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ILLINOIS HEALTH FACILITIES PLANNING BOARD RECEIVED

APPLICATION FOR EXEMPTION FOR THE

CHANGE OF OWNERSHIP FOR AN EXISTING HEALTH CARE FACILITY
NOV 0 7 2013
1. INFORMATION FOR EXISTING FACILITY
: HEALTH FACILITIES &

Current Facility Name_Prairie Surgicenter Associates, LI.C QERVICES REVIEW BOARD
Address 2020 West lles Avenue
City Springfield Zip Code 62704 County _Sangamon
Name of current licensed entity for the facility Prairie Surgicenter Associates, LLC
Does the current licensee: own this facility OR lease this facility X (if leased, check if sublease o)
Type of ownership of the current licensed entity (check one of the following:) Sole Proprietorship

Not-for-Profit Corporation For Profit Corporation Partnership Governmental

X Limited Liability Company Other, specify

Illinois State Senator for the district where the facility is located: Sen. William McCann
State Senate District Number 50 Mailing address of the State Senator __105 East Capitol Building,

Springfield, 1L 62706
Illinois State Representative for the district where the facility is located: Rep. _Raymond Poe
State Representative District Number _ 99 Mailing address of the State Representative E-1 Stratton Office

Building, Springfield, IL 62706

2. OUTSTANDING PERMITS. Does the facility have any projects for which the State Board issued a permit that will
not be completed (refer to 1130.140 "Completion or Project Completion” for a definition of project completion) by the
time of the proposed ownership change? Yes o No X. If yes, refer to Section 1130.520(f), and indicate the projects by
Project # None

3. FACILITY'S BED OR DIALYSIS STATION CAPACITY BY CATEGORY OF SERVICE (Complete
"APPENDIX A" attached to this application)

4. FACILITY'S OTHER CATEGORIES OF SERVICE AS DEFINED IN 77 IAC 1100 (Complete "APPENDIX A"
attached to this application)

5. NAME OF APPLICANT (complete this information for each co-applicant and insert after this page).
Exact Legal Name of Applicant St. John’s Hospital of the Hospital Sisters of the Third Order of St. Francis
Address _800 East Carpenter Street
City, State & Zip Code __ Springfield, 1L 62729

Type of ownership of the current licensed entity (check one of the following:) Sole Proprietorship
_ X___ Not-for-Profit Corporation For Profit Corporation Partnership Governmental
Limited Liability Company Other, specify

6. NAME OF LEGAL ENTITY THAT WILL BE THE LICENSEE/OPERATING ENTITY OF THE
FACILITY NAMED IN THE APPLICATION AS A RESULT OF THIS TRANSACTION.

Exact Legal Name of Entity to be Licensed St. John’s Hospital of the Hospital Sisters of the Third Order of St.
Francis_d/b/a Prairie Surgery Center at St. John’s Hospital
Address 800 East Carpenter Street

City, State & Zip Code Springfield, IL 62729

Type of ownership of the current licensed entity (check one of the following:) Sole Proprietorship
__X__ Not-for-Profit Corporation For Profit Corporation Partnership Governmental
Limited Liability Company " Other, specify

7. BUILDING/SITE OWNERSHIP. NAME OF LEGAL ENTITY THAT WILL OWN THE "BRICKS AND
MORTAR" (BUILDING) OF THE FACILITY NAMED IN THIS APPLICATION IF DIFFERENT FROM THE
OPERATING/LICENSED ENTITY
Exact Legal Name of Entity That Will Own the Site_The Kane-Yeh Family Limited Partnership
Address__4920 Foxhall Lane
City, State & Zip Code _ Springfield, IL. 62711
Type of ownership of the current licensed entity (check one of the following:) Sole Proprietorship
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Not-for-Profit Corporation For Profit Corporation __ X Partnership Governmental
Limited Liability Company Other, specify
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CO-APPLICANTS

Exact Legal Name of Applicant _ Hospital Sisters Health System
Address _4936 LaVerna Road
City, State & Zip Code __ Springfield, IL 62707

Type of ownership of the current licensed entity (check one of the following:) Sole Proprietorship
X Not-for-Profit Corporation For Profit Corporation Partnership Governmental
Limited Liability Company Other, specify

Exact Legal Name of Applicant _ Hospital Sisters Services, Inc.

Address _4936 LaVerna Road

City, State & Zip Code _ Springfield, 1L 62707

Type of ownership of the current licensed entity (check one of the following:) Sole Proprietorship
X Not-for-Profit Corporation For Profit Corporation Partnership Governmental
Limited Liability Company Other, specify
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10.

11.

12.

13.

14.

15.

16.

17.

18.

TRANSACTION TYPE. CHECK THE FOLLOWING THAT APPLY TO THE TRANSACTION:

Purchase resulting in the issuance of a license to an entity different from current licensee;

Lease resulting in the issuance of a license to an entity different from current licensee;

Stock transfer resulting in the issuance of a license to a different entity from current licensee;

Stock transfer resulting in no change from current licensee;

Assignment or transfer of assets resulting in the issuance of a license to an entity different from the current

licensee; ,

Assignment or transfer of assets not resulting in the issuance of a license to an entity different from the current

licensee;

O Change in membership or sponsorship of a not-for-profit corporation that is the licensed entity;

O Change of 50% or more of the voting members of a not-for-profit corporation's board of directors that controls a
health care facility's operations, license, certification or physical plant and assets;

0O Change in the sponsorship or control of the person who is licensed, certified or owns the physical plant and
assets of a governmental health care facility;

O Sale or transfer of the physical plant and related assets of a health care facility not resulting in a change of
current licensee;

O  Any other transaction that results in a person obtaining control of a health care facility's operation or physical
plant and assets, and explain in "Attachment 3 Narrative Description”

ODOoox

a

APPLICATION FEE. Submit the application fee in the form of a check or money order for $2,500 payable to the
Ilinois Department of Public Health and append as ATTACHMENT #1.

FUNDING. Indicate the type and source of funds which will be used to acquire the facility (e.g., mortgage through
Health Facilities Authority; cash gift from parent company, etc.) and append as ATTACHMENT #2.

ANTICIPATED ACQUISITION PRICE: $_8.500,000

FAIR MARKET VALUE OF THE FACILITY: $_8,500,000
(to determine fair market value, refer to 77 IAC 1130.140)

DATE OF PROPOSED TRANSACTION: On or before January 2, 2014

NARRATIVE DESCRIPTION. Provide a narrative description explaining the transaction, and append it to the
application as ATTACHMENT #3.

BACKGROUND OF APPLICANT (co-applicants must also provide this information). Corporations and Limited
Liability Companies must provide a current Certificate of Good Standing from the lllinois Secretary of State.
Partnerships must provide the name and address of each partner and specify whether each is a general or limited partner.
Append this information to the application as ATTACHMENT #4.

TRANSACTION DOCUMENTS. Provide a copy of the document(s) which detail the terms and conditions of the
proposed transaction (purchase, lease, stock transfer, etc). Applicants should note that the document(s) submitted should
reflect the applicant's (and co-applicant's, if applicable) involvement in the transaction. The document must be signed by
both parties and contain language stating that the transaction is contingent upon approval of the Illinois Health Facilities
Planning Board. Append this document(s) to the application as ATTACHMENT #5.

FINANCIAL INFORMATION (co-applicants must also provide this information). Per 77 IAC 1130.520(b)(3), an
applicant must demonstrate it has sufficient funds to finance the acquisition and to operate the facility for 36 months by
providing evidence of a bond rating of “A” or better (that must be less than two years old) from Fitch, Moody or
Standard and Poor’s rating agencies or evidence of compliance with the financial viability review criteria (as applicable)
to the type of facility being acquired (as specified at 77 IAC 1120). Append as ATTACHMENT #6.

PRIMARY CONTACT PERSON. Individual representing the applicant to whom all correspondence and inquiries
pertaining to this application are to be directed. (Note: other persons representing the applicant not named below will
need written authorization from the applicant stating that such persons are also authorized to represent the applicant in
relationship to this application).

Name: _Amy K. Bulpitt, Vice President Legal Affairs, Central Illinois Division
Address: 800 East Carpenter Street
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City, State & Zip Code: Springfield, 1L 46279
Telephone (217) 544-6464 Ext. 48336

19. ADDITIONAL CONTACT PERSON. Consultant, attorney, other individual who is also authorized to discuss this
application and act on behalf of the applicant.
Name: Mark Swearingen, Esq..Hall, Render, Killian, Heath & Lyman, P.C.
Address: One American Square, Suite 2000
City, State & Zip Code: _Indianapolis, IN 46282
Telephone (317 ) 977-1458 Ext.

20. CERTIFICATION
I certify that the above information and all attached information are true and correct to the best of my knowledge

and belief. I certify that the categories of service, number of beds and/or dialysis stations within the facility will not
change as part of this transaction. I certify that no adverse action has been taken against the applicant(s) by the
federal government, licensing or certifying bodies, or any other agency of the State of Illinois. I certify that I am
fully aware that a change in ownership will void any permits for projects that have not been completed unless such
projects will be completed or altered pursuant to the requirements in 77 IAC 1130.520(f) prior to the effective date
of the proposed ownership change. I also certify that the applicant has not already acquired the facility named in this
application or entered into an agreement to acquire the facility named in the application unless the contract contains
a clause that the transaction is cg/ny'ngent UPOW

Signature of Authorized Ofﬁcg@Vtﬂ%}/a

V4

Typed or Printed Name of Authorized Officer _Larry P. Schumacher

Title of Authorized Officer: Interim President & CEOQ, St. John’s Hospital

Address: 800 East Carpenter Street

City, State & Zip Code: _Springfield, II. 46279

Telephone (_217 ) 523-4747 Date:

NOTE: complete a separate signature page for each co-applicant and insert following this page.

