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I. Marketing Update




Marketing Update

Summary

> Navigant Capital Advisors (“NCA”) identified and has solicited a group of 23 potential buyers actively
engaged in the healthcare sector. Initial calls and contacts began Wednesday, April 6%, 2011.

> On April 21%, 2011, NCA began distributing the Confidential Information Memorandum (“CIM”) to all
parties under non-disclosure agreements (“NDA”), allowing these parties to begin a detailed review of the
evaluation materials. Online data room access was also provided to these parties.

> Packages with this evaluation material included a bid process letter requesting written non-binding letters
of intent be provided to NCA by Monday, May 23. In order to facilitate the due diligence process for
interested parties, this date was subsequently extended to Tuesday, May 31

> At present, of the 23 potential buyers contacted, two parties have submitted initial bids.

Status T otal

Parties Contacted 23
Parties Executed NDA 10
Parties Submitted Bid 2
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Marketing Update

Non-Profit Prospects (11)

> Below is a list of prospective partners who were contacted by NCA for initial indications of interest in a
strategic partnership with Quincy Medical Center (“QMC”).

Revenue, Ho§pitals, Bond Revenue, Hospitals, Bond
Company ($MM) Rating Company (SMM) Rating

Atrius Health N/A Partners Healthcare System $6,478
Headquarters: Newton, MA N/A Headquarters: Boston, MA 12
CEO: Dr. Eugene Lindsey N/A CEO: Gary Gottlieb Aa2
Key Contact: Tom Congoran Key Contact: Allan Peckham
Beth Israel Deaconess Medical Center. $2,301 Southcoast Health System $23
Headquarters: Boston, MA 1 Headquarters: New Bedford, MA 3
CEO/Contact: Paul Levy A3 CEO: John Day A2
Key Contact: Keith Hovan
Lahey Clinic $680 South Shore Hospital $360
Headgquarters: Burlington, MA 3 Headquarters: Weymouth, MA 1
CEO/Contact: David Barreft N/A CEO: Richard Aubut A3
Key Contact: Pamela Whelton
Lifespan $1,519 Sturdy Memorial $153
Headquarters: Providence, Rl 5 Headquarters: Attleboro, MA 1
CEO/Contact; August Cordeiro A3 CEO/Contact: Linda J. Shyavitz N/A
New England Baptist $174 Tufts Medical Center N/A
Headquarters: Boston, MA 1 Headquarters: Boston MA 1
CEO: Trish Hannon N/A CEO/Contact: Ellen Zane N/A
Key Contact; Debra Coleman
UMass Memorial $2,128
Headquarters: Worcester, MA 5
CEOQ/Contact: John O'Brien Baa1l
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Marketing Update

For-Profit Prospects (12)

Revenue, Hospitals, Bond Revenue, Hospitals, Bond
Company {($MM) Rating Company ($MM) Rating

CAPITAL-ADVISORS
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Ardent Health Services $1,785 LHP Hospital Partners N/A
Headquarters: Nashville, TN 7 Headquarters: Plano, TX 1
CEO/Contact: David Vandewater B2 CEO: Dan Moen N/A
Key Contact: Jim Shannon

Capella Healthcare $794 LifePoint Hospitals, Inc. $2,963
Headgquarters: Franklin, TN 12 Headquarters: Brentwood, TN 51
CEO: Dan Slipkovich B2 CEO: Bill Carpenter Ba3
Key Contact: Tom Anderson Key Contact: Jeff Forshee
Community Health Systems, Inc. $12,108 RegionalCare Hospital Partners N/A
Headquarters: Franklin, TN 130 Headquarters: Brentwood, TN N/A
CEO: Wayne Smith B1 CEO/Contact: Marty Rash N/A
Key Contact: Ken Hawkins
HCA, Inc. $30,052 Steward Health Care System $1,326
Headquarters: Nashville, TN 166 Headquarters: Boston, MA 6
CEO: Richard Bracken B2 CEQ: Ralph de la Torre N/A
Key Contact: Jeff Stone Key Contact: Mark Rich
IASIS Healthcare LLC $2,429 Transition Healthcare N/A
Headquarters: Franklin, TN 16 Headquarters: Franklin, TN N/A
CEO: David White B2 Key Contact: Barbara Groux N/A
Key Contact: Carl Whitmer
Kindred Healthcare $4,360 Vanguard Health Systems $3,591
Headquarters: Louisville, KY 89 Headquarters: Nashville, TN 15
CEO: Paul Diaz B1 CEOQ: Charles Martin B2
Key Contact: Gregory Miller Key Contact: Paul Dorsa
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Valuation Observations

Public Company Valuation Analysis

> Based upon the current market values of these comparable publicly-traded hospital companies, median
values are 1.0x LTM revenue and 7.1x LTM EBITDA.

