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Via Hand Delivery

The Honorable Michael A. Silverstein
Providence County Superior Court
250 Benefit Street
Providence, RI 02903

Dear Judge Silverstein:

Pursuant to the Court's direction, HealthSouth Corporation ("HealthSouth") enhances its bid
proposal as set forth in Mr. George Carlis' March 30,2011 letter to Special Master Jonathan N
Savage, a copy of which is enclosed (the "Bid Proposal").

Consistent with the testimony of Messrs. George Carlis and Peter Mantegazza regarding
paragraph 6 in the Bid Proposal ("Commitment to Business") HealthSouth is prepared to commit
contractually not to sell the assets and business in the 82-bed inpatient rehabilitation hospital
owned by NRIRMA ("RHRI") for a period of at least five years after closing, if it is the
successful purchaser. V/ith respect to paragraph7 ("Meeting Community Healthcare Needs and
Employee Retention"), it is HealthSouth's expectation to increase the census at RHRI resulting
in increased FTEs (consistent with the increase in census after HealthSouth's acquisitions of the
Vineland, Desert Canyon, Sugar Land, and Ft. Smith inpatient rehabilitation hospitals,
respectively, as testified to by Mr. Mantegazza and set forth at page 30 of HealthSouth's
Handout). Lastly, with respect to Item 7(b) in the Summary of Bids, HealthSouth does not
anticipate terminating any services currently provided at RHRI. All other provisions of the

March 30,2011 bid proposal are incorporated by reference.

As Messrs. Carlis and Mante gazza testified, HealthSouth is the leading provider of inpatient
rehabilitation services in the country and it is the only bidder that has experience in owning and

operatingfreestanding, inpatient rehabilitation hospitals. HealthSouth is committed to providing
high-quality healthcare in an innovative, yet cost-effective, manner, resulting in a profitable
business model. HealthSouth has the resources to ensure the continued viability of RHRI to
provide quality, cost-effective services, which we believe is not only a benefit to the patients
serviced by the hospital, but also a benefit to the entire Rhode Island healthcare system.

While we understand that there has been discussion of a contractual commitment not to sell the
assets and business or equity interest in Landmark Medical Center ("LMC"), to the extent such a

restriction is under consideration with respect to RHRI, we do not believe there should be such a

restriction. None of the other bidders has HealthSouth's experience owning and operating

freestanding, inpatient rehabilitation hospitals. If HealthSouth is not the successful bidder for
RHRI and both LMC and RHRI are awarded to one bidder, then it may be that once the
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successful bidder begins operations of the two hospitals, the bidder may determine that it is in
the best interest of RHRI and the community it serves to have the benefit of the expertise and
experience of HealthSouth. Accordingly, we respectfully request that if HealthSouth is not the
successful bidder for RHRI, then the successful bidder not be restricted from (i) having future
discussions and entering into a contractual relationship with HealthSouth regarding the
ownership and/or operation of RHRI, or (ii) conveying to Healthsouth all or a portion of RHRL

Lastly, enclosed is the completed bid summary form circulated by Mr. Nemzoff. If the Court has
any questions, I will be present in court at l:00 p.m.

K
PATRICIA K. ROCHA

Enclosures

George Carlis, Esq
Peter Mantegazza

s68s47.1
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March 30,2011

Via Electfonlc Dellverv: lsavace@shslewllrnr.com
Jonathan N, Savage, Esq.
Special Master
Shechtman Halperin Savage LLP
1080 Main Street
Pawtucket, Rhode Island 02860

Re: ,t ^-..:-:¡:^- ^f A --^¿^ ^f tl^rl^- DL^l^ l-l--l D-L-L l.

('NRIRMA")

Dear Mr. Savage:

Based solely on our review of select information provided in the Due Diligence Package in
connection with the proposed acquisition of the eighty-two (82) bed inpatient rehabilitation hospital owned
by NRIRMA ("RHRI"), as well as certain edditional information provided and an onsite tour of RHRI,
HealthSouth Corporation ("HealthSouth') is submitting this non-binding bid proposal in accordance wíth
the guidelines set forth in the Scheduling Order entered by thc Superior Court ofthe State ofRhode Island,
Providence, S.C, on February 14, 2011, as amended Ma¡ch 24, 20ll (the "scheduling Order").
HealthSouth is interested only in RHRI and is submitting this non-binding bid proposal solely with respect
to RHRL HealthSouth is not interested in the assets of the acute care hospital owned and operated by
Landmark Medical Center.