148671 1v.1




CO-APPLICANT CERTIFICATION

I certify that the above information and all attached information are true and correct to the best of my knowledge
and belief. I certify that the categories of service, number of beds and/or dialysis stations within the facility will not
change as part of this transaction, I certify that no adverse action has been taken against the applicant(s) by the
federal government, licensing or certifying bodies, or any other agency of the State of Illinois. 1 certify that I am
fully aware that a change in ownership will void any permits for projects that have not been completed unless such
projects will be completed or altered pursuant to the requirements in 77 TAC 1130.520(f) prior to the effective date
of the proposed ownership change. I also certify that the applicant has not already acquired the facility named in this
application or entered into an agreement to acquire the facility named in the application unless the contract contains
a clause that the transaction is centfhgent upon ap, m
Signature of Authorized OfﬁcerW

{
Typed or Printed Name of Authorized Officer: _Larry P. Schumacher

Title of Authorized Officer: Chief Operating Officer

Co-Applicant Name: _Hospital Sisters Health System

Address: 4936 L.aVerna Road

City, State & Zip Code: _Springfield, IL. 62707

Telephone (_217 ) 523-4747 Date:
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CO-APPLICANT CERTIFICATION

1 certify that the above information and all attached information are true and correct to the best of my knowledge
and belief. | certify that the categories of service, number of beds and/or dialysis stations within the facility will not
change as part of this transaction. 1 certify that no adverse action has been taken against the applicant(s) by the
federal government, licensing or certifying bodies, or any other agency of the State of Illinois. I certify that 1 am
fully aware that a change in ownership will void any permits for projects that have not been completed unless such
projects will be completed or altered pursuant to the requirements in 77 1AC 1130.520(f) prior to the effective date
of the proposed ownership change. I also certify that the applicant has not already acquired the facility named in this
application or entered into an agreement to acquire the facility named in the application unless the contract contains
a clause that the transaction is contingent upon approval by the State Board.

A\ 3
Signature of Authorized Officer (,\/)v-«\ ﬂ\ ) CA/\/\-»

Typed or Printed Name of Authorized Officer: Ann Carr

Title of Authorized Officer: Treasurer

Co-Applicant Name: _Hospital Sisters Services, Inc.

Address: 4936 LaVerna Road

City, State & Zip Code: _Springfield, JL 62707

Telephone (217 ) 523-4747 Date:
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APPENDIX A
FACILITY BED AND DIALYSIS STATION CAPACITY AND CATEGORIES OF SERVICE

Complete the following for the facility for which the change of ownership is requested. The facility’s bed and dialysis station
capacity must be consistent with the State Board’s Inventory of Health Care Facilities.

FACILITY NAME Prairie Surgicenter Associates, LLC CITY: Springfield

1. Indicate (by placing an “X”) the type of facility for which the change of ownership is requested:

o Hospital; o Long-term Care Facility; o Dialysis Facility; X Ambulatory Surgical Treatment Center.

2. Provide the bed capacity by category of service:

SERVICE # of Beds SERVICE # of Beds
Medical/Surgical Nursing Care
Obstetrics Shelter Care
Pediatrics DD Adults*
Intensive Care DD Children**
Acute Mental Illness Chronic Mental Iliness
Rehabilitation Children’s Medical Care
Neonatal Intensive Care Children’s Respite Care

*Includes ICF/DD 16 and fewer bed facilities; **Includes skilled pediatric 22 years and under

3. Chronic Renal Dialysis: Enter the number of ESRD stations: N/A

4. Indicate (by placing an “X”) those categories of service for which the facility is approved.
Cardiac Catheterization Open Heart Surgery
Subacute Care Hospital Model Kidney Transplantation

Selected Organ Transplantation Postsurgical Recovery Care Center Model

5. Non-Hospital Based Ambulatory Surgery and Ambulatory Surgical Treatment Centers

Indicate (by placing an “X”) if the facility is a o limited or X multi-specialty facility and indicate the surgical specialties

provided.

_ Cardiovascular X __ Ophthalmology

____ Dermatology Oral/Maxillofacial

__ Gastroenterology X  Orthopedic

_____ General/Other (includes any procedure that is not Otolaryngology
included in the other specialties) Plastic Surgery

__ Neurological Podiatry

_____ Obstetrics/Gynecology Thoracic

Urology
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ATTACHMENT #1

[APPLICATION FEE ENCLOSED]

1486711v.1







10
ATTACHMENT #2

FUNDING

This project will be funded through existing cash reserves of St. John’s Hospital of the Hospital
Sisters of the Third Order of St. Francis.
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ATTACHMENT #3

NARRATIVE DESCRIPTION

St. John’s Hospital of the Hospital Sisters of the Third Order of St. Francis (the "Hospital")
intends to purchase an existing licensed ambulatory surgical treatment center (the "ASTC"). The ASTC
is located in Springfield in space that is owned by Kane-Yeh Family Limited Partnership and leased to
the ASTC. The ASTC currently is licensed to Prairie Surgicenter Associates, LLC under license
number 7003147. The ASTC is a multi-specialty surgical center that has provides orthopedic and
ophthalmologic surgery services. Sandra Yeh, M.D. is the majority and controlling owner of the ASTC
and is responsible for its day-to-day management and oversight.

The transaction will take the form of an asset purchase. The Hospital will not acquire the debts
and other liabilities and obligations of the ASTC. The Hospital will purchase the assets of the ASTC for
the price of $8,500,000. ,
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ATTACHMENT #4

See attached Certificates of Good Standing for the following entities:

1. St. John’s Hospital of the Hospital Sisters of the Third Order of St. Francis
2. Hospital Sisters Health System

3. Hospital Sisters Services, Inc.

1486711v.1
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File Number 3528-156-8

To all to whom these Presents Shall Come, (reeting:

I, Jesse White, Secretary of State of the State of Illinois, do
hereby certify that

ST. JOHN'S HOSPITAL OF THE HOSPITAL SISTERS OF THE THIRD ORDER OF ST.

FRANCIS, A DOMESTIC CORPORATION, INCORPORATED UNDER THE LAWS OF THIS
STATE ON JUNE 03, 1955, APPEARS TO HAVE COMPLIED WITH ALL THE PROVISIONS
OF THE GENERAL NOT FOR PROFIT CORPORATION ACT OF THIS STATE, AND AS OF

THIS DATE, IS IN GOOD STANDING AS A DOMESTIC CORPORATION IN THE STATE OF
ILLINOIS.

In Testimony Whereof, 1 hereto set
my hand and cause to be affixed the Great Seal of
the State of Illinois, this 4TH

day of NOVEMBER A.D. 2013

W] 12 Q\ g
Authentication #: 1330801216 "W’e/

Authenticate at: http://www.cyberdriveillinois.com

SECRETARY OF STATE




File Number 5163-355-5

To all to whom these Presents Shall Come, Greeting:

I, Jesse White, Secretary of State of the State of Illinois, do
hereby certify that

HOSPITAL SISTERS HEALTH SYSTEM, A DOMESTIC CORPORATION, INCORPORATED
UNDER THE LAWS OF THIS STATE ON DECEMBER 26, 1978, APPEARS TO HAVE
COMPLIED WITH ALL THE PROVISIONS OF THE GENERAL NOT FOR PROFIT

CORPORATION ACT OF THIS STATE, AND AS OF THIS DATE, IS IN GOOD STANDING AS
A DOMESTIC CORPORATION IN THE STATE OF ILLINOIS.

In Testimony Whereof, I hereto set
my hand and cause to be affixed the Great Seal of
the State of Illinois, this 22ND

day of MARCH AD. 2013

Ve S5ra 18X Q_\ ,
Authentication #: 1308102100 M

Authenticate at: hitp:/fwww cyberdriveillinois.com

SECRETARY OF STATE



File Number 5325-639-2

To all to whom these Presents Shall Come, Greetingi

I, Jesse White, Secretary of State of the State of Illinois, do
hereby certify that

HOSPITAL SISTERS SERVICES, INC., A DOMESTIC CORPORATION, INCORPORATED
UNDER THE LAWS OF THIS STATE ON NOVEMBER 04, 1983, APPEARS TO HAVE
COMPLIED WITH ALL THE PROVISIONS OF THE GENERAL NOT FOR PROFIT
CORPORATION ACT OF THIS STATE, AND AS OF THIS DATE, IS IN GOOD STANDING AS
A DOMESTIC CORPORATION IN THE STATE OF ILLINOIS.

In Testimony Whereof, I hereto set
my hand and cause to be affixed the Great Seal of
the State of Illinois, this 13TH
dayof - AUGUST AD. 2013

A R /
s g
Authentication #: 1322500602 ' M W

Authenticate at: httpi/fwww.cyberdriveillinois.com SECRETARY OF STATE
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ATTACHMENT #5

Attached please find an unexecuted copy of the Asset Purchase Agreement between St. John’s
Hospital of the Hospital Sisters of the Third Order of St. Francis, Prairie Surgicenter Associates, LLC,
and Sandra Yeh, M.D. The parties have agreed on the key terms of the Asset Purchase Agreement, but
are still finalizing some other minor terms and thus have not yet signed. Once fully executed, a signed
version of the Asset Purchase Agreement will be provided.
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ASSET PURCHASE AGREEMENT

THIS ASSET PURCHASE AGREEMENT (“Agreement”) is made effective as of the
__day of , 2013 (“Effective Date”), by and among Prairie Surgicenter
Associates, LLC, an Illinois limited liability company (“ASC”), Sandra Yeh, M.D. (“Dr.
Yeh”) and St. John’s Hospital of the Hospital Sisters of the Third Order of St. Francis, an
Illinois not-for-profit corporation (“Buyer”).

WITNESSETH

WHEREAS, ASC operates an ambulatory surgery ceig‘ tulocated at 2020 West lles
Avenue, Springfield, lllinois (the “Center”) and desires to %?I"‘ Subs Stantially all of the tangible
and intangible assets of ASC to Buyer and cause Buyer to assii%ne the operation of the Center on

the terms and conditions set forth in this Agreement; ang ﬁf}%

WHEREAS, Buyer desires to assume the 0§§katlon of ghe Center throughithe purchase of
substantially all of the tangible and intangible¢ ‘as%g£ >of AS 3%%1:‘1 the assump;'@dBof certain
contracts and leases of ASC upon the terms and sul BBt conditions set forth in this
Agreement;

1.

consideration of the payh %
hereinafter mentloned at tﬁ%"@l@@mﬁ%

ASC to conduct 1ts business operations at the Center
&;15 include, but are not limited to, the assets listed in

,lvely, the’“Excluded Assets”) shall be not be conveyed by ASC to Buyer at
n tg&gole property of ASC.