> When considering forward-looking estimates in calendar year 2011, median multiples for hospital
companies are .9x and 6.2x CY 2011 revenue and EBITDA, respectively.

> Trading values for these hospital companies are not reflective of QMC operating performance profile

and CAPEX requirements.
($ in millions, except per share data) Stock % of Enterprise Value/
Price 52 Wk Enterprise Latest Twelve Months (LTM) Cal Year 2011 LTM CY 2011

Company Name Ticker 5/27/11 High Value Revenue EBITDA EBITDA % Revenue EBITDA Revenue EBITDA Revenue EBITDA

Community Health Systems, Inc. CYH $28.65 67% $12,011 $13266  $1,687 12.7% $14,849 $1,949 0.9x 7.1x 0.8x 6.2x

HCA, Inc. HCA $34.74 99% 44,076 31,194 5,606 18.0% 34446 6,498 1.4x 7.9x 1.3x 6.8x

Health Management Associates Inc. HMA $11.32 96% 5,855 5,277 760 14.4% 6,021 861 1.1x 7.7x 1.0x 6.8x

Lifepoint Hospitals Inc. LPNT  $41.20 95% 3,487 3,365 530 16.7% 3,759 568 1.0x 6.6x 0.9x 6.1x

Tenet Healthcare Corp. THC $6.40 83% 7,351 9,372 1,128 12.0% 10,130 1,299 0.8x 6.5x 0.7x 5.7x
High: Tax  79x 13x  68x

Source: Capital IQ Low: 0.8x 6.5x 0.7x 57x
Mean: 10x  72x 09x  63x
Median: 1.0x 7.1x 0.9x 6.2x
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Valuation Observations

Precedent Transaction Valuation Analysis

> The chart below shows aggregate transaction metrics for 98 comparable precedent hospital acquisitions

from across the country spanning 2010 and 2011 with publicly-disclosed data. These national

transactions reflect acquisition multiples of .7x TTM revenue, 6.7x TTM EBIDA and $447,732 per Bed.

Transaction Value to:
TTM Revenue TTM EBITDA Licensed Bed
High 1.4x 111.4x  $1,441,379
Low 0.1x 3.6x $16,414
Mean 0.7x 7.7x $410,863
Median 0.7x 6.7x $447,732

» While there has historically been limited hospital M&A activity in Massachusetts, consolidation has
rapidly accelerated in the past year.

» Caritas Christi was recapitalized by Cerberus in 2010 and Steward Healthcare Systems, the
recapitalized entity, has been active in seeking acquisitions.

($in millions, except price per bed) Whole Company Transactions Method Multiples

Targat Transaction Transaction Value[2] /

Date Buyer Target ST Status Revenue EBIDA[1] Beds Value Revenue EBIDA Bed
04/04/11  Steward Health Care Saints Medical Canter MA Non-profit NA NA 157 NA NA NA NA
03/30/11  Steward Health Care Morton Hospital & Medical Center MA  Non-profit 135.8 4.0 154 40.0 0.32 10.0x 259,740
1201/10  Steward Health Care System, LLC Tw o Essence Healthcare Hosplitals MA For profit 88.1 43 181 NA NA NA INA
03/25/10  Cerberus Capital Management, LP Caritas Christi Health Care MA  For profit 1.320.0 80.0 1,552 430.0 0.3x NA 277,062
Notes:
[} For-profit hospital data is before taxes, thus comparable to EBIDA.
Source: lrving Levin Associates, Inc, CapitallQ,
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Evaluation Criteria

RFP Term Description

1 Transaction Structure

i. Purchase Price
ii. Assets Acquired
iii. Assumption of Liabilities

iv. Provider Agreements

v. Stalking Horse Protections

2 Organizational Overview

i. Entity that will acquire QMC

ii.QMC Board Composition , Selection Process and
responsibilities

3 Management and Operations
i. Integrating QMC Leadership

ii. Religious Affiliations

NAVIGANT
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Purchase price of Hospital assets free and clear
List of assets Buyer intends to acquire
List of liabilities Buyer intends to acquire

Specification of Buyer's willingness to assume Hospital’'s Medicare Provider
Agreement & the Hospital's other managed care confracts

Amount of Break-Up Fee & level of overbid protection that Buyer requires to
serve as a Stalking Horse Bidder

Description of Buyer's organization, including its historyand operations,
financial resources, capital sources, and educational and clinical affiliations

Ownership structure, capitalization and governance of enfity that willown QMC
assets

How will local QMC Board be chosen and what responsibilitiesfauthority will it
have.

