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TERMS AND CONDITIONS

GOVERNING THE CERTIFICATE OF PUBLIC ADVANTAGE

ISSUED TO UNION HEALTH, INC.

IN CONNECTION WITH THE
ASSET PURCHASE AGREEMENT
BY AND AMONG
UNION HOSPITAL, INC,,
TERRE HAUTE REGIONAL HOSPITAL, L.P.,

REGIONAL HOSPITAL HEALTHCARE PARTNERS, LLC, AND

HTI HOSPITAL HOLDINGS, INC.

The Indiana General Assembly enacted Indiana Code Section 16-21-15 et seq. (the “COPA
Statute”) in 2021 and subsequently amended the COPA Statute in 2022 and 2025. The General
Assembly found that mergers between two hospitals located in a predominantly rural county
meeting specific population requirements may benefit the public by maintaining or improving
the quality, efficiency, and accessibility of health care services and that the benefits resulting
from such a merger, including addressing the unique challenges of providing healthcare services
in rural communities, may outweigh the anticompetitive effects of such merger. Further, the
General Assembly determined that if a merger is approved under the COPA Statute, it is in the
State’s best interest to replace competition with state regulation and active supervision and that
such merger and the merged entity’s subsequent activities should be immune from all state and
federal antitrust laws.

The COPA Statute provides a framework by which qualifying hospitals seeking to merge
may apply for and, if approved, be granted a certificate of public advantage by the Indiana State
Department of Health (the “Department”). If issued, the certificate of public advantage replaces
competition between the applicants with state regulation by the Department through terms and
conditions, annual reviews of whether the certificate of public advantage recipient continues to
meet the standards for issuance of a certificate of public advantage, active supervision and
monitoring of the certificate of public advantage recipient’s conduct to ensure furtherance of the
COPA Statute’s purposes, limitations on the certificate of public advantage recipient’s charge and
price increases, required reinvestment of realized cost savings, other commitments regarding
access to healthcare, healthcare outcomes and quality, annual reporting, and enforcement
mechanisms.

The COPA Statute authorizes the Department to issue a certificate of public advantage if
the Department determines that there is clear evidence that, under the totality of the
circumstances, (a) the proposed merger will improve the health outcomes, health care access,
and the quality of health care provided to the population served by the merging hospitals, and
(b) that the likely benefits arising from the proposed merger agreement outweigh any
disadvantage attributable to a potential reduction in competition that may result from the
proposed merger.



On September 14, 2023, Union Hospital, Inc., an Indiana non-profit corporation, and Terre
Haute Regional Hospital, L.P., a Delaware limited partnership (collectively, the “Applicants”),
submitted an application for a certificate of public advantage (the “Original Application”) to the
Department, the Indiana Office of the Secretary of Family and Social Services (“FSSA”) and the
Office of the Indiana Attorney General (the “Attorney General”).

After aninitial review of the Original Application, the Department issued a written request
for additional information (“RFI 1”) on October 27, 2023. The Applicants responded to RFI 1 on
January 9, 2024, and submitted additional information requested by the Department on
February 6, 2024.

The Department issued a second written request for additional information (“RFI 2”) on
February 13, 2024, and requested transaction-level data pursuant to a third written request for
additional information on April 2, 2023 (“RFI 3”). The Applicants provided the requested
transaction-level data on June 1, 2024, and completed their response to RFI 2 on July 29, 2024.
On August 6, 2024, the Department notified the Applicants that the Original Application as
amended by the subsequent submissions was complete. This notice commenced the
Department’s 120-day review period.

After receiving the Original Application, the Department opened a portal for thirty days,
allowing interested members of the public to submit comments. The comment period concluded
on September 6, 2024. The Department received 395 public comments. In addition, the
Department received a submission from staff of the Federal Trade Commission (“FTC”) on
September 5, 2024, and comments from the Attorney General on September 27, 2024.

Subsequent to the Original Application being deemed complete, the Applicants submitted
additional information regarding benefits that may arise as a result of the Merger and responded
tothe FTC's and Attorney General’s comments. On November 22, 2024, the Applicants withdrew
the Original Application.

On February 5, 2025, the Applicants submitted a new application to the Department,
FSSA, and the Attorney General (the “2025 Application”). The Department deemed the 2025
Application complete on February 21, 2025. This commenced the Department’s 120-day review
period.

After receiving the 2025 Application, the Department opened a portal for thirty days,
again allowing interested members of the public to submit comments. This second comment
period concluded on March 23, 2025. The Department received 393 public comments. In
addition, the Department received a supplemental submission from staff of the FTC on
March 17, 2025, and comments from the Attorney General on April 17, 2025. On May 1, 2025,
the Department conducted a public town hall at lvy Tech Community College in Terre Haute. At
the town hall, forty-four comments were made by local officials, current and retired employees
of both Applicants, and community members.



Subsequent to the 2025 Application being deemed complete, the Applicants submitted
additional information regarding benefits that may arise as a result of the Merger and responded
to the FTC's and Attorney General’'s comments.

For the reasons set forth in its Report and Determination attached hereto as Exhibit A,
the Department determines that the merger described in the 2025 Application (the “Merger”)
satisfies the requirement of I.C. § 16-21-15-4 and that the Applicants have demonstrated that
there is clear evidence that, under the totality of the circumstances, (a) the Merger will improve
the health outcomes, health care access, and the quality of health care provided to the
population served by the Applicants’ hospitals, and (b) that the likely benefits arising from the
Merger outweigh any disadvantage attributable to a potential reduction in competition that may
result from the Merger (the “Public Advantage”). Therefore, the Department issues the COPA to
Union Hospital, Inc. subject to these Terms and Conditions.

PART I.
DEFINITIONS

The following terms shall have the following meanings for the purposes of these Terms
and Conditions:

“2025 Application” is defined in the introductory section of these Terms and Conditions.

“Active Supervision” means the process required by the COPA Statute of the Department,
the Attorney General, and their respective designees, after the Issue Date and continuing
throughout the COPA Term, of evaluating, monitoring and determining whether Combined
Enterprise’s operations continue to result in Public Advantage and enforcing the COPA, these
Terms and Conditions, and the COPA Statute.

