Healthcare Mergers:

Two Systems Build Cultural
Alignment for Scale and Shared
Enterprise

A Governance Institute Webinar
August 2, 2017
11:00 a.m. PT/2:00 p.m. ET

THE
GOVERNANCE
INSTITUTE

-

Presented by:

Ken Marlow, J.D., Waller Lansden Dortch & Davis, LLP

Chris Anderson, CPA, FACHE, Baptist Memorial Health Care
Jason Little, M.B.A., M.S.H.A., FACHE, Baptist Memorial
Health Care

Dick Cowart, J.D., Baker Donelson



Today’s Presenters

Jason Little M.B.A., M.S.H.A., FACHE
President and CEO
Baptist Memorial Health Care

Jason Little came to Baptist in 2002 after
serving as an Operations Administrator at the
Mayo Clinic in Scottsdale, Arizona. While with
Baptist, he has served as the Executive Vice
President and Chief Operating Officer and
CEO and Administrator of Baptist Memorial
Hospital-Memphis, Memorial Hospital-Golden
Triangle, and Baptist Memorial Hospital-
Collierville.

Chris Anderson, CPA, FACHE
Vice President/Administrator,
Mississippi Operations
Baptist Memorial Health Care

As of May 1, 2017, Chris Anderson serves
Baptist Memorial Health Care Corporation as the
Market Leader for Operations in Mississippi,
which includes responsibility for nine hospitals in
central and northern Mississippi. Prior to this, he
served as the President and CEO of Mississippi
Baptist Health Systems.
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Today’s Presenters

Richard G. Cowart, J.D.
Shareholder
Chair, Health Law and Public
Policy Department
Baker Donelson

Richard Cowart is a recognized authority in
advising senior management regarding policy,
regulatory, and business issues related to
healthcare. He serves as strategic counsel to
healthcare companies and counsels providers on
business, policy, and governance issues, with an
emphasis on business transactions.
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Ken Marlow, J.D.
Partner
Chair, Healthcare Department
Waller

Ken Marlow has guided clients through more
than 50 acute care hospital transactions. He has
helped form numerous joint ventures among
hospitals, physicians, and other healthcare
providers, and provides counsel in strategic
acquisitions across the post-acute care
spectrum. He also advises boards on corporate
governance matters, and has served as counsel
in ambulatory surgery centers, dialysis centers,
and other outpatient facilities.
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Learning Objectives

After viewing this Webinar, participants will be able to:

- Listissues to consider before approaching a potential partner and strategic questions for the

board to ask

« ldentify and assess key mission, cultural, and business drivers and weigh those against the risks

and costs associated with a strategic combination

«  Explain how and when the board should engage and work with legal counsel and consultants in

the merger/affiliation process

«  Describe key compliance and regulatory issues to look for in a non-profit hospital merger

Continuing Education Credits Available:

Jointly Accredited Provider: The Governance Institute, a service of NRC Health, is accredited by the
Accreditation Council for Continuing Medical Education (ACCME), the Accreditation Council for
Pharmacy Education (ACPE), and the American Nurses Credentialing Center (ANCC) to provide
continuing education for the healthcare team.

The Governance Institute, a service of NRC Health, designates this live activity for a maximum of 1
AMA PRA Category 1 Credit(s)™. Physicians should claim only the credit commensurate with the
extent of their participation in the activity.

The Governance Institute is authorized to award 1 hour of pre-approved ACHE Qualified Education
credit for this program toward initial advancement, or recertification, of FACHE. Participants in this
program who wish to have the continuing education hours applied toward ACHE Qualified Education
Credit must self-report their participation. To self-report, participants should log into their MyACHE
account and select ACHE Qualified Education Credit.

Criteria for successful completion: Webinar attendees must complete evaluation survey and include

their name and degree (M.D., D.O., other) at the end of the survey in order to receive education credits.