Buyer's plan regarding integrating existing QMC leadership into new
organization

Description of any religious or ethical directives that may affect the scope of
senvices to be provided

10



Evaluation Criteria

RFP Term Description

4 Post Closing Commitments

i. Long Term Commitment Buyer's long term commitment to maintaining an acute care hospital in
Quincy, Massachusetts

ii. Chapter 94 of the Acts of 1999, an Act Relative to Buyer willingness to accept conditions of Chapter 94 of the Acts of 1999 &

QMmc commitment to provide the senices specified therein

iii. Future Capital Expenditures Future capital expenditures for the Hospital and the timeline for such capital
expenditures

iv. Community Benefits if Buyer is a for-profit organization, description of willingness to enter into

ongoing commitments regarding community benefits
5 Employees and Medical Staff
i. Union Collective Bargaining Agreements Assumption of existing collective bargaining agreements with Massachusetts
Nurses Association, Senice Employees International Union Local 1199 and
Massachusetts District Council of Laborers Local 367

ii. Non-union Employment Continued employment for existing non-union hospital employees and related
terms and conditions for their employment

iii. Medical Staff Recognition and credentialing of existing medical staff as well as the
continuation of existing medical staff leadership roles and directorships

iv, Medical Senice Confracts Buyer's assumption of contracts for medical senices
v. Employed Physicians Buyer's assumption of existing physician employment contracts
vi. Displaced Employees Buyer's policies with regard to employees displaced in connection with a
transaction
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Evaluation Criteria

RFP Term Description

6 Additional Resources

i. Access to a Physician Network Buyer's access to a Physician Network

ii. Access to managed care contracts Buyer's access to managed care confracts

iii. Access to Greater Discounts on Hospital Supplies Buyer's access fo greater discounts on hospital supplies

iv. Information T echnology Infrastructure Buyer's Information technology infrastructure including Electronic Medical

Records software and systems intended to satisfy “meaningful use”
requirements that are in effect from time to time

v. Accountable Care Organization Capabilities Buyer's Accountable Care Organization capabilities
Mi. Participation in Research and Teaching Programs Buyer's participation in research and teaching programs
vii. Adiministration and Operational Support Buyer's provision of administrative and operational support
vili. Access o Specialty Senices Not Currently Provided Buyer's access to specialty senices not currently provided by the Hospital
bythe Hospital
ix. Investment in Hospital Facilities and Equipment Buyer's commitmentin investment in Hospital facilities and equipment
7 Approval and Material Closing Conditions Buyer's authorizations and approvals necessary to obtain prior to executing all
definitive documentation
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IV. Next Steps




Next Steps

Key next steps in the next 30 days

= Evaluate and clarify terms and conditions of current proposals

" Further negotiate key terms and provisions of current proposals

®  Allow existing bidders to finalize due diligence

" Determine execution mechanics given limited liquidity and need to mitigate execution risks
® Select strategic partner and finalize purchase agreement

" Enter into purchase agreement and initiate execution mechanics
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Transaction Timeline

Mar 2011 Ao 2013 May 2011 Jdun 2011 | Sl 2011 I Aug 2011 | Sep 2011
D Task Name Parties Start Finish
] w |M:]m|:>:] “ |4m7]w7|4m ot | s | ma[:m[s:-f os lml:l-nlaal » |7/w| mrlvmlrm] o Ilu]ﬂl |n:[ B [nm[wu[m

' |Quincy Kick-Off Meeting Quincy, NCA, CE 3n7201 72011 @ Kickeoff Mesting

2 | Restructuring Activities

3 Begin on-site due dlligence NCA 1011 372172011 @  Begin on-sile work

4 Develop Integraled financlal modl for uss in CIM NCA 3721/2011 411512011 [ ]

5 Flinanclal Model Complate NCA 42172011 42172011 9 Flnancial Model Complste

] Monthly cash fiow forecast with restructuring expense overlay NCA 41157201 41152011 [] Preliminary monthly cash foracasl, with reatructuring cost overtay

T Develop 13-week cash flow forecas! NCA 312112011 422/2011 N 13- week cash flow complste

B Monlioring of cash flow forecast NCA, Quincy 3112011 9112011 - i~
] 13-week cash flow complate NCA 4/22/2011 47222011 0
10 Inltial contact with Indantured trustee counss! NCA, C&E 4/2512011 47252011 (]

1" Dellver “maks-th 3 ion to NCA 5212011 51812011 ]