“Affiliate” means any entity controlling, controlled by or under common control with UHI,
including any entity in which Union Health System, directly or indirectly, owns more than a ten
percent (10%) ownership interest, provided however that “Affiliate” shall not include any critical
access hospital.

“Annual Report” means the report UHI will prepare and deliver to the Department
pursuant to Section 2.12.

“Annual Review” means the review performed by the Department pursuant to Section
5.1

“Applicants” is defined in the introductory section of these Terms and Conditions.

“Approved Implementation Plan” means the implementation plan approved pursuant to
Section 2.11 and any amendments thereto approved by the Department.

“Asset Purchase Agreement” means the Asset Purchase Agreement, effective as of
September 12, 2023, as amended on October 23, 2023, entered into between: (i) UHI, as the
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buyer; and (ii) THRH and RHP, as sellers, and HTI Hospital Holdings, Inc., a Delaware corporation,
as seller guarantor.

“Attorney General” is defined in the introductory section of these Terms and Conditions.

“Combined Enterprise” means the post-Merger enterprise consisting of Regional Hospital
and Regional Healthcare Partners (including their respective administrative and clinical
operations) and the Union Healthcare Providers (including their respective administrative and
clinical operations).

“Commitments” means, collectively, the Quality Commitments, Pricing Commitments,
Population Health Commitments, Preservation of Access Commitments, Enhancement
Commitments, Employment and Economic Commitments, and Other Commitments.

“COPA” means the Certificate of Public Advantage granted by the Department on the
Issue Date by the Department to UHI with respect to the Merger.

“COPA Board Amendments” is defined in Section 2.10.
“COPA Hospitals” means Union Hospital and Regional Hospital.

“COPA Pricing Term” means the period from the Issue Date until the fifth (5%") anniversary
of the expiration of the COPA Term plus any Extension Time in connection with Significant
Violations that exist prior to the expiration of the Pricing Commitments, including the
Commitments attached as Exhibit B—Addendum 3.

“COPA Statute” is defined in the introductory section of these Terms and Conditions.

“COPA Term” means the period from the Issue Date until termination or revocation of
the COPA.

“Deficiency Notice” means a written notice delivered by the Department pursuant to
Section 6.4(i).

“Department” is defined in the introductory section of these Terms and Conditions and
includes any successor agency thereto.

“Department Action” is defined in Section 6.4(i).
“Determination Date” means November 9, 2025.

“Employment and Economic Commitments” means those commitments described in
Section 2.6.

“Enhancement Commitments” means those commitments described in Section 2.5.



“Executive Leadership” means the president and chief executive officer (who may be
separate individuals) of an entity and their direct reports.

“Extension Time” means (i) if the Significant Violation can be cured, the amount of time
during which one or more Significant Violations existed after UHI became or should have become
aware of the existence of the Significant Violation before it was cured or (ii) if the Significant
Violation cannot be cured, a reasonable amount of time, as determined by the Department,
reflective of the harm caused to the public by the Significant Violation.

“Fiscal Year” means the UHI fiscal year, which begins on January 1 and ends on December
31 of each year.

“FSSA” is defined in the introductory section of these Terms and Conditions.
“FTC” is defined in the introductory section of these Terms and Conditions.
“Initial Implementation Plan” is defined in Section 2.11.

“Issue Date” means the date of consummation of the Merger, which consummation shall
occur within ninety days of the Determination Date.

“Material Adverse Event” means any fact, event, change, development or occurrence
that, individually or together, with any other fact, event, change, development or occurrence is
or is reasonably likely to be materially adverse to the business, condition (financial or otherwise),
assets, operations or results of operations of the Combined Enterprise, taken as a whole.

“Merger” is defined in the introductory section of these Terms and Conditions.

“Noncompliance” means a failure by UHI or any other member of the Combined
Enterprise to comply with the COPA Statute or one (1) or more of these Terms and Conditions.

“Noncompliance Notice” means a written notice delivered by UHI pursuant to
Section 6.1.

“Original Application” is defined in the introductory section of these Terms and
Conditions.

“Other Commitments” means those commitments described in Section 2.8.

“Payor” means an individual, organization or entity, including governmental entities like
Medicare and Medicaid, that pays for health care services rendered by any member of the
Combined Enterprise.

“Plan of Correction” means UHI’s response to a Deficiency Notice outlining UHI’s plan to
correct the Noncompliance.



“Population Health Commitments” means those commitments described in Section 2.7.

“Preservation of Access Commitments” means those commitments described in Section
2.4,

“Pricing Commitments” means those commitments described in Section 2.3.

“Public Advantage” is defined in the introductory section of these Terms and Conditions.
“Quality Commitments” means those commitments described in Section 2.2.
“Quarterly Meetings” is defined in Section 2.13.

“Quarterly Reports” is defined in Section 2.13.

“Regional Healthcare Partners” means all Purchased Assets (as defined in the Asset
Purchase Agreement) of RHP that: (i) were acquired by UHI or an Affiliate of UHI, pursuant to the
Asset Purchase Agreement; and (ii) are incorporated into the administrative and clinical
operations of the Combined Enterprise. The term includes any Facility Employees of RHP
employed by the Combined Enterprise.

“Regional Hospital” means all Purchased Assets (as defined in the Asset Purchase
Agreement) of THRH that: (i) were acquired by UHI pursuant to the Asset Purchase Agreement;
and (ii) are incorporated into the administrative and clinical operations of the Combined
Enterprise.

“RFI 1,” “RFI 2,” and “RFI 3” are defined in the introductory section of these Terms and
Conditions.

“RHP” means Regional Hospital Healthcare Partners, LLC, an Indiana limited liability
company, which employs the physicians and advanced professional providers and operates
physician practices in Terre Haute, Indiana.

“Rural Health Clinics” means the rural health clinic in Brazil, Indiana, and the rural health
clinic in Clay City, Indiana, both of which are owned and operated by UHI.

“Secretary” means the secretary for health and family services appointed by the
Governor of the State of Indiana or any successor role thereto as determined by the Governor of
the State of Indiana; provided that if no such role exists, “Secretary” shall mean such person as
is designated by the Governor of the State of Indiana from time to time.