Evaluation survey link will be sent to all registrants in a follow-up email after airing of the Webinar.
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Disclosure Policy

As a Jointly Accredited Provider, The Governance Institute’s policy is to ensure balance, independence, objectivity, and
scientific rigor in all of its educational activities. Presentations must give a balanced view of options. General names
should be used to contribute to partiality. If trade name are used, several companies should be used rather than only
that of a single company. All faculty, moderators, panelists, and staff participating in The Governance Institute
conferences and Webinars are asked and expected to disclose to the audience any real or apparent conflict(s) of
interest that may have a direct bearing on the subject matter of the continuing education activity. This pertains to
relationships with pharmaceutical companies, biomedical device manufacturers, or other corporations whose products
or services are related to the subject matter of the presentation topic. Significant financial interest or other relationships
can include such thing as grants or research support, employee, consultant, major stockholder, member of the
speaker’s bureau, etc. The intent of this policy is not to prevent a speaker from making a presentation instead, it is The
Governance Institute’s intention to openly identify any potential conflict so that members of the audience may form his
or her own judgements about the presentation with the full disclosure of the facts. It remains for the audience to
determine whether the presenters outside interests may reflect a possible bias in either the exposition or the conclusion
presented. In addition, speakers must make a meaningful disclosure to the audience of their discussions of off-label or
investigational uses of drugs or devices.

All faculty, moderators, panelists, staff, and all others with control over the educational content of this Webinar have
signed disclosure forms. The planning committee members have no conflicts of interests or relevant financial
relationships to declare relevant to this activity. None of the presenters have any conflicts of interest or relevant financial
relationships to disclose.

This educational activity does not include any content that relates to the products and/or services of a commercial
interest that would create a conflict of interest. There is no commercial support or sponsorship of this conference.

None of the presenters intend to discuss off-label uses of drugs, mechanical devices, biologics, or diagnostics not
approved by the FDA for use in the United States.
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Baptist Memorial Overview

Net Revenue $1,980,000,000
Employees 15,000

Active Physicians 1,700
Inpatient Admissions 83,813
Surgical Procedures 50,139
Emergency Room Visits 383,256

HHHHHH

: Are
@ The Governance Institute” aserviceor 1 1TC



Service Area

® BAPTIST

Serving the MidSouth

H Baptist Hospital

Area Serviced

i

17-0688
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Mississippl Baptist Overview

Net Revenue $460,000,000
Employees 3,260

Active Physicians 543

Inpatient Admissions 23,335
Surgical Procedures 15,577
Emergency Room Visits 85,451

Clinic Visits 216,780
Home Health Visits 415,365
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Baptist Health Systems Locations

Service Locations
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Baptist Health Systems

* Hospital Locations

7] conan Y T e * Clinic Locations
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Combined Size, Scale, and Influence

Combined

BMH

(System)
Revenue* $1.98B
Staffed Beds 1,138
Admissions 83,813
Surgeries 50,139
Deliveries 11,059
ED Visits 383,256
Employees 15,000

* Total Operating Revenue

<> The Governance Institute®

$461M
486
23,335
15,577
1,666
85,451
3,260
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$2.44B
1,624
107,148
65,716
12,725
468,707
18,260



Catalysts for Pursuing Merger

* Legacy relationship

 Cultural alignment

* Inflection points for BMHCC and MBHS
» Economies of skill and scale
 Strategic opportunities
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Key Considerations

« Governance compatibility and structure
- Management chemistry

« Common mission (vs. acquisition)

- Governance commitments

* Financial commitments

- Employee commitments

* Name
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Unique Attributes of the Transaction

* Unified mission

— In keeping with the three-fold ministry of Christ—
healing, preaching, and teaching—BMHCC is
committed to providing quality healthcare.