12 Develop BMC negotiation strategy NCA, C&E, Quincy 411812011 4/29/2011 [ ]

3
1 |Performance Improvement Evaluation

15 Revlew existing Initiative NCA, Quincy 31772011 372972011 [ ]

L] Refine data request list NCA 3r25/2011 28/2011 []

17 Review SWG's NCA, Quincy 372972011 4/8/2011 [ ]

18 Desk Audit Review NCA 3r172011 41212011 ]

18 Desk Audit of Performance Impraverment Initiatives Complele NCA 4/15/2011 416/2011 @  Desk Audit of Performance Improvemant inltialives Complets
20
21 | Investment Banking Activities
2 Drafl CIM for management and counsel review NCA, Quincy, CE 3/2172011 4/6/2011 [ ]
Fx) CIM Comptete NCA 4212011 4212011 @ CIM complete
22 Confidentlality agresmant completed for use for potentlal buyers | NCA, CE 41612011 4/6/2011
Pl Teaser compleled for use with sallellation process NCA 4/6/2011 41812011 1
o Select buyer list for review NCA, Quincy 41512011 4i5/2011 1
g Begln preliminary introduction calls lo potential buyers NCA 4i6i2011 4/6/2011 4@ Scliciation begins
L Data room accesslble (o alf potential buyers NCA 418r2011 711572011 [ e w—_—w |

= Execute CA's with prospective buyers NCA 41172011 7812011 =}
0 Deliver CIM's to prospective buyars NCA 411872011 71512011 ==

n Recelve Preliminary Blds for Stalking Horsa consideralion NCA, Quincy, CE 472512011 513112011 1
n Deadline for preliminary bids for Stalking Horas conslderation NCA 52372011 53172011 I Deadine for stalking horse bids
n Negatiale definitive agreement with polentlal stalking horse bidder | NCA, Quincy, CE 5m3172011 6/10/2011 [ ]
kL Definitive agreement Is finalized with Slalking Horse Bidder NCA, Quincy, CE 6/102011 8/10/2011 @ Definliive agresmeant complate with Stalking Horsa
a8 Daflnitive agresmant with Stalking Horse bldder filad with court NCA, Quincy, CE 611672011 &/15/2011 1

» Solicitation of additional compating bids NCA 61512011 712212011 = —— ]
a Dus dlligence continues with all other prospactive buyers NCA, Quincy. GE 53172011 7202011 e

» Bankruptey Auction NCA, Quincy, CE 7282011 7292011 0 Sale/auction
0 Sals closas NCA, Quincy, CE sn20m 81112011 @ S5ale closes
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Transaction Timeline

Mar 2011 Apr 2011 May 2017 Jun 2011 Jul 2011 Aug 2011 Sep 2011

iD Task Name L LR B e i Start d Finish

I EL] |:vvs|:no|:vz7] n lmalmrlcm o | I |snsfmz|sm] L] |a«1z|sm1m[ ] |malm7lm¢lmvl o7 |M4!ll21lﬂl?li 2] iynlmulwzs
+ | Bankruplcy Activitics
2 LITTRN T YR CIRTYT Y 3 Y] NCA, Quincy, CE 41172011 6/8/2011 ——"————————1-}
3 ETY WAL 1 cE 6/15/2011 6/15/2011 ® upia.-a:
4 b PV RN T S CE 6/15/2011 6/158/2011 ]
5 ok wm CE 6/15/2011 6/15/2011 ]
6 N O T R TR ) T E T S LTV ) CE 6/15/2011 8/15/2011 ]
7 LV RFA S CSERRFR T ] ] Y CE 6/172011 61772011 1
8 Notice of sale/t, .a1 sl CE 6/17/2011 6/17/2011 @ Gacladiiiiim [T T TIRE VPR o PR
[ FYTE) UL T ) B | NCA 6/15/2011 712212011 ==
10 S TEAN] LR Rt C ST SRR TR CE 712772011 7127/2011 1
11 ETUNT R TR CE. NCA, Quincy 7129/2011 7/28/2011 @ sale/auction
12 REFLLTERVE | UEFN I CE 71292011 7120/2011 1
13 Kok AR 11 CE 81172011 8/25/2011 I
14 LERKT BEWY N LY CE 8/25/2011 8/30/2011 [ ]
15 Sale closes NCA, Quincy, CEML 92011 9/1/2011 @ sale closes
16
7 | Regulatery Approval
18 TR [N YT Ev I CE/ML, Quincy, NCA 6/15/2011 8/15/2011 —
19 soualin .o LRFuly CE/ML, Quinay, NCA 8/15/2011 8/15/2011 [ T |
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