L Purchase Price. HealthSouth is prepared to offer a cash purchase price of $5,000,000
payable at the time of olosing for the acquisition by HealthSouth or an entity to be fonned by Healthsouth
ofthe business and asseb (exclusive ofcash and accounts receivable) ofRHRI, free and clear ofall liens,
líabilities, claims or other encumbrances, In addition to the other conditions expressly set forth hereín, this
offer is subject to: (i) HealthSouth's satisfactory completion of its due diligence review of the business and
assets of RHRI, including, without limitation, conducting a oomprehensive physical inspection of the
premises and equipment, reviewing and analyzing payor relationships and reimbursement issues and
purchased service arrangements, assessm€nt of the advisabílity and/or ability to transfer third party payor
agreements, medical records review, confirmation of RHRI's compliance with all applicable rules and
regulatíons (íncluding qualification as an inpatient rehabiliøtion hospital); (ií) negotiating revisions to the
lease agreement wilh Medistar Rhode Island, LLC to the satisfaction of HealthSouth; (iii) negotiating
revisions to all applioable oollective bargaining agreements to the satisfaction of HealthSouth; (iv) to the
extent deemed necessary by HealthSouth after its review and analysis of the purohased services
agreements, negotiating ¡evisions to the purohased servises arrangements to the satisfaction of
HealthSouth; and (v) obtaining all requisite governmental and regulatory approvals.

2, Experience. HealthSouth is the nation's largest provider of inpatient æhabilitative healthcæe
senices in terms of revenues, number of hospitals, and patients treated and discharged. As of Deoember 3 I ,
2010, HealthSouth, through its subsidia¡ies and affrliates, operated 97 inpatient rehabilitation hospitals, six
freestanding LTCHs, 32 ouþatient rehabilitation satellite clinics (operated by our hospitals, including one
joínt venture satellite), a¡d 75 licensed, hospital-based home health agenoies, In addition, HealthSouth
manages four inpatíent rehabilitation units through management contracts, HealûSouth's national network
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of inpatient hospitals stretches across 26 states and Puerto Rico. HealthSouth inpatient rehabilitation
hospitals offer specialized ¡ehabilitative care across a wide array of diagnoses and deliver comprehensive,
high-quality, cost-effective patient ca¡e seryices. The majority of patients served experience sigrificant
physical disabilities due to medical conditions, such as strokes, hip fractures, head injuries, spinal cord
injuries, and neurological disorders thåt are generally non-discretionary in nature and require rehabilitative
healthcare services in an inpatient setting, HealthSouth's team of highly skilled nurses and physical,
occupational, and speech therapists working with its physician partners utilize the latest in technology and
clinical protocols with the objective of returning patients to home and work, Patient ca¡e is provided by
nursing and therapy staff as directed by physician orders. Internal case managers monitor each patient's
progress and provide documenlation of patient stafus, achievement of goals, discharge planning, and
fi¡nctional outcomes. HealthSouth's inpatient rehabilitation hospitals provide a comprehensive
interdisciplinary clinical approach to treatment that leads to what it believes is a higher level of care and
superior outcomes. Unlike many of HealthSouth's competitors that may offer inpatient rehabilitation as
one of many secondary services, inpatient rehabilitation is HealthSouth's core business.

Healthsouth's rehabilitation hospitals comply with local, state, and federal regulations as well as
the accreditation standa¡ds of the Joint Commission. In addition to the required standa¡ds, many
HealthSouth hospiials have earned disease-specific certifications ftom the Joint Commission, The Joint
Commission's Disease-Specific Care Certification Program launched in 2002 and is designed to evaluate
clinical ptogfams across the continuum of ca¡e. In 2010, 37 Disease-Specific Certifications were earned by
30 HealthSouth hospitals from The Joint Commission in stroke rehabilitation, brain injury, heart failure,
cardiac rehabilitation, spine injury, diabetes, and amputee rehabilitation. As of December 31,2010, 53 of
Healthsouth's hospitals (55% of its inpatient rehabilitation hospitals) had a Disease-Specific Certification
from the Joint Commission, and more rvere in the process of application. I¡ fac! at the end oî 2010,84%
of all hospitals with a Disease-Specific Certification in stoke rehabilitatiou by the Joint Commission were
Healthsouth hospiøls. No inpatient rehabilitation program in the State of Rhode Island has received a
Disease Specific Certification from the Joint Commission. Founded in 1951, the Joinl Commission seeks
to continuously improve the safety and quality of car€ provided to the public through the provision of
health ca¡e accreditation and related services that support perforrnance improvement in healtì care
organizations. An independent, not-for-profit organization, the Joint Commíssion is the nation's oldest a¡d
largest standards-sptting and accrediting body in health ca¡e. For more information on the Joint
Commission and its certifi cation pro grams, visit www j ointcommission.org.

3. Access to Capital, HealthSouth has adequat€ liquid¡ty to fund the Pu¡chase Price. As
recently disclosed at the end of the fourth fiscal quarter (December 31,2010), Healthsouth had $48.4
million of unrestricted cash on hand and additional funds available under its revolving credit faciliry,
HealthSouth is a public company listed on the New York Stock Exchange, Copies of Healthsouth's United
States Securities and Exchange Commission ("SEC") filings are available at http://SEC.gov or through the
HealthSouth Corporation website at http://www.healthsouth.com.

