner, Dave Mechlin, Dr. Wade Liston and Dr. Brdausock, both members of the medical
staff. On September 12, 2012, Juniper met withAtifidation Committee to finalize objectives,
confirm the marketing process and procedures, greeaon the suitors that Juniper would
approach on Portage Health’s behalf. Portage Reeatihined special counsel, Locke Lord LLP,
Chicago, lllinois, to advise the Board of Directors potential legal issues arising in its

evaluation of transaction alternatives.
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Juniper prepared confidentiality agreements, ulg$iton letters and an Information
Memorandum to be distributed to suitors. Junipeai®d a secure electronic data room to post

other information for suitor review.

On September 13, 2012, Juniper launched a “cdatircbmpetitive process” to solicit
proposals from potential partners. The competitnaeket-clearing process is recognized by
industry professionals and regulators as the brastipe for establishing fair market value in
transactions involving charitable or corporate sss&hrough this process, Portage Health
aimed to identify a concrete range of strategicomgtand have a sufficiently broad base of
comparison to make a well-informed decision orutare. Accordingly, Portage Health
solicited interest from a broad range of suitongl axpressly invited those suitors to propose
alternative transaction structures. Further, viRmgage Health to transfer some or all of its
assets to a partnership, the competitive processexsthat Portage Health would receive fair

market value for those assets.

Juniper individually approached a diverse grouthoty-one hospitals and hospital
systems. The list included public university heelgi a private university hospital, Michigan-
based systems, Wisconsin-based systems, regicstahsy and national systems. Nineteen of
the suitors were nonprofit organizations. Tenhef $uitors were for-profit systems. Two of the
suitors were for-profit joint ventures. Twelve argzations executed confidentiality agreements
and received additional information. Juniper reqee initial offers from the suitors on October
12, 2012.

LifePoint, another for-profit system, a nonprafistem and a joint venture comprised of
a regional and national system each submitteciroffers. The four offers proposed a variety

of transaction structures.

The Affiliation Committee and Board of Directoesviewed the initial offers at their
meetings in late October. The Board voted to prdaeith the transaction process. The Board
selected LifePoint and a for-profit joint ventuiethe two finalists. The two finalists visited
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Portage Health in early November, meeting with ege management, presenting to the Board

of Directors and touring the facilities.

On November 12, 2012, Juniper sent a second aisiruletter to the two finalists.
Juniper sought clarification on a number of bussnesues, including physician recruiting,
capital for new construction projects, relationshigth local universities and colleges, and
strategies to stem patient out-migration. Junipgquested that the finalists focus on a joint
venture transaction structure under which Portag@tH would maintain certain specified
powers in the joint venture governing board. Jangdso asked that the finalists commit that the
joint venture would offer privileges to Portage Hieanedical staff in good standing, employ
current employees at comparable compensation les@i$inue all medical services and

maintain Portage Health’s charity care policy.

In late November and early December, six Portag@itH representatives conducted
reverse due diligence trips to four hospitals ofgeldy the suitors and their corporate
headquarters. The Portage Health representatigewitin and closely questioned physician and
business leadership about their operations anddtential benefits of partnership with Portage
Health.

The two finalists submitted expanded, final praissn response to the second
instruction letters. Both finalists offered enhadconsideration. Their responses also
confirmed, clarified and amplified the suitors’ ptaand intentions for a transaction with Portage
Health.

E. Portage Health Selects LifePoint as Its Joint \fgure Partner

Portage Health’s outside advisors analyzed angeoed the two finalist proposals. The
advisors met with the Affiliation Committee on Dedeer 18, 2012, for a thorough review and
discussion of the pros and cons of affiliation.e Hffiliation Committee considered which of

the two proposals would best achieve Portage Hedtdmsaction goals to:
» Continue and expand quality health care servicélseavestern Upper Peninsula;
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* Build-upon and expand Portage Health’s clinicatidcdion;

» Obtain access to sufficient capital to allow Pogtatgalth to maintain and expand
high-quality health care for its patients;

* |dentify a partner with a long-term commitment e tommunity and the
hospital’s medical staff and employees;

» Identify a partner willing to enter a joint venturansaction whereby Portage
Health retains significant local control,

» Assure Portage Health’s ability to thrive in théuie;

* Identify a partner that will maintain medical capiiles in Hancock and continue
[the] integrated physician model; and,

* Maximize economic consideration to create locahgraaking foundation and

invest in capital projects.