“Service Area” means, collectively, the Indiana counties of Clay, Greene, Parke, Sullivan,
Vermillion, and Vigo.

“Significant Reimbursement Change” means any change that, individually or
cumulatively, materially adversely changes the manner or amount of reimbursement paid to UHI
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or Union Health System through the Medicare or Medicaid programs in such a way that, based
on reasonable projections prepared by UHI would, once fully implemented, result in a material
financial loss for UHI or Union Health System and that disproportionately affects UHI or Union
Health System compared to similarly situated Indiana hospital systems.

“Significant Violation” means:

(a) Any of the following not cured within thirty (30) days: (i) any violation of Sections 2.10
(Appointments to Boards of Directors), (ii) any failure to submit a plan or report under
Sections 2.11 (Implementation Plan) or 2.13 (Quarterly Reporting), (iii) any failure to
pay expenses under 2.16 (Department Expenses), (iv) any failure to comply with
Section 4.3 (Access), or (v) any failure to cooperate with audits and investigations
under Section 4.4 (Audits and Investigations), or

(b) Any of the following not cured within forty-five (45) days: (i) any failure to submit an
Annual Report under Section 2.12 (Annual Reporting), (ii) any material violation of the
Pricing Commitments, (iii) any material repeated violation of a Commitment that is
not a Pricing Commitment, (iv) any material violation of or failure to complete a Plan
of Correction, (v) any violation of the COPA Statute, or (vi) any other material violation
of these Terms and Conditions, which alone or when aggregated with other violations
of these Terms and Conditions, materially reduces the Public Advantage.

The period available to cure each Significant Violation shall start the day on which UHI
becomes aware of the existence of the Significant Violation.

“Terms and Conditions” means these Terms and Conditions governing the COPA granted
to UHI in connection with the Asset Purchase Agreement, including any exhibits, attachments,
and appendices, as may be amended from time to time in accordance with the terms and
conditions hereof.

“THRH” means Terre Haute Regional Hospital, L.P., a Delaware limited partnership, which
owns and operates Regional Hospital, a licensed acute care hospital located in Terre Haute,
Indiana.

“UHI” means Union Hospital, Inc., an Indiana non-profit corporation.

“Union Health System” means Union Health System, Inc., an Indiana non-profit
corporation, which is the sole member of UHI.

“Union Healthcare Providers” means UHI (including Union Hospital and the Rural Health
Clinics), Union Medical Group, Center for Occupational Health, Inc., Union Hospital Therapy, LLC,
and any other Affiliate of UHI that provides health care services.

“Union Hospital” means the licensed acute care hospital located in Terre Haute, Indiana
that is owned and operated by UHI.



“Union Medical Group” means Union Associated Physicians Clinic, LLC, an Affiliate of UHI,
which operates a multi-specialty physician clinic employing, as of the Determination Date,
approximately 215 physicians and allied health care providers.

PART II.
OBLIGATIONS AND COMMITMENTS

2.1. General Compliance. During the COPA Term, UHI and the other members of the
Combined Enterprise shall comply with the COPA Statute and these Terms and Conditions. During
the COPA Pricing Term, UHI and the other members of the Combined Enterprise shall comply
with the Pricing Commitments and these Terms and Conditions.

2.2. Quality Commitments. To allow the Department to monitor the Merger’s impact
on quality performance, and to allow the Department and the public to hold UHI accountable for
continuing to provide high-quality services post-Merger and to ensure that the quality of health
care services provided by the Combined Enterprise does not decline after the Merger, UHI made
certain commitments related to quality that are set forth in Exhibit B — Section A (the “Quality
Commitments”). In order to mitigate the risk that the Merger would have a negative impact on
quality of health care services and ensure that UHI implements these commitments, which the
Department relied upon in its assessment of the 2025 Application, UHI shall fulfill the Quality
Commitments and comply with the accountability mechanisms described in Exhibit B — Section
A.

2.3.  Pricing Commitments. UHI| made certain commitments related to pricing and
payor contract negotiations as set forth in Exhibit B — Section B (the “Pricing Commitments”). In
order to monitor the Merger’s impact on pricing, to limit the Combined Enterprise’s ability to
increase the cost to payors of health care services provided by the Combined Enterprise as a
result of the Merger and ensure that UHI implements these commitments, which the Department
relied upon in its assessment of the 2025 Application, UHI shall fulfill the Pricing Commitments
and comply with the accountability mechanisms set forth in Exhibit B — Section B during the
COPA Pricing Term.

2.4. Preservation of Access Commitments. UHI made certain commitments related to
preserving access to health care services as set forth in Exhibit B — Section C (the “Preservation
of Access Commitments”). In order to mitigate the risk that the Merger would have a negative
impact on access to health care services and ensure that UHI implements these commitments,
which the Department relied upon in its assessment of the 2025 Application, UHI shall fulfill the
Preservation of Access Commitments and comply with the accountability mechanisms set forth
in Exhibit B — Section C.

2.5. Enhancement Commitments. UHI made certain commitments related to
enhancement of facilities and services as set forth in Exhibit B — Section D (the “Enhancement
Commitments”). In order to ensure that UHI implements these commitments, which the
Department relied upon in its assessment of the 2025 Application, UHI shall fulfill the
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Enhancement Commitments and comply with the accountability mechanisms set forth in Exhibit
B —Section D.

2.6. Employment and Economic Commitments. UHI made certain commitments
related to the affected workforce and economic impact as set forth in Exhibit B — Section E (the
“Employment and Economic Commitments”). In order to ensure the affected workforce is
protected, mitigate the impact of the Merger on the economy long-term and ensure that UHI
implements these commitments, which the Department relied upon in its assessment of the 2025
Application, UHI shall fulfill the Employment and Economic Commitments and comply with the
accountability mechanisms set forth in Exhibit B — Section E.

2.7. Population Health Commitments. UHI made certain commitments related to
population health improvement as set forth in Exhibit B — Section F (the “Population Health
Commitments”). In order to monitor progress around the population health improvement
initiatives and ensure UHI implements the commitments, which the Department relied upon in
its assessment of the 2025 Application, UHI shall fulfill the Population Health Commitments and
comply with the accountability mechanisms set forth in Exhibit B — Section F.