13 2 'SC shall transfer and convey the Assets to Buyer at Closing by delivery
of a Bill of Sale executed and delivered by ASC in the form attached hereto as Exhibit A.

2. ASSUMED CONTRACTS. Subject to the terms and conditions herein set forth,
for and in consideration of the payment of the Purchase Price and the performance of the
covenants hereinafter mentioned, at the Closing ASC shall assign to Buyer and Buyer shall
assume from ASC, all of ASC’s rights and obligations arising on and after the Closing Date
under the leases and contracts listed on the attached Schedule 2 (such assigned and assumed
contracts will be referred to herein as the “Assumed Contracts”). The Assumed Contracts will
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be assigned to, and assumed by, Buyer pursuant to an Assignment and Assumption Agreement to
be executed and delivered by ASC and Buyer at Closing in the form attached hereto as Exhibit
B. Any costs of transfer of the Assumed Contracts to Buyer, other than ASC’s attorney’s fees if
any, shall be the responsibility of Buyer. Any contract that is not an Assumed Contract shall be
an “Excluded Contract” and all rights and obligations of ASC under each Excluded Contract
shall remain solely those of ASC after Closing, which shall include, but not be limited to,
contracts and agreements pertaining to any Excluded Assets.

3. PAYMENT OF PURCHASE PRICE.

3.1 At Closing, Buyer agrees to pay a total purchase price for the assets of
ASC of $8,500,000.00 (the “Purchase Price”) as follows: 5

(a) a total of $7,225,000.00, repre nting E1
of the Purchase Price, shall be paid by the Buyer ' i
available funds to the account of ASC sp
by ASC to Buyer prior to the Closing Dag};c;f

ty-Five percent (85%)

terms of an €scro?
“Escrow Agreew

portion of 'the Escrow Amount that has not been paid by the
mnified Parties (defined in Section 7.3 hereof) to satisfy

'Amount equal to the aggregate amount that would be
ndemnified if it were determined to be entitled to indemnification
or liability shall remain on deposit with the Escrow Agent until
liability is resolved, either by mutual agreement of the parties or
inal non -appealable order of a court of competent jurisdiction. Buyer and
ASC will each: espon31ble for one-half of the fees and expenses of the Escrow Agent.

32  The Buyer and ASC have agreed on a final allocation of the Purchase Price
among the Assets, or classes of Assets, conveyed to Buyer by ASC pursuant hereto, which
is outlined in Schedule 3.2. To the extent permitted by applicable law, ASC and Buyer
will each adopt and utilize the amounts allocated to each Asset or class of Assets for
purposes of all federal, state and other income tax returns or reports of any nature filed by
it, including the filing of IRS Form 8594 and neither will voluntarily take any position
inconsistent therewith upon examination of any such tax returns or reports, in any claim
for refund, in any litigation, or otherwise with respect to such tax returns or reports.
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Notwithstanding any other provisions of this Agreement, the foregoing agreement shall
survive the Closing Date (defined below) without limitation.

4. ASSUMED AND EXCLUDED LIABILITIES.

4.1  All liabilities arising on and after the Closing Date under the Assumed
Contracts and all liabilities relating to the use of the Assets by Buyer and the operation of the
Center on and after the Closing Date (including, without limitation, payroll, accounts payable
and taxes that may become owing as a result of the Buyer’s use of the Assets and operation of
the Center following the Closing) shall be assumed by, and will be -exflusive responsibility
of, the Buyer (the “Assumed Liabilities”). ’

in, the Buyer shall not
ssumed Liabilities
15 the “Excluded

42 Notwithstanding anything to the con

(b)  Any liabili
Contracts and any liability relati
Date.

Any liabilities arising out of the Excluded Contracts; and

Any contingent or unknown liability of ASC that arises out of an
event occurrmg prior to the Closing Date.

S. CLOSING.

5.1  The closing hereunder (“Closing”) shall take place and be effective on
January 2, 2014, at 12:01 a.m., or such other date and time as Buyer and ASC shall agree, but in

1386230v.11




no event earlier than the satisfaction, or waiver by the appropriate party, of each of the conditions
to closing set forth in Sections 5.2 and 5.3 hereof. The Closing shall occur at the offices of
Buyer, or at such other place as may be mutually agreed to by the parties hereto, and may be
conducted by exchange of facsimile copies of documents (and overnight delivery of originals, as
applicable). The date the Closing occurs shall be referred to as the “Closing Date.”

5.2  The obligation of the Buyer to pay the Purchase Price and otherwise
perform its obligation at Closing shall be subject to the satisfaction of each of the following
conditions, unless duly waived by the Buyer:

(a) Each representation and warranty o ASC set forth in Section 8
hereof shall be true and correct, in all material respects, as of the Closing Date;

(b)  All of the covenants and obhgatlons that:ASC is required to
perform or to comply with pursuant to this Agreement at or pri the Closing have
been duly performed and complied with in allinaterial respects; :

encumbrances on the Assets described in Sched
terminated to the reasonable sati faction of Buyer

]I'be pending before any court or
state local or forelgn Jurlsdlctlon

(“COE”) approval by the Illinois Health Planning Board for the
ASC or written verification from the Illinois Health Plannmg

transaction is'e mpt‘from Certificate of Need approval; and

1) Buyer shall have obtained the necessary corporate, religious, and
regulatory approvals including, as necessary, approval by Hospital Sisters Health System
and its religious sponsor.

5.3 The obligation of ASC to convey the Assets, assign the Assigned
Contracts and otherwise perform its obligation at Closing shall be subject to the
satisfaction of each of the following conditions, unless duly waived by ASC:
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(a) Each representation and warranty of Buyer set forth in Section 9
hereof shall be true and correct, in all material respects, as of the Closing Date;

(b)  All of the covenants and obligations that Buyer is required to
perform or to comply with pursuant to this Agreement at or prior to the Closing have
been duly performed and complied with in all material respects;

(©) Buyer has entered into an Administrative Services and Clinical Co-
Management Agreement with ASC; and

pendmg before any court or
cal or forelgn _]UI‘lSdlctlon

d) No action, suit or proceeding shall
quasi-judicial or administrative agency of any federal,
or before any arbitrator wherein an unfavorable inj;

be rescinded following Closing.
6. COVENANTS. ASC and Buyer make

6.1 Accounts Receivable., All collections:ef accounts receivable for services
rendered by ASC prior to the Closing:

the Closmg Date, ASC shall terminate all
below) and Buyer may offer to hire each of the qualified
) into hi§ or her existing position (or a position of
gmpensatlon rate and benefits that are consistent
‘employees. Buyer anticipates that it will extend
'ded such Employees are qualified, in Buyer s reasonable

6.2

Registered Nu
($2,500.00), and
be paid a sign-on bonu;’ ‘

h-hired Employee that is not a Registered Nurse, and is hired full-time, shall
Five Hundred Dollars ($500.00)

6.3  Notice to Third Parties. Prior to the Closing, ASC shall notify all third
parties to the Assumed Contracts of the transaction contemplated by this Agreement and use
commercially reasonable efforts to obtain any consent or waiver from such third parties that are
necessary to allow ASC to assign the Assumed Contracts to Buyer effective as of the Closing
Date.

6.4  Non-Negotiation. From and after the date hereof through and until the
earlier to occur of Closing or termination of this Agreement, neither ASC nor its officers,
_ directors, or members, nor anyone acting on behalf of ASC, shall, directly or indirectly,

5
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encourage, solicit, engage in discussions or negotiations with, or provide any information to, any
person, firm, or other entity or group (other than Buyer or its representatives) concerning any
merger, sale of substantial assets, purchase or sale of stock, or similar transaction involving ASC,
or any other transaction inconsistent with the transaction contemplated hereby.

6.5  Pro-Rata Liabilities. ASC is responsible for liabilities that relate to or
arise from the period on and prior to the Closing Date and Buyer is responsible for liabilities that
relate to or arisc from ASC for the period after the Closing Date. All liabilities that are incurred
for a period that includes both a pre-Closing and post-Closing period (e.g., utilities, rent) will be
prorated as of the Closing Date such that ASC pays the portion of such liabilities that relate to
the period prior to the Closing Date and Buyer pays the portlon Such liabilities that relate to
the period on and after the Closing Date. Settlement of any sucli‘items that are not able to be
prorated and paid at Closing shall occur within fifteen (1

ys after receipt of a
request therefore accompanied by evidence that suc ayment is required
hereunder.

1 Zuthorized
IPAA”) and its:Corresponding
1tled during the regular business
which approval shall not be
unreasonably withheld, to access and mz¢ opies of the mié cal records acqu1red by Buyer
pursuant to this Agreement for the purpo: )
legitimate business reasons. Buyer shall be r
records transferred pursuant to this Agreeme t 1
possession at Closing in conij
applicable laws.

and' Software. After Closing, and until one
its. designated representatlve shall be entitled, during the
r and on’weekends with the prior approval of Buyer, which
1thheld to access and utilize all billing records related to

6.7 "

of Representations and ‘Warranties. All representations and
ta' ed’in Section 8 hereof, all representations and warranties of Buyer
contained in Sectio eof and all representations and warranties of Dr. Yeh contained in
Section 25 hereof shall:survive the Closing Date for a period of twenty-four months (24) months
(the “Survival Period”) and no claim may be brought for indemnification under this Agreement
with respect to a breach of any such representation or warranty after the Survival Period;
provided, however, any claim for indemnity made in writing during the Survival Period shall
survive until it has been finally resolved as provided herein.

warranties of AéC

72 Indemnification by Buyer. Subject to the terms and conditions hereof,
Buyer shall indemnify ASC and each of its members, managers, officers, and employees and Dr.
Yeh (collectively, the “ASC Indemnified Parties”) for, and will hold each ASC Indemnified
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Party harmless from and against, any and all losses, claims, damages, or expenses, including
reasonable attorneys’ fees (collectively, “Damages”) actually incurred by such ASC Indemnified
Party, arising, directly or indirectly, from or in connection with (a) any Assumed Liability, (b)
any breach by the Buyer of its covenants and obligations under this Agreement, and (c) any
breach by the Buyer of its representations and warranties set forth in Section 9 hereof.