4. Minimum Capital Investment. After discussions with the Special Master, it was determined
that it would be premature for HealthSouth to invest significant time or incur sigrificant expense to conduct
thorough due diligence investigations. However, should Healthsouth be the successful bídder for RHRI,
Healthsouth is prepared to complete its due diligence, and take all other actions reasonably required by it to
satisry the other pre-closing conditions referenced above, on an expedited basis, However, subject to the
completion and results of due diligence, HealthSouth estimates that it will invest approximately $4,900,000
to equip, revitalize and renovate RHRL The exast amount, timing and use of the invested funds cannot be
known until Healthsouth completes its physical inspection of the hospital and its operations. Upon
completion of that inspection, HealthSouth is willing to provide more details aboul the amount, timing and
use of that capital investment.
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5, Five-Year Pro Forma Cash FLow Projection. HealthSouth will complete and provide its frve-
year pro forma cash flow projection to the Special Master upon completion of its due diligence.

6. Commitment to Business. HealthSouth is prepared to commit contraotually not to sell the
assets and business in RHRI for a period of at leost three years after closing if it is the successful purchaser.

7. Meetine Communitv Healthcare Needs and Emoloyee Retention. Through its highly skilled
clinical staff, HealthSouth is committed to provide outstanding rehabilitative care to the patients served by
its hospitals. HealthSouth's size helps provide inpatient rehabilitative healthca¡e services on a cost-
effective basis through the utilization of proven staffing models and certain supply chain effrciencies.
HealthSouth hospitals provide a broad base of clinical experience from which they have developed olinical
best practices and protocols. These clinical best practices and protocols help ensure the delivery of
consistently high-quality rehabilitative healthca¡e services and to reduce inefficiencies and improve
performance across a wide spectrum of operational areas. HealthSouth views the retention of employees as

critical to the success of RHRL HealthSouth would expect to retain a suffrcient numbcr of RHRI
employees to maintain staffrng levels consistent with HealthSouth's other rehabilitation hospitals, as well
as state and federal regulations, subject to successfi¡l completion of HealthSouth's employm€nt process,
including a criminal background investigation, drug screening, review of performance history and
completion of its due diligence regarding the employees.

8. Costs and Exoenses. Each of HealthSouth and the Special Master would be responsible for
their own costs and expenses (inoluding fees for attorneys, accountants and business advisors) in
connection with the transaction.

9. Contacts. The primary HealthSouth contacts are George Carlis, Vice President of
Development, telephone number 205-96E-6294 (w), and email address eeoree.oarlis@healthsouth.com. and
Leesa Booth, Associate General Counsel, telephone number 205-970-5578 (w), and email address
leesa. booth@.healthsouth.com.

10. Additional Information. HealthSouth's principal executive offrces a¡e located at 3660
GrÊndview Parkway, Suite 200, Birmingham, Alabama 35243, and its website address is

www,healthsouth.com. Many of the SEC filings are available through the website, and any materials filed
with or tumished to the SEC may be obtained directly from that agency.

This lener is not intended to create or constitute any legally binding obligation, liability or
commitment by HealthSouth, There will be no legally binding agreement between us unless and until a
definitive asset purchase agreement is executed. This lener will expire and the bid proposal herein will be
withdrawn if not accepted by the Special Master and approved by the Court in writing by no later than
April 6, 201l. This bid proposal is intended solely for the information of the Special Master to whom it is
addressed and the Court, and solely for the purposes stated herein, Should this bid proposal be disclosed to
other Qualified Purchasers bound by Confidentiality and Non-Disclosure Agreements, suoh third parties

may not rely on its contents for any purpose whatsoever. Subject to the preceding sentence, you arç
authorized to share the terms of this bid with any Qualified Bidder provided (a) that this letter will be kept
confìdential according to the terms of the applicable Confidentiality and Non-Disclosure Agreement
between you and the Qualified Bidder, and ft) you, as a party to such Confidentiality and Non-Disclosure
Agreement, do not waive any of the confidentiality requirements with respect to this bid without our prior
written consent, which we may withhold in our sole disuetion, Within forty-eight (48) hours of the Court's
approval of HealthSouth as the successful bidder for the RHRI assets, HealthSouth shall submit a cash
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dcposit ln tho amount of $100,000 ¡pñ¡nd¡blo punuurt to tha tÊmrE of an cecrow lottor to be agrced upon
betweon thc puties.

Vrre apprcoiatc tho opporttrnls to submlt ou lndloation of intcrcst, and wo look fonra¡d to worklng
with you on thi¡ Èaßa¡tlçn,

Sincorely,

Carll¡
v Frosidcttt, Corporate Development

cc: Patricl¡ K, Roch4 Esq,
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Landmark Health System Bid Submission

HealthSouth Gorporation

TOTAL INVESTMENT

Ded uctions from lnvestments

SUBTOTAL

Other

Employee Bonuses

Severance Pay

Line of Credit

Physician Recruitment

Tail lnsurance

Blue Gross

Nemzoff & Gompanv

CRB

Caritas

Net WorkinE Gapital

Gapital Expenditures

Gash to Receiver at Closinq

$9,9oo,ooo

$4,900,000

$5,000,000

$9,900,000

$4,900,000

$5,000.000
lnvestment Categories Current Bid Final Bid

68566.1