2.8. Other Commitments. UHI made certain other commitments as set forth in Exhibit
B — Section G (the “Other Commitments”). In order to ensure that UHI implements the
commitments, which the Department relied upon in its assessment of the 2025 Application, UHI
shall fulfill the Other Commitments and comply with the accountability mechanisms set forth in
Exhibit B — Section G.

2.9. UHI Notice of Consummation of the Merger. On the date of the consummation
of the Merger, UHI shall submit to the Department a written notice executed by UHI’s chief
executive officer and chief financial officer certifying to the occurrence of the consummation of
the Merger and acknowledging and agreeing to these Term and Conditions and the Exhibits
attached hereto.

2.10. Appointments to Boards of Directors. Within sixty (60) days after the Issue Date,
UHI and Union Health System shall amend their governing documents, which amendments (the
“COPA Board Amendments”) shall be acceptable to the Department in its sole discretion:

(i) to allow the Governor of the State of Indiana to appoint two (2) of the
voting members of the board of directors of UHI and Union Health System during the
COPA Term;

(ii) Until expiration of the COPA Term, UHI and Union Health System shall not
amend, modify, restate or supplement the COPA Board Amendments without the consent
of the Department.

(iii) Effective as of the date of the COPA Board Amendments, the Governor of
the State of Indiana shall have the right to appoint directors identified in Section 2.10(i)
and at least one such director shall be a member of the audit, governance and executive
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committees, and if there is a committee specifically formed to address compliance with
the COPA, such committee, of the board of directors of UHI and Union Health System.

(iv) The directors that are appointed pursuant to Section 2.10(i) shall be
residents of the Service Area and shall have the same fiduciary duties to UHI and Union
Health System as all other directors. UHI and Union Health System may propose names
for consideration, but the appointments shall be made at the sole discretion of the
Governor of the State of Indiana. The out of pocket expenses incurred by directors
appointed by the Governor of the State of Indiana shall be reimbursed pursuant to Section
2.16.

2.11. Implementation Plan. Within ninety (90) days after the Issue Date, UHI shall
submit to the Department for its review, in writing, its initial plan for implementation of the
Commitments (the “Initial Implementation Plan”), which, among other things, shall include,
unless the Department otherwise reasonably approves, in reasonable detail, the plans, tasks,
resource requirements, deadlines, risks and mitigation mechanisms for the implementation and
execution of the Commitments, UHI’s methodologies and procedures for measuring, tracking,
reporting and reinvesting in the Service Area realized cost savings, and the Combined Enterprise’s
plans to maintain and improve quality as measured by the quality metrics during the COPA Term.
The Department may provide, in its discretion, UHI with comments and feedback concerning the
Initial Implementation Plan, which UHI will incorporate into an updated Initial Implementation
Plan so long as the comments and feedback are consistent with these Terms and Conditions.
Within thirty days (30) days after receiving the Department’s comments and feedback, UHI shall
submit for the Department’s approval, an updated Initial Implementation Plan, which shall
incorporate feedback and comments regarding the Initial Implementation Plan provided by the
Department in its discretion and additional details developed since submission of the Initial
Implementation Plan, and shall demonstrate to the Department, in its discretion, that the
Commitments are reasonably likely to be completed and achieve the Public Advantage. Within
thirty (30) days after UHI submits the updated Initial Implementation Plan (or such longer period
as the Department may require), the Department will either approve the updated Initial
Implementation Plan or provide UHI with additional feedback, which UHI shall incorporate into
the Initial Implementation Plan and re-submit to the Department within ten (10) days or such
longer time as the Department may allow. Once approved, the Initial Implementation Plan shall
be the Approved Implementation Plan.

2.12. Annual Reporting.

(i) Reporting Requirement. No later than April 30t of each year, UHI shall
submit an Annual Report to the Department covering the prior Fiscal Year. The first
Annual Report, covering the portion of the 2025 Fiscal Year after the Issue Date shall be
submitted no later than April 30, 2026. Given the short time period that is covered by the
first Annual Report, the contents of the first Annual Report (but only the first Annual
Report) will consist of a narrative summary of the steps UHI has taken to integrate
hospital operations, develop the Implementation Plan, and begin pursuing the
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Commitments and reasonably available and/or obtainable baseline data requested by the
Department. All other Annual Reports shall follow the format for the Annual Reports
established under subsection (ii) below. UHI shall timely submit all required reports;
provided that upon request, the Department may, in its sole discretion, approve an
extension of the Annual Report due date, upon a showing of good cause. IDOH may
request the data and documentation reasonably necessary to verify statements made in
the Annual Report UHI shall identify for the Department the employee(s) most
knowledgeable about each section or category of information in the Annual Report and
provide contact information for these individuals. Each Annual Report shall be certified
by the Chief Executive Officer and Chief Financial Officer of UHI as true and correct in all
material respects to the best of the individual’s knowledge after due inquiry. UHI shall
timely submit all required reports. Such reports shall be in a format specified by the
Department after consultation with UHI. A copy of the Annual Report shall also be
submitted to the Office of the Attorney General and the General Assembly in an electronic
format under I.C. § 5-14-6 and will be posted on the Department’s website.

(ii) Annual Report Contents. Within sixty (60) days of the Issue Date, UHI shall
submit in writing to the Department its proposed format of the Annual Report. The
Annual Report shall be in such format and contain such information and documentation
as the Department shall reasonably require, but at a minimum, the Annual Report shall
address UHI’s compliance (or non-compliance) with, and steps taken to achieve, each
Commitment set forth on Exhibit B, the Approved Implementation Plan, and each of the
Terms and Conditions pursuant to the COPA Statute, a summary of steps taken to reduce
costs (including the cost of care provided), to reduce amounts paid by Payors and to
improve efficiency, a description of any services or functions consolidated during the year,
a description of any material changes in volume or availability of services offered, and a
list of all Noncompliance Notices, Department Actions and Plans of Correction, in each
case, initiated during the relevant year or that have not been fully resolved prior to the
beginning of the relevant year with a summary of their current status. Within thirty (30)
days or such longer period as the Department may require, the Department will either
approve the proposed form of the Annual Report or provide, in its discretion, UHI with
comments and revisions, which UHI shall incorporate the proposed form of the Annual
Report within ten (10) days or such longer time as the Department may allow.