7.3 Indemnification by ASC or Dr. Yeh. Subject to the terms and
conditions hereof:

(a) ASC shall indemnify Buyer and each of 1ts directors, officers, and
employees (collectively, the “Buyer Indemnified Partjes”) for, and will hold each
Buyer Indemnified Party harmless from and against,.’ nd all Damages actually

f its covenants and
‘epresentations and

and agamst any and all Damages
ing, directly or indirectly, from or

in connection with any breach b ‘_D'
in Section 25 hereof.

der Sections 7.2 or 7 3, as the case may be, with respect to
such indemnified party shall have suffered aggregate

the obligatiomn;0f:ASC to indemnify Buyer Indemnified Parties, shall, in each case, be
limited to an am unt equal to the Purchase Price.

(c) Any obligation of Dr. Yeh to indemnify Buyer Indemnified Parties
shall be limited to both the Purchase Price and to her pro rata ownership interest in ASC.

7.5 Other Indemnification Matters.

(a) Upon making any payment of an indemnification claim pursuant to
this Section 7, the indemnifying party shall be subrogated, to the extent of such payment,
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to any rights which the Indemnitee may have against other persons with respect to the
subject matter underlying such indemnification claim.

(b) If after an indemnification payment is made hereunder, the Party to
which such payment is made receives insurance proceeds in respect of the Loss, such
amount (up to and not to exceed the amount of the indemnification payment from the
Indemnifying Party to the Indemnitee in respect of the Loss) shall promptly be remitted
to the Indemnifying Party; provided, however, that the foregoing shall not create any
obligation on the part of an Indemnitee to take any action eek or obtain any such
insurance proceeds.

(@)

and agree that the
the sole and exclusive

ASC and Buyer

8. REPRESENTATIONS OF ASC
covenants to Buyer as follows. For purposes of this S
actual or constructive knowledge of Dr Yeh Or persons se

8.1 Authority. ASC is
laws of the State of Illinois and has full pow

SC hereby warrants, represents and
tion 8, the term “knowledge” means
as a manager or officer of ASC.

provision of any of the foll
Agreement, any\apphcable

Financial Statements. Attached as Schedule 8.3 are true and complete
: sheets of the Company as of December 31, 2011, 2012, and the
, and the related unaudited statements of income,
changes in members’ié u1ty and cash ﬂows for the fiscal years then ended (collectively, the
“Financial Statements The Financial Statements fairly present in all material respects the
financial condition and the results of operations, changes in members’ equity, and cash flows of
the Company at the respective dates of and for the respective periods referred to in the Financial
Statements. The Financial Statements have been prepared from the books and records of the
Company (which are true and correct in all material respects). There has not been any change
between and the date of this Agreement which has had or is likely to
have a material adverse effect on the financial position, results of operations or business or
prospects of the Company.
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84  No_Adverse Change. Since ASC enrolled to participate in Medicare,
ASC has operated in the ordinary course, consistent with good business practices, and during the
twelve (12) months prior to the Closing Date there has not been any material adverse change in
the Assets, Assumed Contracts, business, operations, or condition (financial or other) of ASC.
ASC is not aware of any occurrence or fact that may result in a material adverse effect on the
Assets, Assumed Contracts or ASC.

8.5  Tax. ASC has filed all federal, state and local tax returns required to be
filed by it and has paid or made provision for the payment of all taxes and assessments
(including without limitation income, excise, unemployment, 50 ial“:security, occupation,
franchlse propeny, sales and use taxes, services taxes, import dutié; or charges and all penaltles

of no open matters for any prior periods.

8.6 No_Material Liability. Exc
Financial Statements, and other than trade accoun
the ordinary course of business, ASC has no indebté
known or unknown that relate to the Assets, and ASC

ability, absolute;or contingent,
debtedness or habxhty to be paid
no mater1a1 refund or repayment

obligations (arlsmg from overpaymen
including, without limitation, any part For purposes of this
representation, any indebtedness or liability g eater thah: 11 be deemed to be material.

authorization or appro
continued lawful conduct

_undef$tandings or commitments currently in effect, whether or not the
same are in writing, ich ASC is a party, each of which constitutes an Assumed Contract, as
defined above. ASC has provided true and complete copies of each of the Assumed Contracts to
Buyer ASC has performed all material obligations requlred to be performed by it under, and is
not in default or delinquent in any material respect in performance, status, or any other respect
(claimed or actual) in connection with, any Assumed Contract, and, to the knowledge of ASC, no
event has occurred which, with due notice or lapse of time or both, would constitute such a
default. Each Assumed Contract is valid, binding and enforceable against the ASC, and to the
knowledge of the ASC, the other parties thereto, in each case in accordance with its terms, and is
in full force and effect. To the knowledge of ASC, no other party to any Assumed Contract is in

contracts, agreeme \
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material default in respect thereof. The Assumed Contracts have not been modified, amended,
supplemented, extended or renewed.

8.10 Employees. Attached hereto as Schedule 8.10 is a complete list of all
employees of ASC (individually, “Employee,” and collectively “Employees”). Set forth
opposite the name of each Employee is such Employee’s employment position title, salary or
wage rate, any bonus provisions, and any other compensation arrangement. ASC is not a party
to any collective bargaining agreement or contract with any labor union and no union application
for certification exists respecting the Employees.

8.11 Legal Compliance. The operations of ASC have been conducted in
material accordance with all applicable laws, regulations, orders; and. other requirements of all
courts and other governmental authorities having _]UllSdlC SC, including without
limitation all such laws, regulations, orders, and req ents promulgated by or relating to
consumer protection, health care (e.g., compliance Medlcare and Medicaid laws and
regulations, and compliance with applicable Condi

w held or employed by ASC that are
material to the operation of ASC, and (b) constitut ) Closmg Date W1ll constltute all
of the property and assets that.are necessary

obligations that AS : .,,,(]mred to perform or to comply w1th pursuant to this Agreement at or
prior to the Closing (considered collectively), and each of these covenants and obligations
(considered individually), must have been duly performed and complied with in all material
respects before Closing. All of ASC's and Physician's representations and warranties in this
Agreement (considered collectively), and each of these representations and warranties
(considered individually), must have been accurate in all material respects as of the date of this
Agreement, and must be accurate in all material respects as of the Closing as if made on the

Closing.

10
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8.16 Conditions of Participation. ASC is in compliance with the Conditions of
Participation applicable to an ambulatory surgery center and is operating in a manner that allows
the services provided at ASC to be billed to Medicare and Medicaid.

9, REPRESENTATIONS OF BUYER. Buyer hereby warrants, represents, and
covenants to ASC as follows:

9.1 Authority. Buyer is a not-for-profit corporation in good standing under
the laws of the State of Illinois and has full power and authority to enter into this Agreement.
This Agreement has been duly executed and delivered by Buyer ah ?-15 a valid and binding
obligation of Buyer, enforceable against Buyer in accordance its terms, subject to the
conditions of Closing.

9.2  No Violation or Default. The e; \tlon delivery.and performance by

93 Performance of Covenants ani:i‘» !\gatlons. All of the covenants and

(considered collectlvely), and each of t
individually), must have been:accurate in all

A4 - ontr yer acknowledges receipt of complete copies of each of the
Assumed Contracts listed'in Schedule:2. from AS

10. COVENANT NOT TO COMPETE. During the term of this Agreement, and
for a period of seven (7) years after the Closing Date, neither the ASC nor Dr. Yeh shall own,
organize, consult with, manage, become an employee, or otherwise participate in any manner,
with any person or entity that offers services that compete with the services offered by an
ambulatory surgery center or the Buyer and is located within fifty (50) miles of Center, except
for those activities currently being performed by ASC or Dr. Yeh listed in Schedule 10. This
covenant not to compete shall not restrict Dr. Yeh from providing professional services at any
health care location or facility. This covenant not to compete is specifically acknowledged to be
fair and appropriate to protect the interests of Buyer, and any person or entity that acquires
ownership in ASC after the Closing. This covenant not to compete is an important part of the
total consideration exchanged by the Parties. Buyer and ASC specifically acknowledge and
agree that it is their intention that the restrictive covenants contained in this Section are to be
enforced to the maximum extent permissible by law, and that if any such covenant is determined
by a court of competent jurisdiction not to be enforceable as set out herein, then the Parties shall
request that such restrictive covenant shall be reformed by such court so that it is enforceable to
the maximum extent permissible by law. If any provision contained in this Section is modified
or held ineffective by any court in any respect, then such adjudication shall not invalidate or

11
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render ineffective the balance of the provisions of this Section, or any other provision of this
Agreement.

11. RIGHT OF FIRST QFFER (CENTER). If, following the Closing, Buyer
proposes to sell, transfer, or otherwise dispose of the Center, whether as a sale of Buyer or of
substantially all of the operating assets of the Center to a third party that is not an affiliate of
Buyer or of Hospital Sisters Health System, then Buyer shall inform ASC of the sale and shall
provide ASC with an opportunity to submit a bid to purchase the Center. The Parties understand
that this Section does not obligate Buyer to sell the Center to ASC.

12. RIGHT OF FIRST REFUSAL (BUILDING Thek':parties acknowledge
that the building in which the Center is located at 2020, West: les, Springfield, Illinois
(“Building™) is currently owned by the Kane-Yeh Family Trust, a related entity to Dr. Yeh and

forth in the Space Lease between

y prov1de Buyer w1th written notice
of the occurrence of a Building Trlgger :
the Building, ora portlon of the Bulldm

the notice of the Building Trlgger Event.
days, then the Building Ow.