After a thorough review and discussion, the Adfibn Committee unanimously agreed to
recommend to the Portage Health Board of DiredtmasPortage Health enter into a letter of

intent with LifePoint to form a whole hospital joiventure.

The Portage Health Board of Directors met theofeihg evening, December 19. Portage
Health’s outside advisors made opening presentatidime Affiliation Committee presented its
recommendation. Mr. Bogan reviewed the reasondbdage Health was seeking a partner and
reviewed the considerations that he believed shioaltnportant to the Board’s deliberations —
culture, governance, quality, financial, human veses and growth. After discussion, the Board
of Directors voted unanimously to approve the Adfibon Committee recommendation and,
subject to LifePoint’s agreement to certain addgioconditions concerning governance and
additional medical service lines, to direct managehto negotiate and sign a letter of intent with

LifePoint for a whole hospital joint venture.

Portage Health vigorously negotiated the termes détailed letter of intent with
LifePoint. The parties signed the letter of intentFebruary 28, 2013. Thereafter, Portage

Health vigorously negotiated the definitive documagion for the proposed transaction with
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LifePoint. Portage Health’'s Board of Directors matJuly 23 with management and the outside
advisors to review the status of negotiations amadt transaction documentation. The Board of
Directors resolved to direct management to finadimd execute the transaction documents. The

parties signed the definitive agreements on Augu2013.

IV. THE TRANSACTION PROCESS WAS DESIGNED AND EXECUTED TO
MAXIMIZE CONSIDERATION FOR PORTAGE HEALTH'S CHARITA BLE ASSETS
AND ACHIEVE OTHER IMPORTANT COMMUNITY BENEFITS

As the Attorney General has observed in conneatitim other nonprofit hospital
transactions, a fair market process is the besttaayptain fair value for a hospital’s assets.
Here, Portage Health and its financial advisorcstmed a competitive process that solicited
interest from a diverse group of over thirty potainpartners. The list included both for-profit

and nonprofit systems.

After receiving and analyzing multiple initial sidPortage Health continued discussions
with two finalists. Portage Health solicited a@ed round of bids and used the pressure of the
auction process to motivate the two finalists teatdhtheir offers in ways that better assured that
the Board of Director’s transaction objectives wbhé achieved. For example, the enhanced
offers provided greater consideration, specifioitycapital commitments and confirmed
important details on future shared governance®fdmt venture. These second offers were
carefully and thoughtfully scrutinized, first bypbeaoadly-representative Affiliation Committee,
and then by the full Board of Directors. The Boafdirectors required additional assurances
on governance and service line expansion as atoamdor proceeding to negotiate a letter of
intent with LifePoint.

The Affiliation Committee and Board of Directoreke well and fully informed on the
future regulatory, financial, capital and otherltdrages that face Portage Health and other
independent community hospitals. They carefullystdered the pros and cons of remaining
independent or becoming part of a multi-hospitateyn. They carefully considered the pros and

cons of affiliation with a for-profit system. Thegrefully considered a variety of transaction
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structures. In assessing Portage Health’s statggions, both the Affiliation Committee and
the Board of Directors were guided by appropriaiteica. They assured that the form and
substance of the transaction would advance the econty's interest in local, high-quality health
care and preserve local governance rights. Fyrtiey assured that the very substantial
economic consideration for the charitable assetfribaited to the joint venture would be
preserved and dedicated to serving future comming&jthcare needs through a well-capitalized

Foundation.

The Affiliation Committee and Board of Directoreuibted significant time and attention
to the transaction process, including numerous imgetvith Portage Health's financial advisor,
meetings with the finalists and site visits on reeedue diligence trips. The Affiliation
Committee and Board of Directors took all reasoaaléps to maximize the consideration that
Portage Health would receive as a result of a &@tien. They directed their financial advisor to
conduct a professional, market-clearing sale pocé&sey directed their financial and legal
advisors to advocate strongly for terms that wagdslure the future success and benefits of the

joint venture for the community.