2.13. Quarterly Reports and Meetings with the Department.

(i) Reporting Requirement. In addition to the Annual Reporting requirements
set forth in Section 2.12, the Department and UHI shall meet on a quarterly basis within
thirty (30) days of the end of each calendar quarter to review the topics identified in
Section 2.13(ii) (the “Quarterly Meetings”). No later than fifteen (15) days prior to each
Quarterly Meeting, UHI shall prepare a report for the most recently ended Fiscal Year
quarter (the “Quarterly Report”). Within sixty (60) days of the Issue Date, UHI and the
Department shall discuss and agree upon the schedule for the Quarterly Meetings.
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(ii) Quarterly Report Contents. Within sixty (60) days of the Issue Date, UHI
shall submit in writing to the Department its proposed format of the Quarterly Report.
The Quarterly Report shall be in such format and contain such information and
documentation as the Department shall reasonably require, but at a minimum, the
Quarterly Report shall address the actions taken during the relevant quarter in connection
with each Commitment set forth on Exhibit B and the Approved Implementation Plan,
the information required to be reported pursuant to any Commitment, and a list of all
Noncompliance Notices, Department Actions and Plans of Correction, in each case,
initiated during the relevant quarter or that have not been fully resolved prior to the
beginning of the relevant quarter with a summary of their current status. Within thirty
(30) days or such longer period as the Department may require, the Department will
either approve the proposed form of the Quarterly Report or provide, in its discretion,
UHI with comments and revisions, which UHI shall incorporate the proposed form of the
Quarterly Report within ten (10) days or such longer time as the Department may allow.

2.14. Annual Public Listening Sessions. In the first quarter of each Fiscal Year during
the COPA Term (and in the case of the Fiscal Year in which the COPA is granted, during the first
full calendar quarter after the Issue Date), UHI shall host at least one public listening session
during which the residents of the Service Area can provide oral and/or written feedback
regarding the Merger, the Combined Enterprise’s service quality, efficiency and accessibility of
care, and effects of the COPA. UHI shall publicly advertise the date, time, and location for each
listening session on each hospital’s website and social media account at least thirty (30) days
before the event, which shall be scheduled during times and at locations convenient to the
general public. The public listening sessions shall be open to the public, will be live streamed on
a public accessible website (or other means approved by the Department that provides for the
real time remote viewing of the listening sessions) and shall be recorded and made publicly
available by UHI. UHI shall also publicly advertise to residents of the Service Area that oral and/or
written feedback regarding the Merger may be provided at each listening session and shall not
require registration or collection of personal identifying information, other than the person’s
county of residence from any person submitting or making comments. The date and time of each
listening session shall be subject to the Department’s approval. UHI shall provide written notice
to the Department and the Attorney General of the schedule for listening sessions, and the
Department’s and Attorney General’s representatives may attend. UHI shall include a summary
of the listening sessions in its Annual Report, including number of attendees, any materials
presented by UHI at the listening session, copies of any written feedback received from the public
and a summary of any oral public comments received.

2.15. “Healthier Together” Transparency Website.

(i) “Healthier Together” Transparency Website Requirement. Throughout the
COPA Term and thereafter, solely with respect to the Pricing Commitments through the
COPA Pricing Term, UHI shall establish and maintain a publicly available website
containing information relating to the COPA, the quality of services, access to care, and
the affordability of health care in the Service Area in light of the Merger. Within thirty (30)

-12 -



days of the Issue Date, UHI shall publish a transparency webpage branded “Healthier
Together” to provide the public understandable and accessible updates regarding the
COPA and ongoing community health improvements as well as make publicly available
updates and reporting measures required by the Commitments.

(ii) “Healthier Together” Transparency Website Contents. At a minimum, the
“Healthier Together” website shall include quality and patient satisfaction measures
designated for quarterly reporting, employee and physician satisfaction survey results,
the results of research studies, a summary of how cost savings realized as a result of the
COPA are being reinvested, price transparency information by Payor in a format approved
by the Department and a section that allows for individuals to submit complaints and/or
comments related to the COPA. The Department may direct UHI to include other non-
confidential information that is reasonably related to the COPA on the “Healthier
Together” website if the Department determines such information may be beneficial to
the public.

2.16. Department Expenses. Pursuant to the COPA Statute, UHI shall be responsible for
the reasonable costs incurred by the Department to cover the costs of the ongoing monitoring
and Active Supervision associated with the COPA, including any fees for consultants and experts,
which shall be selected by the Department in its sole discretion. The Department will invoice UHI
for these costs, which shall be paid by UHI within thirty (30) days of receipt. Such costs and fees
must be commensurate with the usual compensation for like services. On an annual basis, the
Department will work with UHI to develop a forecast for the Department’s costs associated with
the COPA; provided that such forecast shall not limit UHI’s responsibility for the costs the
Department actually incurs in connection with the ongoing monitoring and Active Supervision. If
the Department intends to engage an expert to serve as a monitor under Section 6.3(ii)(B), then
the Department will engage a monitor that has no conflict of interests and to make a good faith
effort to engage a monitor that is mutually agreeable to the Department and UHI. However, if
UHI and the Department are unable to reach an agreement on the monitor, then the Department
may engage the monitor without UHI’s agreement. UHI shall be responsible for the costs of the
monitor under Section 6.3(ii)(B), which shall not exceed $500,000 per year.

PART Ill.
NOTIFICATIONS AND APPROVALS

3.1. Organizational Changes during the COPA Term. UHI shall notify the Department
at least thirty (30) days prior to any significant change in UHI’s organizational structure or any
change in Union Health System’s or UHI’s Executive Leadership during the COPA Term (provided,
however, that UHI becomes aware of a change in Union Health System’s or UHI’s Executive
Leadership less than thirty (30) days prior to the date of such change due to an individual’s
resignation or termination for cause, UHI shall notify the Department promptly upon it becoming
aware of such pending change).