-“or substantlally similar terms that are offered to any

- PEC shall provide Buyer with written notice of the occurrence

of a PEC Trigger Event in h event Buyer shall the right to purchase PEC, or any office

location or otherp thIl of PEC as described above. Buyer shall exercise its right to purchase by

delivering written n PEC within ninety (90) days of receipt of the notice of the PEC

Trigger Event. If Buy ils to exercise its option within nine (90) days, then PEC may proceed
with a transaction with'a third party.

14. SPACE LEASE. The parties acknowledge that Buyer and the Kane-Yeh Family
Limited Partnership will enter into a Space Lease. The Space Lease shall be executed at or |
before the Closing. The parties understand that such lease, which will be on commercially
reasonable terms and for a fair market value rental rate, is essential for Buyer to be able to
operate the Center following Closing,

12
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15. SUCCESSORS AND ASSIGNS. This Agreement shall be binding upon and
shall inure to the benefit of the parties hereto and their respective personal representatives,
successors, and assigns. Buyer may assign its rights and obligations under this Agreement to a
partially or wholly-owned subsidiary of Buyer.

16. APPLICABLE LAW. This Agreement shall be interpreted and construed in
accordance with the laws of the State of lilinois.

17. HEADINGS. The headings appearing in this Agreement are inserted only as a
matter of convenience and do not define, limit, construe, or prescribe the. scope or intent of the
sections of this Agreement nor in any way affect this Agreement.

18. SURVIVAL. All covenants and agreements.
mtended to surv1ve the consummatlon of the transact'

mi)lated hereby and supersedes
rstandings, oral or written, with

e’ executed in one or more
of which taken together shall

facsimile 51gnatures
party so long as the’
otherwise).

nt may only be amended by written agreement
but only required by Dr. Yeh, individually, to the extent
r obligations under this Agreement.

. A disclosure of a relevant event, fact or item on any schedule
reement shall be a disclosure for all purposes, schedules, or

or exhibit attach
exhibits.

23. CONFIDENTIALITY. Each party will hold confidential, and will cause its
affiliates and agents t6 hold confidential, all documents and information concerning any other
party furnished to it by the other party in connection with this Agreement or the transactions
contemplated by it.

24. WAIVER OF BREACH. The waiver by any party of a breach or violation of
any provision of this Agreement shall not operate as, or be construed to be, a waiver of any
subsequent breach of the same or other provision of this Agreement.

13
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25. REPRESENTATIONS OF DR. YEH. Dr. Yeh represents that the
representations of ASC set forth in Section 8 are true and complete.

[Signature Page Follows]

, 14
1386230v.11




IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
properly executed by their duly authorized representatives as of the day and year first above
written.

“ASC”
PRAIRIE SURGICENTER ASSOCIATES, LLC

SISTERS OF THE THIRD ORDER OF ST.
FRANCIS

By:

Larry P. Schumacher,
Interim President & CEO

Date: , 2013

15
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Exhibits

Exhibit A
Exhibit B
Exhibit C
Schedules

Schedule 1A
Schedule 1B
Schedule 2
Schedule 3.2
Schedule 8.2
Schedule 8.3
Schedule 8.6
Schedule 8.7
Schedule 8.8
Schedule 8.10
Schedule 8.12
Schedule 8§l
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Bill of Sale
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Escrow Agreement

Assets

Excluded Assets
Assumed Contracts
Tax Allocation of Purchase Price i
Third Party Consé‘%;ts-

‘:ebts

Material Liabilities & ) .
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EXHIBIT A

To Asset Purchase Agreement

BILL OF SALE

FOR VALUE RECEIVED, Prairie Surgicenter Associates, LLC (“ASC”) hereby

sells, assigns, transfers, and conveys to St. John’s Hospital of the Hospital Sisters of the Third

Order of St. Francis (“Buyer”) all of ASC’s right, title, and i erest in, to, and under the

day of , 2013,

PRAIRIE SURGICENTER ASSOCIATES, LLC

By:

Sandra Yeh, M.D., President

A-1
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EXHIBIT B

To Asset Purchase Agreement

ASSIGNMENT AND ASSUMPTION AGREEMENT

THIS ASSIGNMENT AND ASSUMPTION AGREEMENT (“Agreement”) is
entered into effective as of , 2013 (“Effective Date™) by and between Prairie
Surgicenter Associates, LLC (“ASC”) and St John’s Hospital of the Hospital Sisters of the
Third Order of St. Francis (“Buyer”). 4&}

Agreement with a Closing Date of January 2, 2014 at 12
agreed to between the parties, by and between ASC g
Capitalized terms used herein and not defined hereing
Purchase Agreement. '

1. Assignment. For good and Valuﬁile" s
and sufficiency of which are hereby acknowledged ASE
Buyer all of ASC’s right, title, and 1nter%st in, to, and und

&Y grints, transfers’ and assigns to
Assumed Contracts.

Assumption. Buyer here]

Conflict. I p eventiof any conflict between this Agreement and the Purchase
Purchase Ag ,ment‘ﬁlall control.

[Signature Page Follows]

B-1
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IN WITNESS WHEREOF, ASC and Buyer have executed this Agreement, intending to
be bound legally.

ST. JOHN’S HOSPITAL OF THE HOSPITAL SISTERS OF
THE THIRD ORDER OF ST. FRANCIS

By:

Larry P. Schumacher, Interim Pr:

PRAIRIE SURGICENTE

A3

By:

Sandra Yeh, M.D., Pres

B-2
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EXHIBIT C

To Asset Purchase Agreement

ESCROW AGREEMENT

[ To be provided. ]




SCHEDULE 1A

To Asset Purchase Agreement

ASSETS

(a) All personnel files of the Employees (as defined in Sectlon 8.10) and medical
records of ASC;

(b) The intangible assets and goodwill of ASC, inclydir
interest in, any intellectual property owned by ASC, which mg:? de
logo, website, computer software, any trademarks, copyrig

(c) All email address(es), telephone and f"
(d)  All deposits under the Assumed

(e) ASC’s inventory of supplies and pharm
‘Closing Date, which shall be such 1nven of supplies
hand in the normal course of business; *

) Any pre-paid expenses, suc'
education expenses, incurred by ASC prior 16
Closing;

1A-1




Acquisﬁibn Date| Acquisition Cosi Economic Life| - - wafCost | Estimated Valueg

2- misroscopes Goshen Medicat 02/01/2010 525,500 7 22 63.1% $17,625
PSC Exterior Sign 02/01/2010 8,995 15 22 85.6% 7,699
PSC 1/2 comt sign faces Montvate Entrance 02/01/2010 594 15 22 85.6% S0B
Scrub Sink & Shelves 02/01/2010 2,988 15 22 85.6% 2,557
X Ray Viewers 2-204R  1-201R 02/01/2010 279 10 22 78.4% 219
NUVO Equipment Boom, Lights & Mnitors 02/01/2010 79,787 15 22 85.6% 68,289
NUVO IPOD Docking Station w/ Speakers & Console 02/01/2010 1,839 10 22 78.4% 1,441
Scotsman MDT3F2 Refrigerator & ice Dispenser 02/01/2010 3,903 12 22 82.0% 3,200
System One 16" Surgical Light & Mounting Xit 02/01/2010 4,054 15 22 85.6% 3,470
Nuvo Light 2 Single Mounss 24" & NDS KD Monitors 02/01/2010 57811 15 2.2 85.6% 49,480
Summit UC Refrigerator 02/01/2010 709 12 2.2 82.0% 581
HarloH Narcotics Locker 02/01/2010 330 10 2.2 78.4% 259
Neptune Fiuid Waste Mgmt System 02/01/2010 12,338 7 2.2 69.1% 8,528
Stryker Neptune 2 Docking Station 02/01/2010 12,243 7 2.2 69.1% 8,462
Lancer Amsco 3023 Ausociave 02/01/2010 30,148 7 22 69.1% 20,838
Amsco 3023 Rack & Shelves 02/01/2010 689 10 2.2 78.4% 540
Amsco 3013 Vacuum Autoctave 02/01/2010 29,127 7 22 £69.1% 20,132
Lancer 3013 Rack & Shelves 02/01/2010 663 15 22 85.6% 567
LMS Undercover Washer 02/01/2010 9,845 7 2.2 69.1% 6,805
186 Patient Monitor Wall Mounts 02/01/2010 1,913 7 22 §9.1% 1,322
Guardian Eye Wash Station 02/01/2010 347 12 2.2 82.0% 284
2 - Mini Classic I Water Distilfers 02/01/2010 1,472 7 22 §9.1% 1,017
Reurbished Leica M690 Microscope w/ Accessories 02/01/2010 86,082 7 22 69.1% 59,499
2 - 201R X Ray Viewers 02/01/2010 500 10 2.2 78.4% 470
D Scott GelRoli 02/01/201¢ 123 10 222 78.4% 96
D Scott Bean Bag w/Shoutder Cut out 02/01/2010 300 10 22 78.4% 235
D Scott 2 Basic Rail Clamps 02/01/2010 173 7 22 69.1% 120
D Scott Candy Cane Lithamy Leg Holder 02/01/2010 521 7 22 69.1% 360
D 5cott 2- Clark Sockets 02/01/2010 392 7 22 69.1% m
D Scott Adjustable Patient Restraint 02/01/2010 196 7 2.2 69.1% 135
D Scowt 2 - Arm Boards 02{01/2010 608 7 22 69.1% 420
D Scott Gel Fifled Sand positioner 02/01/2010 60 7 2.2 69.1% 41
2- 546M Reliance Surgeon's Stoo} 02/01/2010 2,508 7 22 69.1% 1,734
Pedigo Surgical Asst Stoo! 02/01/2010 424 7 22 69.1% 293
2- Office Master Anesthesiologists Stool 02/01/2010 798 7 22 69.1% 552
3~ Pedigo P 527 Asst Stool 02/01/2010 1273 7 22 69.1% 880
3- Pedigo P 528 Asst Stool 02/01/2010 1,044 7 2.2 69.1% 722
2 - Office Master CL-22 Laser Exam Stools 02/01/2010 305 7 22 69.1% 211
Harlow Crash Cart w/ Accessories 02/01/2010 1,814 7 22 69.1% 1,254
Zoll M Series Defibulator w / Acessories 02/01/2010 6,667 7 2.2 69.1% 4,608
Allied G180 Gomco Portable Suction vi/ Accessories 02/01/2010 662 7 22 69.1% 458
2- Harlow OR Anesthesia Cart w/ Accessories 02/01/2010 4,660 7 22 69.1% 2,806
Hypothermia Cart 02/01/2010 582 7 22 69.1% 402
SCSA 0L 1260 Storage Carts . 02/01/2010 3,374 7 22 69.1% 2,332
2 - SCSA Mobile OR Storage Carts 02/01/2010 5,451 7 22 69.1% 3,768
Lakeside 311 Transfer Cart 02/01/2010 237 7 22 69.1% 164
Metro BC 2030 Cart 02/01/2010 263 7 22 69.1% 182
1 - Seville Classic Clean Scrub Carts w/ Accessories 02/01/2010 224 7 22 69.1% 155