The Affiliation Committee advised, and the Boafdarectors ultimately determined,
that Portage Health was best served by joining kiHmospital system. They concluded that a
whole hospital joint venture was the optimal trantim structure, that LifePoint was the optimal
business partner, and that LifePoint’s offer wasesior. Both the Affiliation Committee and
Board of Directors unanimously supported the Lif@Poffer. Under the direction of the Board
of Directors, Portage Health’s outside advisororagisly advocated for Portage Health's
interests in negotiating the letter of intent amélf transaction documentation.

The controlled competitive process for solicitoifers, coupled with the thorough and
deliberative analysis by the Affiliation Committerd Board of Directors of the opportunities
and risks of the whole hospital joint venture wiffePoint, demonstrate that the transaction
process was fair in all respects.
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V. THE WHOLE HOSPITAL JOINT VENTURE WITH LIFEPOINT IS IN THE BEST
INTEREST OF PORTAGE HEALTH AND THE COMMUNITY IT SER VES

By creating a whole hospital joint venture withidRoint, Portage Health will become
part of an integrated, regional and national nekveord healthcare delivery system focused on
improving the well-being of citizens throughout tdpper Peninsula. Portage Health will
expand its patient-care and quality resources, Wwfd#Point making sizeable commitments for
future investment in the growth and enhancemetti@hospital. The proposed transaction will

benefit Portage Health, patients, medical staff amgloyees, and the community at large.

LifePoint offered consideration for the Portagealte assets contributed to the joint
venture that is within the range of values thatd&ye Health’s Affiliation Committee and Board
of Directors considered fair. Judged against tmapeting offer, and against multiples for
precedent transactions, the LifePoint offer wasesop, above the objective benchmarks and

well within the range of fair market value.

In return for the contributed assets, the propdsetsaction is expected to generate
proceeds in excess of $40 million dollars for tlet&ge Health Foundation. The Foundation is
represented by separate counsel. Portage Healdrsiands that the Foundation will modify its
mission, articles, by-laws and leadership to sereader health needs in the local community.
The substantial assets contributed to the Foundatilb be administered by an executive
director and the Foundation’s independent Boardigdctors. The Foundation will receive units
comprising a 20% membership interest in the joariture, which entitle the Foundation to a
proportionate share of future proceeds generatateojint venture. The Foundation will also
have the right to receive transaction proceedsrémsin after expiration of certain
representations and warranties made by Portageh-esapart of the proposed transaction. By
achieving these many and sizeable benefits foFthumdation, the Portage Health Board of
Directors fulfilled its fiduciary duty in choosirtg contribute assets to the whole hospital joint

venture with LifePoint.
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In addition to obtaining fair market value for Bage Health’s assets, the proposed
transaction will best achieve the other strategialgthat motivated the Portage Health Board of
Directors to consider partnering with a multi-haapsystem. The proposed joint venture is
obligated to continue to provide a defined setashmunity benefits, including accepting
Medicare and Medicaid patients, accepting emergadayissions without regard to ability to
pay and promoting community health education. pitoposed governance structure assures that
the community voice is represented and that loealthcare needs remain prioritized in the
future. Voting rights for the governing board vk shared 50-50 between representatives
appointed by LifePoint and the Portage Health Fatiod, which will hold the community’s
interest in the proposed joint venture. The goweyboard has authority over the direction of

the proposed joint venture, including strategiapland material changes to service lines.

The proposed joint venture is committed to prasgrall medical staff privileges,
retaining all medical services in Hancock and pungadditional service lines in psychiatry and
cardiology to address unmet local needs. LifePoastagreed to fund 80% of future capital
expenditures by the proposed joint venture, wifinna commitment to support at least $60
million in investment over the next ten years. eEbint is fully supportive of the most pressing
facilities projects in the capital plan — expandmngdical office space on the main hospital
campus and constructing a new medical clinic afideofacility in Calumet. LifePoint is also
supportive of efforts to invest more resourceseiruiting new physicians and other medical
staff. These and other future capital investmeiiisallow the proposed joint venture to expand

professional staff and offer state-of-the-art sgewdapabilities, facilities and equipment.