3.2. Material Adverse Event during the COPA Term. In order to demonstrate that UHI
maintains the financial and operational viability to fulfill the Terms and Conditions, and for the
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Department to provide for proper Active Supervision, UHI shall notify the Department within
fifteen (15) days if it experiences a Material Adverse Event during the COPA Term, or, to the
knowledge of UHI, is reasonably likely to experience a Material Adverse Event during the COPA
Term. Such notification shall include an explanation and supporting documentation. Each such
report and all attachments thereto shall be certified by the Chief Executive Officer and Chief
Financial Officer of UHI as being true and correct in all material respects to their best knowledge,
after due inquiry. A notice of a Material Adverse Event shall be resolved in the same manner as
a Noncompliance Notice in Section 6.1.

PART IV.
ACTIVE SUPERVISION: STRUCTURE, MONITORING, AND NONCOMPLIANCE

4.1. General. The Department’s Active Supervision is a fundamental requirement of
the COPA Statute. UHI and the other members of the Combined Enterprise shall be subject to,
and fully cooperate with, the Department’s and the Attorney General’s Active Supervision, in
accordance with the COPA Statute and these Terms and Conditions.

4.2. Structure. The Department is required by I.C. § 16-21-15-7 to actively supervise
and monitor the Combined Enterprise throughout the COPA Term to ensure that the Combined
Enterprise’s conduct furthers the purpose of the COPA and the Public Advantage. The
Department may contract with consultants and experts as necessary to carry out this supervision
and monitoring. The Department, among other things, will conduct this supervision and
monitoring through review of reports, complaints from the public, and notification of deficiencies
from UHI. The Department will have a complaint section on its website for the public to bring
concerns about the COPA to the Department. The Department will review complaints and
determine appropriate action based on the complaint. Appropriate action may include an
investigation of the complaint based upon the authority granted under I.C. § 16-21-15-9 and
these Terms and Conditions.

4.3. Access. UHI shall grant the Department, the Department’s contracted designee(s)
and the Attorney General:

(i) upon reasonable advance written notice, access during normal business
hours to all non-privileged documents relating to compliance with I.C. § 16-21-15, the
2025 Application, or these Terms and Conditions, provided that such access shall not
unreasonably interfere with the operations of the Combined Enterprise;

(ii) upon reasonable advance written notice, access during normal business
hours of UHI to interview directors, officers, managers, or employees of the Combined
Enterprise in relation to any matters contained in the I.C. § 16-21-15, the 2025
Application, or these Terms and Conditions, provided that such access shall not
unreasonably interfere with the operations of the Combined Enterprise; and
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(iii) the right to call, at any time, upon thirty (30) days’ advance written notice
to UHI, a meeting with UHI’s or Union Health System’s Executive Leadership team and/or
the UHI or Union Health System governing board.

4.4. Audits and Investigations. UHI and the other members of the Combined
Enterprise shall cooperate with audits and investigations that are deemed reasonably necessary
by the Department or the Attorney General to ensure compliance with I.C. § 16-21-15 and these
Terms and Conditions, including without limitation, providing such documents and information
as the Department or the Attorney General may request from time to time.

PART V.
ACTIVE SUPERVISION: DEPARTMENT ANNUAL REVIEW

5.1. Annual Review. The Department is required by I.C. § 16-21-15-6 to perform an
annual review of the COPA during the COPA Term to determine whether the Combined
Enterprise is continuing to meet the standards required for issuance of the COPA, including
compliance with the statutory requirements and these Terms and Conditions (the “Annual
Review”). The Annual Review shall occur within ninety (90) days of UHI’s submission of the
Annual Report to the Department.

5.2.  Evaluation Process. During the Annual Review, the Department will determine
whether, under the totality of the circumstances, the likely benefits resulting from the Merger
continue to outweigh any disadvantages attributable to a potential reduction in competition that
may result from the Merger. Any determination of failure will be addressed through the
corrective action process set forth in Section 6.3 or, if appropriate, through a modification of
these Terms and Conditions in accordance with Part VII. As part of the Annual Review, the
Department will use a pass/fail evaluation of each Commitment and assess overall compliance
with these Terms and Conditions. Any determination of failure will be addressed through the
corrective action process set forth in Part VI or if appropriate in the discretion of the Department,
modification of these Terms and Conditions. The Department’s assessment of each Commitment
will be included in an annual written report prepared by the Department.

PART VI.
ACTIVE SUPERVISION: EVENTS OF NONCOMPLIANCE

6.1. UHI Notice of Noncompliance. If at any time during the COPA Term, UHI
determines or becomes aware that a Noncompliance has occurred or is reasonably likely to occur
(whether through the passage of time or otherwise), UHI shall promptly notify the Department
by delivery of a “Noncompliance Notice” to the Department. Such Noncompliance Notice shall
include an explanation in reasonable detail and supporting documentation regarding the
Noncompliance and related circumstances or events, and any actions proposed by UHI to make
reasonable efforts to cure the Noncompliance along with the proposed timeline for curing the
Noncompliance.

-15-



6.2. Department Notice of Noncompliance. The Department shall review and
investigate to the extent necessary each of the following:

(i) any Noncompliance Notice received from UHI;

(ii) any Noncompliance discovered during the Department’s Annual Review,
regular monitoring or otherwise; and

(iii) any Noncompliance discovered as a result of a complaint or investigation
relating to the COPA.

6.3. Department Authority with Respect to Noncompliance and Significant
Violations.

(i) In connection with compliance with these Terms and Conditions, the
Department shall acknowledge and document receipt of a Noncompliance Notice and
take no action provided, however, that if the Noncompliance Notice reports a
Noncompliance that is the same or substantially similar to a prior Noncompliance, the
Department may take one or more of the following actions:

(A) Investigate the Combined Enterprise’s activities.
(B) Require a Plan of Correction pursuant to Section 6.4.

(C) Issue a reasonable fine based on the impact of the Noncompliance
on the Public Advantage. The fine shall be payable to the Healthy Hoosier’s
Foundation, Inc. (or any successor thereto) and the funds invested into the Service
Area in a manner designed to address the areas of need affected by the
Noncompliance.