7 22 69.1% 765

24 - Seville Classic Sterile Storage Shelving 02/01/2010 1,107
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" Description © Coe- T | Acquisition Date | Acqu Estimated Value

36 - 30234 Akro Mils Bins 02/01/2010 32.0% 243
36 - 30240 Akro Mils Bins 02/01/2010 82.0% 306
24 - 30250 Akro Mils Bins 02/01/2010 82.0% 311
24 - 30260 Akro mils Bins 02/01/2010 B82.0% 504
8 - 40245 Akro mils Bins 02/01/2010 82.0% 86
2 - 40260 Akro Mils Bins 02/01/201G 82.0% 30
Pre / Post OP Curtains 02/01/2010 1,891 10 2.2 78.4% 1,482
Stainless Pedigo 4 Stacking Foot Stools 02/0172010 863 10 2.2 78.4% 675
Stainless Padigo Foot Stool w/ handrail 02/01/2010 144 10 22 784% 113
Stalnless Pedigo 3 Mayo Stand w/ foot release 02/01/2010 1,859 10 22 78.4% 1,457
Stainless Pedigo 2 - Sponge Receptacle 02/01/201C 543 7 22 69.1% 3715
Stainless Pedigo IV Pole w / 2 hooks 02/01/201C 21 7 2.2 69.1% 153
Stainless Pedigo 2 - Linen Hamper 02/01/2010 839 12 22 82.0% 524
Stainless Pedigo 2 SG 92-5S - instrument Table 02/01/2010 1,348 7 22 69.1% 932
Stainless Pedigo 5G 98-SS - Instrument Table 02/01/2010 571 7 232 69.1% 395
Stainless Pedigo 2 P 1078 55 - Single Basin Stand 02/01/2010 621 7 22 69.1% 429
Stainless Pedigo 6 - 7 Qt Basin 02/01/2010 411 7 22 69.1% 284
Scican 17V Autoclave w/ printer w/3 trays 02/01/2010 7,252 7 22 69.1% 5.013
Liberty Classic Automatic Distiller 02/01/2010 a8 7 22 69.1% 16
3 - SCSA Sterilzation Cassette 02/01/2010 255 7 2.2 69.1% 176
5 - SCSA Instrument Cassette 02/01/2010 654 7 22 63.1% 452
MES.5S Ultrasonic Cleaner w/ mettler cover 02/01/2010 1,976 7 2.2 69.1% 1,366
Quick Rinse System w/ Accessories 02/01/2010 223 7 2.2 69.1% 1,542
Graham Field Whee! Chair Folding footrest 02/01/2010 3n 7 22 69.1% 256
Graham Field Wheel Chair Standard footrest 02/91/2010 131 7 22 69.1% 91
14 Alliad Flaw Meters 02/01/2010 730 7 22 69.1% 508
5 22-13 Allied Suction Regulators 02/01/2010 1,199 7 22 69.1% 829
9 22-13 Allied Suction Regutators 02/01/2010 2,159 7 22 69.1% 1,492
Allied Oxygen Accessories 02/01/2010 390 7 22 69.1% 270
Allied Suction Canister 02/01/2010 300 7 22 69.1% 207
2 - Exergen Temporal Therometers 02/01/2010 RS0 7 22 €9.1% 588
Criticars 9100 Gas Monitoring Package 02/01/2010 10,358 7 22 69.1% 7.159
Criticare nCompass monitor w/ TF Screen 02/01/2010 5,179 7 2.2 69.1% 3,580
2 - Critlcare ECG Leads / Water Traps / Sample Lines 02/01/2010 885 7 22 69.1% 612
Critlcare 8100 ity Patient Monltor w/ Acc 02/01/2010 4,217 7 2.2 69.1% 2,915
2 - Criticare 506 Monitors w/ Ralling Stands 02/01/2010 4,432 7 2.2 69.1% 3,063
5 - Criticare 8100 EP nGenuity Patient Monitors 02/01/2010 19,887 7 2.2 69.1% 13,746
2 - Blood Pressure Cuffs w/ Accessories 02/012010 525 7 22 © 69.1% 363
3 - P-824-55 Pedigo Wall Shelf 8" x 24" 02/01/2010 259 10 22" 78.4% 203
5G-81-5S Pedigo Utility Table 02/01/2010 415 10 22 78.4% 325
CUDA Fiberoptic Headlamp 02/0142010 928 7 22 69.1% 641
WEMED Endilap 300 Headlight w/ Stand 02/01/2010 1,472 7 22 69.1% 1,017
£520L Summit Countertop Freezer - Chemo 02/01/2010 311 7 22 69.1% 215
3 - Pedigo T-536 -GS Stools 02/01/2010 780 10 22 78.4% 61t
3 - Graham Fletd 566 Clintcal Racliners w/ v Polas 02/01/2010 3,773 7 22 69.1% 2,608
9 - 3143K Harlow Bedside Carts 02/01/2010 5,752 7 22 69.1% 3976
MAC 1200 12 Lead ECG : 02/01/2010 2,761 7 22 69.1% 1,908
SHE 18368 Seville Classic Cfean Linen Cart w/Accessories 02/01/2010 264 12 22 82.0% 216
Guardian Eye Wash Accessories 02/01/2010 840 12 22 82.0% €89
;mrlbff 27208G Narcotics Locker 02/01/2010 197 10 2.2 78.4% 154
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Description

Criticare 85001QH POET 1Q nCompass Monitor
2 ~ Celtfcare 8100EP nGenuity w/printer

3- Stryker 1079 eye Stretchers

3- Stryker 1010 1V Poles

3- Stryker 1068 Superior Wrist Rest

3- Stryker 1010 Upright Bottie Holder

3- Stryker 1068 Surgery Axxessory Rail

3- Stryker 1079 Stretcher

Aaren Boyle A1250 ESU w/ Accassory

14 - Allied 1500 m} Suction Canisters

Allied 1500 ml Suction Canister

Allied Carboline

3 - Western E tank Regulator

Allied 02 Regulstor

PX-1027 Western Medica Emergency OS5 Rack
Akro bins

Harloff 68530 P Drawer Tray w/ dividers
Glidescope Cobalt Video Lryngascopy

10 - RCP2541 Fire Rated Waste Baskets

18 RCP6144 Rubbermaid 12 gal Step on Waste Contatners

Curtains & Tracks

Scaletronix Scate

10- Criticare 438 Temperature Probe

2 - Criticare 439 Temperatutre Prabe
Hull Anesthesia H-3200 Breathing Circult
2- Allied DISS Male 12-80 & 12-90

2 - Datex Ghmeda MOD SE 7900 w/ ventilator
2 - infiniti Vision systems

AMSCO M7OWC-EL Warming Cahinet
BM900 Haag Streit Slit Lamp

7300iC Reliance Instrument Stand
MNT-HS-900 Laser Mount

MAL-0001 Malyugin Ring System

DFH -0028 MST Youch Forceps

DFH -0019 MST Micro Holding Farceps
DFH - G012 19g Packer Chang IOL Cutters
Nuva Volante V750 Surgical Table
Surgical Ught tnstallation Proc Room

2- Rubbermald 44 gal trash cans w/dollys
Harloff Emergency Treatment Cart

MAC Custom Instrument Table

Scican 8rave External Drain Tank

35 - CE-9038 InPro Ultra Whisper Carrier
4 - WMM-0002-02C Wall Mount for 8100 Criticare
Americall Telephone System - Complete
ADA Braille Signs

simplex Outdoor Fire Alarm

Machemer Stool

Attest Autoreader

fARS mm MST Matyugin Ring
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02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/61/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2050
02/01/2010
02/012010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2050
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010

4,868
7,364
12,289
755

228
307
12171
3,484
57

142
102
217
206
74

24

122
10,800
274
2,077
238
224
121
133
87

73
27,800
82,875
2,700
10,060
4414
164

956

610
23,628
1,013
299
810

24

a5
2,125
17,817
1,843
2,755
1,041
1,275
1,626
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12
12

15
15
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69.1%
69.1%
69.1%
69.1%
69.1%
69.1%
69.1%
69.1%
69.1%
69.1%
69.1%
56.8%
56.8%
56.8%
62.1%
85.6%
82.0%
69.1%
69.1%
82.0%
82.0%
69.1%
69.1%
85.6%
85.6%
69.1%
69.1%
69.1%

Estimated Value

3,365
5,090
B,494
522
558
158
212
8,413
2,408
39
98
7
150
142
51

96
7,465
215
1,628
187
293

92

50
19,215
57,283
1,866
5,953
3,051
113
551
543
287
386
16,332
867
245
560
297
20

37
1,469
12315
1,577
2,358
720
881
1,124




Plumesafe Whisper

Allscript Software

Camputer System

Oneway Interface for M+
Dell Optiplex 380 Desktop
Dell XPS Laptop 17

Dell XPS Laptop 17

Delf XPS Laptop 17

A and Hand Table

Pedigo Chrome IV Pole
Pedigo Chrome IV Pole
Valleylab Force FXC

Cordless Driver 3

Cardless Driver 3

Wire Coffet

Wire Collet

Pin Collet

Pin Collet

AO Small Drill

AQ Smalt Drill

1/4 in. Drill w/ Key

1/4 in. Drill w/ Key

TPS Universla Plaster Case
TPS Universia Plaster Case
System 6 Charger

4 total System 6 Small Battery
Finat Install & Setup NUVO
Premiler Encorer min C-Arm