* Religious affiliation
- EPIC

* Navigant analysis

» Geographic footprint
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Board Involvement

Fiduciary duties

Board socialization
Building goodwill
Navigating difficult issues
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Structure of the Process

- Key meetings

* Reporting obligations
» Group accountability
* Timeline

+ Key benchmarks
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Timeline of Transaction

Made HSR filing for
Began negotiating the LOI potential transaction
Early July 2016 February 28, 2017
O

September 29, 2016
LOI signed

May 1, 2017

Signed Shared Mission
Agreement Effective
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Outside Consultants

« Economies and efficiencies
* Financing
* Legal
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Key Deal Issues

 (Governance Structure

*  Administrative Development located in Jackson
— Board structure of BMHCC
— Board structure of MBHS

« Super Majority Actions

— Decisions that require approval from legacy MBHS Directors
» Leadership of Mississippi Hospitals
» Capital Commitment to MBHS Hospitals

* Role of the Mississippi Baptist Health Foundation
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DEGREE OF INTEGRATION

>
Affiliation Management Joint Venture Joint Operating Joint Venture  Super Parent Member Merger Sale/Acquisition
Services Minority Agreement Sale of Substitution
Agreement Interest Controlling
Purchase Interest

CONTROL
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Members Substitution Model

BMHCC
Mississippi
Baptist
BMH BMC BMC
Dzlgg![o North Union Medical YBahrﬁlgo
Mississippi County Center
BMH Other
Other BMH BMH Golden BMC BMC Mississippi
Subsidiaries Booneville Trianale Leake Atlanta Baptist
9 Subsidiaries
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Joint Operating Company Model

BMHCC
Reserved Powers
Board Seats
Hospital Hospital Hospital
A B C
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Joint
Operating
Company

Management
Agreement and
Governance
Authority

Mississippi
Baptist
Reserved Powers
Board Seats
Hospital Hospital Hospital
A B ©
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New “Super Parent” Hospital Model

BMHCC MlSSlsglppl
Baptist
% Interest % Interest
Governance Governanc
Consolidate Consolidate

BMHCC’s Hospital
Mississippi Subs

Mississippi Baptist’s
Hospital Subs into Super

into Super Parent Parent
Super Parent
New non-profit
501(c)(3)
Hospital Hospital Hospital Hospital Hospital Hospital
Sub Sub Sub Sub Sub Sub
A B C D E F
Hospital . . : . :
Sub Hospital Hospital Hospital Hospital Hospital
G Sub Sub Sub Sub Sub
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Regulatory, Governmental, and Affiliation
Approvals

- FTC

» Change of ownership and licenses

- Attorney General approval

» Baptist Convention

» Material Contract Consents

* Non-governmental/regulatory consents
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Transition and Integration

» Coordination of involved parties
* Employees

* Benefit plans

» EPIC installation

* |IT systems

* Revenue cycle

» Accounting
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Transition Counsel Departments

* Human Resources

* Marketing and Communications

- Baptist Onecare/IT

- Strategy

« Clinical, Quality, Research, Academics, and Nursing
*  Pharmacy

« Finance and Accounting

« Managed Care

«  Supply Chain

* Real Estate and Development

* Physician Enterprise/Medical Staffs
*  Revenue Cycle

« Legal and Compliance
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Key Takeaways

» Culture kills strategy (but strategy Is nice also!)

- Shared values provide a solid foundation to
address all issues

» Anxiety of change Is softened when
relationships are made

- Have a detailed plan for benefits—execute
quickly

» Sherpas help in all mountain climbing
expeditions
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Questions?
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Contact Us

Jason Little (&) BAPTIST

(901) 227-2727 MEMORIAL HEALTH CARE
jason.littte@bmhcc.org

Chris Anderson Baptht

(601) 968-5128 HEALTH SYSTEMS
chris.anderson@bmhcc.org
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Richard G. Cowart  BAKER_DONELSON 9685 Via Excelencia, Suite 100

(615) 726-5660 San Die
go, CA 92126
dcowart@bakerdonelson.com Toll Free (877) 712-8778

Info@Governancelnstitute.com
Ken Marlow I I
(615) 850-8111 Wa e r@

ken.marlow@wallerlaw.com