(ii) If Union has committed a Significant Violation, the Department may take
any of the actions listed above as well as one or more of the following actions:

(A) Require Union and/or Union Health System to limit the total
compensation of its most senior executive officer to a maximum amount that is
consistent with executive compensation in health systems of similar size (if the
senior executive’s compensation is above market).

(B) Appoint an independent third-party monitor to oversee and
evaluate UHI's and Union Health System’s adherence to rectifying the
Noncompliance and preventing future violations. UHI and Union Health System
shall cooperate with any independent third-party monitor appointed by the
Department in the performance of this activity as outlined in Part IV.

(C) Revoke the COPA in accordance with Section 8.2.
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6.4. Process for Handling a Noncompliance.

(i) If the Department issues a finding of Noncompliance, then the results of
the Department’s review will be provided to UHI as a Deficiency Notice, which shall
describe the Noncompliance with reasonable specificity and the Department’s proposed
action in connection with such finding of Noncompliance, including without limitation,
any proposed action or actions by the Department in connection with a continuation or
repetition of such Noncompliance or similar Noncompliance or the failure to comply with
an associated Plan of Correction (a “Department Action”).

(ii) UHI shall respond to the Deficiency Notice within thirty (30) days including,
if requested by the Department, a written proposed Plan of Correction to address each
Noncompliance. The proposed Plan of Correction shall include actions to be taken by UHI
and/or other members of the Combined Enterprise, the time period to eliminate the
Noncompliance, a progress report schedule, and the anticipated result of the action.

(iii) Upon receipt and review of UHI’s response to the Deficiency Notice,
Department may (A) finalize its finding of Noncompliance and the related Department
Action as originally issued; or (B) finalize its finding of Noncompliance and the related
Department Action with modifications; and in each case, if it requested a proposed Plan
of Correction from UHI, the Department may (x) accept the Plan of Correction as written;
(y) accept the Plan of Correction with modification; or (z) reject the Plan of Correction and
request re-submission within ten (10) business days. If the resubmitted Plan of Correction
is not acceptable to the Department in its sole discretion, the Department may determine
the contents of the Plan of Correction in its discretion. The Department’s unilateral
determination of the contents of the Plan of Correction shall constitute an “agency
action” under the Indiana Orders and Procedures Act.

(iv) Once finalized by the Department, the Department Action, and once
accepted by the Department, a Plan of Correction, shall be considered part of these Terms
and Conditions, and UHI shall comply with the Department Action and any related Plan
of Correction, including notifying the Department when such Plan of Correction is
complete. Any failure to comply with a Department Action or a Plan of Correction shall
constitute a Noncompliance. If UHI is unable to comply with the requirements of a Plan
of Correction, then UHI shall be required to show good cause for such failure to comply
with such Plan of Correction, which circumstances the Department will consider when
evaluating such Noncompliance.

(v) A Plan of Correction may be amended in accordance with Section 7.2 or
Section 7.3; provided however, that if the Department determined the contents of a Plan
of Correction pursuant to the last sentence of Section 6.4(iii), the Department may amend
such Plan of Correction in its discretion. The Department’s unilateral amendment shall
constitute an “agency action” under the Indiana Orders and Procedures Act.
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PART VII.
ACTIVE SUPERVISION: MODIFICATIONS TO THE TERMS AND CONDITIONS

7.1.  Annual Review of the Terms and Conditions. The Terms and Conditions will be
evaluated annually during the COPA Term (and to the extent applicable, the COPA Pricing Term)
to determine if additional requirements or modifications are necessary for UHI to continue to
meet the requirements for the issuance of the COPA.

7.2. Proposed COPA Modification by Department. In addition to other actions that
are permitted by the COPA Statute, the Department, with the consent of the Secretary, may
notify UHI of one or more proposed modifications of these Terms and Conditions. For each
proposed modification, the Department shall provide a written explanation. The Department’s
proposed modifications may include, but are not limited to, changes to one or more Terms and
Conditions that are not being satisfied, to address any change in circumstances that affect the
feasibility or meaningfulness of these Terms and Conditions or to ensure that the Merger
improves the health outcomes, health care access, and the quality of health care provided to the
population served by the COPA Hospitals, and that the likely benefits arising from the Merger
outweigh any disadvantage attributable to a potential reduction in competition that may result
from the Merger. Within thirty (30) days of its receipt of such notice, UHI shall notify the
Department of its acceptance of such proposal, or, if applicable, any counterproposal, along with
its written explanation and any supporting documentation. Within thirty (30) days (or such longer
period as the Department deems necessary) of the Department’s receipt of such notice, the
Department and UHI shall meet and confer in an attempt to resolve any differences. The
Department shall adopt a counterproposal if the Department, with the consent of the Secretary,
determines that a counterproposal to the proposed modification is necessary to achieve the
Public Advantage. If the Department and UHI agree on a modification to the Terms and
Conditions, then such modification shall become an amendment to these Terms and Conditions
and UHI shall thereafter be obligated to comply with such modification. If the Department and
UHI do not agree on a modification, then the Department, with the consent of the Secretary, may
adopt a modification that it determines is necessary to ensure that the Merger achieves the
Public Advantage after taking into consideration UHI’s ability to perform or achieve the
modification and/or take such other action as are permitted by the COPA Statute. The
Department’s unilateral adoption of a modification shall constitute an “agency action” under the
Indiana Orders and Procedures Act. When considering modifications, the Secretary’s consent
shall not be unreasonably withheld or delayed.