5 - Lead aprons

5 - Uhra Tyroid Collar

Alimed Mablle Porta Rak
Scott Sockats 2- 8D CS

Scott Arm Board 2 - BD AB2EF
Maquet Horseshoe Headrest
Schuremed Slide 2 - BG0-0069
151 Self Supporting Arm Table
151 Pad for AT-3000 Arm Table
Scott Adj Patient Restriant

ATS 2000 Oual Channel Tourniquet
ATS 2000 Dual Channel Tourniquet

Scott 2 - 8D-2420
Pedigo Chrome IV Pole
Pedigo Chrome IV Pale
Parametrics Flashpack
Parametrics Flashpack
Arm / Hand Table
Sileut Punch

Silcut Punch

Silcut Punch
AMBrkmom Supplies

1386230v.11

02/01/2010
02/01/2010
02/01/2010
01/01/2010
02/01/2010
05/05/2011
05/05/2011
11/02/2011
04/13/2011
05/10/2011
05/10/2011
05/13/2011
04/26/2011
04/26/2011
04/26/2011
04/26/2011
04/26/2011
04/26/2011
04/26/2011
04/26/2011
04/26/2011
04/26/2011
04/26/2011
04/26/2011
04/265/2011
04/26/2011
05/26/2011
06/01/2011
06/01/2011
06/01/2011
06/01/2011
06/01/2011
06/01/2011
06/01/2611
06/01/2011
06/01/2011
06/01/2011
06/01/2011
06/01/2011
06/01/2011
06/01/2011
06/01/2011
06/01/2011
04/08/2011
04/08/2011
08/25/2011
05/25/2011
05/25/2011
05/25/2011
05/31/2011

Acquisition Date | Acquisition Cost | Econam

3,334
56,195
39,785

5,000

632

1,274

1,274

1,454
29,574

366
366

6,970

8,880

8,880

1,087

1,087
1,087
1,087
1,087
1,087
1,087
1,037

29,365
1,139
153
494
309
575
1,855
210
1,025
340
185
6,440
6,440
232
260
261
1,807
1,808
878
731
731
730

7
7
5
7
5
5
5
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Estimated Value

2,304
38,842
22,585
3,456
359
1,043
1,043
1,334
26,714
319
319
6,089
7,26
7226

5,626
1,008
1,766
25,871
1,008
135
435
pe7)

1,634
185

163
5,674
5,674

204

229

230
1,554




Buskin DSAEK Forceps
Hopklns )l 30 Telescope and Cable
Carpeting, Resifient Flooring

Porcelain, Ceramic Tile and Sealed Concrete Flooring

Painting

Viny) Wall Coverings

Cubicle Curtain Track

Wall & Corner Guards
Lockers.

Fire Extinguishers

Toilet Accessories

Medical Gas System

Medical Equipment Plumbing
Kitchen Equipment Plumbing
Nurse Cali System
Emergenty Generator
Medical Equipment Electrical
Kitchen Equipment Electrical
Tosk Lighting

Decarative Ltighting

Dota Equipment Electricsl
Telephone Equipment Electrical
CR 014: Changes to Reception Desk

CR 005: Emergency Back-up Lights in ORs

CR 011: Medical Equipment Changes

CR016: Fire Rated Data Wiring Penetrations
CR 018: Countertop for Nurse Station

CR 019: Wood Base in Wailing Room

CR022: Change Base Cabinet in Exarn Room 121
CR 023; Add Can Light in Reom 125

CR 028: Wood Frames for Stained Glass
CR029: Add Sloped Top Elev. W

CRO31: TVs and Slides

CR033: Add TP and Soap Dispensers

CR034: Medical Gas Mantfold Caps

CR037: Counter Shutter Door

CR 038: Nitrogen Pressure Sensos OR #1
CR039; Speaker and I-Pod Station In OR a1
lectrical Changes for IDPH
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Description |

©6/30/2011
01/21/2011
02/01/2010
02/01/2010
62/01/2010
02/01/2010
02/01/2010
62/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/03/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010
02/01/2010

B-6

3,835
57,103
4,095
26,366
5,005
1,952
7,702
11,041
638
2,592
78,546
50,891
3,782
12,159
87,206
19,189
564
23,763
12177
1,901
983
1,100
590
50,144

1,438

1,582

1,524

2.2
22
22
22
22
22
22
22
22
2.2

3,182
48,874
3,508
24,278
4,284
1,530
6,592
8,654
523
2,218
67,227
43,557
3,237
8,404
74,707
16,424

20,939
10,422
1,627
341
941
505
42,918
§368
1,291

210
541
1,354
140
239
258
266
1,304
686
308
4,250




SCHEDULE 1B

To

Asset Purchase Agreement

EXCLUDED ASSETS

1. All cash, cash equivalents, marketable securities and other mvestments of ASC and all
bank accounts of ASC and records relating thereto.

4. All claims, rights, interests and proceed{a’j
amounts otherwise due to or due from a third
ASC to any third party.

8. Any poxtiofi’%o %
canceled as the

a. Jai Liuté; ntal artwork signed by artist, dated February 2007

b. Chinese print/gold framed and under glass

1B-1
1386230v.11




SCHEDULE 2
To

Asset Purchase Agreement

ASSUMED CONTRACTS

EQUIPMENT LEASES: (If none, state “None.”)
1. SLT Laser Lease |
.2. Lensx Femtosecond Laser System
3. Iridex Laser Lease
4. CO2 Laser Lease with Fortech Medical
5. Karl Storz Orthopedic Equipment Lease ‘
LEASE AGREEMENTS: (If none, state “None.”)

NONE

SPACE LEASE:

Aramark Un Laundry Agreement

7. Watts CopierA reement

8. Air Gas Supply Agreement

9. Bell Medical Agreement

10. Pharmaceutical Consultant Agreement with Delores Frederick

11. Fortec Medical Services Agreement

2-1
1386230v-6
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12. CIS- Security and Fire Protection Agreement
13. Cardinal Cleaning Agreement

PROVIDER AGREEMENTS:
1. Blue Cross Blue Shield

2. Health Link

3. Coventry/Personal Care
4. Humana
EMPLOYMENT AGREEMENTS:

1. Sarah Hilligross- Clinical Director

1C-2

4851-0906-8563.6
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SCHEDULE 8.3

To

Asset Purchase Agreement

TAX ALLOCATION OF PURCHASE PRICE

8.3-1
4851-0906-8563.6
1386230v.11




SCHEDULE 8.3

To

Asset Purchase Agreement

FINANCIAL STATEMENTS

Attached are unaudited financial statements for 2011, 2012, and the partial year 2013, through

1C-2
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SCHEDULE 8.6

To

Asset Purchase Agreement

MATERIAL LIABILITIES & DEBTS

1. Liens

Illinois File Number | Secured Party
016367605 Karl Storz Capital
015039361 Alcon Laboratories, Inc.
014937064 PNC Equipment Finance
014818006 US Bancorp e
014795650 PNC Bank, National

8.6-1

4851-0906-8563.6
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SCHEDULE 8.7

To

Asset Purchase Agreement

LICENSES AND PERMITS

1. Certificate of Need for Orthopedics and Ophthalmology

2. AAA Accreditation

3. Medicare

8.7-1

4851-0906-8563.6
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SCHEDULE 8.8

To

Asset Purchase Agreement

LITIGATION

None

8.8-1
4851-0906-8563.6
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SCHEDULE 8.10

To

Asset Purchase Agreement

EMPLOYEES
Full Time/Part Time
Employee (F/P) Hire Date | Earnings Rate($) Position

Jennifer Bartlett P 4/30/12 $2§.00/hour

Tracie Bollinger F 9/14/10 | &P$1428/hour

Karen Dawson F 9/16/10 | £  $32.32/hour

Callie Dowland F 4/28/1 J&5,  $18.25Mhour

Joy Graney F 9/16/10 | &y, $35/boty, | Pre-Operative.RN
Deborah Harrington | F 1/1/11 & 2§ hour | Receptionist _
Elizabeth Heady F .. 12/28/09 \ (hour | Head Surgical Tech
Cheryl Held P ; g/hour | Pre-Operative Tech
Sarah Hilligross F $85,00/y&804, Nitrse Manager
Ellen Hodel-Brown F . $32.32/houts Y re-Operative RN
Paul House P - 2$38/hodf | Pre-Operative RN
Joseph Jiardina p Pre-Operative RN
Regina Jiardina F $32832/hour Pre-Operative Tech
Susan Miller E, $35/hour | Pre-Operative Tech

Paula Reliford G $34/hour | Pre-Operative RN
Terry Reside P $24/hour | Surgical Tech

Lynn Weiskopf-T P $38/hour | Pre-Operative Tech
Richard Berght ; $11/hour | Maintenance

Traci Sm'tl%w $24/hour | Surgical Tech W

4851-0906-8563.6
1386230v.11
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Liens

SCHEDULE 8.12
To
Asset Purchase Agreement

ENCUMBRANCES

Ilinois File Number

Secured Party

016367605

Karl Storz Capital

015039361

014937064

014818006

014795650

4851-0906-8563.6
1386230v.11
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SCHEDULE 8.14

To

Asset Purchase Agreement

ERISA MATTERS

None

8.14-1
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SCHEDULE 8.14

To

Asset Purchase Agreement

EXCEPTIONS TO NON-COMPETE

1386230v.11




ATTACHMENT #6

Evidence of bond rating is attached.