LifePoint is a leading hospital provider that 9pBzes in operating community hospitals
in non-urban areas. It has a proven track recbstand and successful hospital acquisitions
and management. It has a solid balance sheetadg access to capital. LifePoint has made an
unprecedented investment in the Upper Peninsubaigfr its acquisition of Marquette General,
its plans to acquire Bell Hospital and its plangation a whole hospital joint venture with
Portage Health. By creating a joint venture witfeRoint, Portage Health will become part of

an integrated regional and national system of ckrem a patient-care perspective, Portage
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Health’s affiliation with LifePoint is far preferébto an affiliation with a different system with a
more distant tertiary care facility. Productivéatsnships to coordinate patient care with
Marquette General are already established; LifgReimvesting hundreds of millions of dollars
to enhance quality, staff and facilities at Margqei€&eneral; transfers to Marquette General take
less time, involve less risk and less disruptianpfatients and families than would transfers to
other tertiary hospitals. Because of LifePoingkationship with the Duke Health, among the
nation’s finest medical research and teaching halsgpystems, patients needing quaternary or
other very specialized services will have seamdesgss to Duke Health specialists and

facilities.

The proposed joint venture will utilize LifePoigttlinical quality, compliance, physician
education and other patient-care initiatives. Mahthese patient satisfaction and quality
initiatives are being developed jointly with Duke#dth, including the LifePoint National
Quality Program. The LifePoint National Qualityogram offers patient safety and clinical
quality expertise and performance services. Intaxidto directly benefitting patients, these
initiatives will help Portage Health attract phyaits and other medical professionals, who will
have ready access to the full range of specialg, cuality programs, medical education,

technology and other shared resources availalileihifePoint system.

From an administration and management perspediveBogan will serve as the Chief
Executive Officer of the proposed joint ventureg\pding continuity and experienced, local
leadership. LifePoint will provide support resaesdo the proposed joint venture as requested in
areas including strategic planning, physician rigioig, medical staff development, managed
care, human resources, regulatory, reimbursem@&regnue cycle, supply chain, group

purchasing, facilities, risk management, legal godernment relations.

Portage Health is one of the largest employetserHancock-Houghton area and vitally
important to the local and Upper Peninsula econofiiye proposed joint venture will preserve
jobs, compensation and benefits for hospital engedsysubject only to customary pre-screening

procedures, and recognize existing bargaining units
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The proposed joint venture will maintain Portageatth’s charity care policies, which
can only be changed with approval of the govertiogrd. The community also will receive

new property tax revenue from the proposed jointwe to support local government services.

CONCLUSION

Portage Health determined that partnering withttzgrohospital system would best secure
its long-term future in the face of healthcare ref@nd other challenges to independent
community hospitals. In LifePoint, Portage Hedtind a highly-capable partner with a deep
commitment to enhancing quality, broadening avditsgtand efficiently coordinating health
care in the Upper Peninsula. Through the propeseie hospital joint venture with LifePoint,
Portage Health will access the comprehensive dinfmancial and operational resources of one
of the nation’s leading hospital companies. Wit additional resources, the proposed joint
venture will expand and enhance local medical sesyirecruit additional medical professionals
and modernize facilities. At the same time, th@ppsed joint venture structure preserves local
governance rights and assures that the proposstdvgnture will continue to serve community
healthcare needs. The substantial proceeds dfathgaction will be directed to a reconstituted

Portage Health Foundation and invested to the ieofehe community.

The transaction process was fair. The Foundatibmeceive fair value for the assets
contributed to the proposed joint venture. Thepeed whole hospital joint venture with
LifePoint preserves Portage Health’s charitabletsssnd furthers the public interest by
enhancing medical care in the Upper PeninsulataBerealth looks forward to cooperating

with the Attorney General throughout its reviewtlodé proposed transaction.
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