1486711v.1
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FitchRatings

FITCH AFFIRMS HOSPITAL SISTERS SERVICES, INC,, IL'S
OUTSTANDING BONDS AT 'AA-/F1+'; OUTLOOK STABLE

Fitch Ratings-Chicago-08 March 2011: As part of its ongoing surveillance review process, Fitch
Ratings has affirmed the 'AA-' rating on approximately $346.9 million Iilinois Finance Authority
and approximately $205.3 million Wisconsin Health and Educational Facilities Authority revenue
bonds issued on behalf of Hospital Sisters Services, Inc (HSSI). In addition, Fitch affirms the 'F1+'
short-term rating on approximately $87.3 million Wisconsin Health and Educational Facilities
Authority series 2003B and series 2008B revenue bonds and approximately $108.9 million INlinois
Finance Authority series 2008A revenue bonds based on the sufficiency of internal liquidity

provided by HSSI.
The Rating Qutlook is Stable.

RATING RATIONALE:

--The 'AA-' rating reflects HSSI's robust liquidity position, which provides a strong financial
cushion against marginal opcrating performance and the risks associated with its variable rate debt
exposure.

--Operaling profitability was depressed in fiscal 2010 and through the six-month interim period
ended Dec. 31, due to the corporation's heavy investment in physician practices and physician
alignment strategies.

--HSSI's light debt burden combined with investment income genecrated from its sizable balance
sheet has allowed for solid historical debt service coverage even with modest operating
profitability, however, coverage by operating EBITDA is adequate.

--The credit concerns remain HSSI's location in mid-sized markets with stagnant growth, the
concentration of system revenue at St. John's, the flagship hospital in Springfield, and its reliance
on its five Wisconsin hospitals to cover losses at four of its eight Illinois facilities.

KEY RATING DRIVERS: .
--Maintain robust liquidity position while physician acquisitions and additions are integrated into

the system.

--Realization of benefits related to its employed physician strategy and continuation of operational
improvement initiatives including supply chain, labor productivity, and revenue cycle management.
SECURITY: '

A pledge of gross receipts of HSSI,

CREDIT SUMMARY:
The 'AA-' rating reflects the benefits of HSSI's robust balance sheet and light debt burden, adequate

historical profitability and solid debt service coverage by EBITDA. Liquidity indicators are strong
and are -considered a primary credit strength. At -Dec. 31, 2010, HSSI's unrestricted cash and
investments totaled $1.34 billion, which translates into 269.4 days cash on hand (DCOH), a cushion
ratio 38.2 times {x) and cash-to-debt of 236%; all of which well exceed Fitch's respective 'AA’
category medians of 214.7 DCOH, 19.6x and 149.9%. HSSI's debt burden is modest as maximum
annual debt service (MADS) represents a light 1.7% of revenue and debt to capitalization of 22.7%,
which both compare favorably to Fitch's 'AA' medians of 2.6% and 34%, respectively.

Operating profitability declined in fiscal 2010 as weaker volumes and the increased costs related to
HSSI's investment in physician practices weakened system financial performance. Inpatient
admissions declined 4.8% in fiscal 2010 while surgical volumes were virtually flat from the prior
year. During fiscal 2010, HSS] increased the number of employed physician full time equivalents
(FTEs) from 63 to 156 by year end. Through the six month interim period ended Dec. 31, 2010,:an
additional 50 physician FTEs have been added. Along with the acquisition of established physician
practices, HSSI has many newly recruited physicians, which requires start up costs. While the
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investment in physicians' practices is expected to depress profitability in fiscal 2011, Fitch believes
HSSI's physician alignment strategy is critical to protecting its market position in its service areas.

In fiscal 2010, HSSI produced $42.6 million in savings from system-wide initiatives including
supply chain management, labor cost management and revenue cycle initiatives and is projecting
$62.5 million in savings in fiscal 2011. Despite this, HSSI's operating and operating EBIDTA
margins were 0.9% and 7.2% on total revenues of $1.89 billion, below the 'AA' category median of
3.7% and 10.3%, respectively and down from fiscal 2009 results. In addition, without provider tax
revenue (320 million), HSS] would have had unprofitable operations in fiscal 2010. Due to HSSI's
continued physician investment, fiscal 2011 operating income is budgeted to be $16.5 million and
performance through the six months ended Dec. 31, 2010 was -$13.7 million operating income and

-1.4% operating margin.

Credit concerns continue to be HSSI's location in mid-sized markets with little projected population
growth, the concentration of system revenue at one facility, and its reliance on its Wisconsin
operations to cover losses at its Illinois facilitics. The continued operating losses reported at St.
John's-Springfield, which accounted for about 22% of total system revenues in fiscal 2010, are
troubling. St. John's has recorded losses from operations over the last three years averaging about
$16.1 million per year, and is projected to lose another $25 million in fiscal 201 1. However, HSSI
has an operating improvement plan curmently under way at the facility, including an extensive
project to rebuild surgery and four patient floors, which is expected to result in breakeven
operations by fiscal 2015. The financial heatth of St. John's is critical to the overall operating
success of the systern. Historically, HSSI's more profitable Wisconsin operations have offset the
weaker performance of the Illinois facilities. Any deleterious change to the Wisconsin healthcare
operating environment would likely place pressure on HSSI's already low operating margins and be

a negative credit factor.

The 'FI+' short-term rating reflects the sufficiency of HSSI's cash and investments available to fund
the series 2008A&B and series 2003B bonds while in a unit pricing (commercial paper) mode. At
Jan. 31, 2011, after assigning appropriate discounts based on underlying ratings and maturity of its
holdings (per Fitch's rating criteria related to self liquidity {see Fitch's report ‘Criteria for Assigning
Short-Term Ratings Based on Internal Liquidity' dated Dec. 29, 2009]), HSSI had liquid cash and
fixed income investments of approximately $652.8 million. Based on Fitch's criteria, HSSI's
eligible cash and investments would cover the entire cost of any un-remarketed roll over of the
series 2008 A&B bonds and 2003B bonds while in a unit pricing mode by at least 3.4x, well above
the required threshold of 1.25x to achieve the 'F1+' short-term rating. The system has writlen
procedures in place to ensure payment on the series 2008A&B and 2003B bonds and provides Fitch
monthly investment reports which are used to monitor its cash and investment position available for

self liquidity.

The Stable Outlook reflects the system’s significant balance sheet strength and the strategies in
place to create sustained operating improvements, including a physician alignment strategy.
Although Fitch is tolerant of the temporary decline in operating profitability due to the investment
in its physician practice strategy, a prolonged period of poor operations could pressure the rating.

HSSI is composed of 13 inpatient hospitals, with eight facilities in Illinois and five facilities in
Wisconsin. In fiscal 2010, the system had 2,041 beds in operation and net patient revenue of $1.82
billion. HSSI covenants to provide bondholders with audited annual information within 120 days of
fiscal year-end and unaudited quarterly statements within 45 days of quarter-end to the mational
recognized municipal securties information repositories and through Digital Assurance
Certification, L.L.C. The content of HSSI's disclosure to-date has been excellent and includes a
balance sheet, income statement, cash flow statement, utilization statistics, and management

discussion and analysis.
Contact:

Primary Analyst
Dana N. Sodikoff
Associate Director

. 3 Dé




+1-312-368-3215

Fitch, Inc.

70 West Madison Strect
Chicago, IL 60602

Secondary Analyst
Jim LeBuhn
Senior Director
+1-312-368-2059

Committee Chairperson
Emily Wong

Senior Director
+1-212-908-0651

Media Relations: Cindy Stoller, New York, Tel: +1 212 908 0526, Email:
cindy.stoller@fitchratings.com.

Additional information is available at 'www. fitchratings.com'

In addition to the sources of information identified in the U.S. Municipal Revenue-Supported
Rating Criteria, this action was additionally informed by information from the Underwriter and

HSSI.
Applicable Criteria and Related Research:

--'Revenue-Supported Rating Criteria', dated Oct. 8, 2010;
--'"Nonprofit Hospitals and Health Systems Rating Criteria’, dated Dec. 29, 2009;
~-'Criteria for Assigning Short-Term Ratings Based on Intemal Liquidity', dated Dec. 29, 2009.

For information on.Build America Bonds, visit www.fitchratings.com/BABs.

Applicable Criteria and Related Research:
Revenue-Supported Rating Criteria
http://www fitchratings.com/creditdesk/reports/report_frame. cfm?rpt id=564565
Nonprofit Hospitals and Health Systems Rating Criteria

http://www fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=493186
Criteria for Assigning Short-Term Ratings Based on Internal Liquidity -
http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?ipt_id=493176
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ALL FITCH CREDIT RATINGS ARE SUBIJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY
FOLLOWING . THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN  ADDITION,
RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE
ON THE AGENCY'S PUBLIC WEBSITE '"WWW.FITCHRATINGS.COM'. PUBLISHED
RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT
ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF
INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES
AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION

OF THIS SITE.
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ATTACHMENT #7

VERIFICATIONS

In compliance with the rules of the Health Facilities Services and Review Board (the "board"),
St. John’s Hospital of the Hospital Sisters of the Third Order of St. Francis (the "Hospital"), provides the
following verifications in connection with the change of ownership (the "Project") of Prairie Surgicenter
Associates, LLC (the "Facility"):

1. Categories of Service. Pursuant to §1130.520(b)(1) of the Board rules, the Hospital hereby
verifies that the categories of service and number of beds at the Facility, as reflected in the
Inventory of Health Care Facilities, will not substantially change for at least twelve (12) months
following the Project's completion date.

2. Three-Year Ownership. Pursuant to §1130.520(b)(5) of the Board rules, the Hospital hereby
verifies that it intends to maintain ownership and control of the Facility for a minimum of three

(3) years.

3. Completion of Project. Pursuant to §1130.520(b)(8) of the Board rules, the Hospital hereby
verifies that it understands that failure to complete the Project in accordance with the applicable
provisions of §1130.570 of the Board rules, no later than twelve (12) months from the date of
exemption approval (or by a later date established by the Board upon a finding that the project
has proceeded with due diligence) and failure to comply with the material change requirements
of §1130.520(b)(8), will invalidate the exemption.

Signature of Authorized Officer:

(9 /77

Name of Authorized Officer: Larry P. Schumacher

Title of Authorized Officer: Interim President & CEO

1486711v.1