7.3. Proposed COPA Modification by UHI. UHI may at any time notify the Department
and request one or more modifications to the Terms and Conditions due to changes in
circumstances that have materially affected its ability to comply with one or more of the Terms
and Conditions that did not arise from a management or execution failure or to further ensure
that the Merger improves the health outcomes, health care access, and the quality of health care
provided to the population served by the Combined Enterprise, and that the likely benefits arising
from the Merger outweigh any disadvantage attributable to a potential reduction in competition
that may result from the Merger. For each proposed modification, UHI will provide a written
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explanation, including an explanation of the effect of the modification on the Public Advantage,
and any supporting documentation. Within thirty (30) days of its receipt of such notice (or such
longer period as the Department deems necessary), the Department, with the consent of the
Secretary, shall notify UHI of its acceptance of such proposal or, if applicable, any
counterproposal, along with its written explanation. The Department will consider the effect of
the modification on the overall Public Advantage when determining whether to approve a
requested modification. Within thirty (30) days of UHI’s receipt of such notice, the Department
and UHI shall meet and confer in an attempt to resolve any differences. If the Department, with
the consent of the Secretary, and UHI agree on a modification, then such modification shall
become an amendment to the Terms and Conditions and UHI shall thereafter be obligated to
comply with such modification. If the Department and UHI do not agree on such modification,
then the Department may adopt a modification that it determines is necessary to ensure that the
Merger achieves the Public Advantage after taking into consideration UHI’s ability to perform or
achieve the modification and/or take such other action as are permitted by the COPA Statute.
When considering modifications, the Secretary’s consent shall not be unreasonably withheld or
delayed. Additionally, if Union experiences a Significant Reimbursement Change or a Material
Adverse Event, Union may petition the Department for a reduction in its financial commitments
under the COPA proportionately to the negative financial impact and the Department’s approval
shall not be unreasonably withheld.

PART VIII.
TERMINATION AND REVOCATION OF THE COPA

8.1. Termination. UHI may file a notice pursuant to I.C. § 16-21-15-5 to terminate the
COPA no earlier than the fifth anniversary of the Issue Date if at the time of such filing, no
Significant Violation then exists or is the subject of an unresolved Noncompliance Notice, which
notice of termination shall be filed at least thirty (30) days prior to the requested date of
termination. The Department shall grant a properly filed notice to terminate as required by I.C.
§ 16-21-15-5(b).

8.2. Revocation. The Department may revoke the COPA if the Department determines
any of the following has occurred:

(i) UHI or any other member of the Combined Enterprise has materially failed
to comply with these Terms and Conditions or I.C. § 16-21-15 and has failed without good
cause to correct a Noncompliance.

(ii) The issuance of the COPA was based on a material misrepresentation in
the 2025 Application.

(iii) After providing UHI with a Noncompliance Notice, UHI has failed to pay a
fee that is authorized by I.C. § 16-21-15.
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(iv) The Department determines as part of its Annual Review process that the
benefits determined in the issuance of the COPA no longer outweigh the disadvantages
attributable to the reduction in competition resulting from the Merger.

8.3. Effect of Termination or Revocation. The COPA Term shall end on the date the
termination or revocation of the COPA becomes effective; provided however, that:

(i) any Plans of Correction that as of the date the termination or revocation
of the COPA becomes effective have not been completed shall remain in effect in
accordance with their terms, UHI shall remain obligated to complete all such Plans of
Correction, and in connection with the monitoring and supervision of such Plans of
Correction, Part |, Section 2.16, Part IV, Part VI, Section 8.3, Part IX, and UHI’s reporting
obligations with respect thereto shall survive the termination or revocation of the COPA
until completion of all such Plans of Correction;

(ii) the Pricing Commitments, including the Commitments attached as Exhibit
B — Addendum 3, and in connection with the monitoring and supervision of such Pricing
Commitments, Part |, Sections 2.3, 2.12, 2.13, 2.15, and 2.16, Part IV, Part V, Part VI, Part
VII, Section 8.3, Part IX, and UHI’s reporting obligations with respect thereto shall survive
the termination or revocation of the COPA until the expiration of the COPA Pricing Term;

(iii) any Plans of Correction relating to the Pricing Commitment, including the
Commitments attached as Exhibit B — Addendum 3, that as of the date of expiration of
the COPA Pricing Term have not been completed shall remain in effect in accordance with
their terms, UHI shall remain obligated to complete all such Plans of Correction, and in
connection with the monitoring and supervision of such Plans of Correction, Part |, Section
2.16, Part IV, Part VI, Section 8.3, Part IX, and UHI’s reporting obligations with respect
thereto shall survive the termination or revocation of the COPA until completion of all
such Plans of Correction;

(iv) Section 2.16 and the obligation to make any refunds required pursuant to
Exhibit B — Addendum 3 shall survive termination or revocation of the COPA and
expiration of the COPA Pricing Term.

PART IX.
MISCELLANEOUS PROVISIONS

9.1. Notices. All notices (including for Noncompliance Notices, Deficiency Notices and
proposed modifications), requests, consents, claims, demands, waivers, and other
communications hereunder shall be in writing and shall be deemed to have been given: (a) when
delivered by hand (with written confirmation of receipt); (b) when received by the addressee if
sent by a nationally recognized overnight courier (receipt requested); or (c) on the third day after
the date mailed, by certified or registered mail (in each case, return receipt requested, postage
pre-paid). Notices must be sent to the respective parties at the following addresses (or at such
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other address for a party as shall be specified in a notice given in accordance with this
Section 9.1):

If to the Department:

Attn: Commissioner

Indiana Department of Health
2 N. Meridian Street
Indianapolis, Indiana 46204
LWeaver@health.in.gov

with a copy to:

Attn: Chief Legal Officer
Indiana Department of Health
2 N. Meridian Street
Indianapolis, Indiana 46204
KMacKinnon@health.in.gov

If to the Attorney General:

Indiana Attorney General
Government Center South
IGCS 5t Floor

302 West Washington Street
Indianapolis, Indiana 46204
scott.barnhart@atg.in.gov

If to UHI, addressed as follows:
Steven M. Holman

Chief Executive Officer

Union Health

1606 North Seventh St.

Terre Haute, Indiana 47804
sholman@union.health

with a copy to:

Amy T. Hock

Chief Legal Officer

Union Health 1606 North Seventh St.
Terre Haute, Indiana 47804
ahock@union.health
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with a copy to:

Steven H. Pratt

Hall, Render, Killian, Heath & Lyman
500 N. Meridian Street, Suite 400
Indianapolis, IN 46204-1293
spratt@hallrender.com

9.2. Addenda and Exhibits. The exhibits attached and/or referred to herein shall be
construed with, and as an integral part of, these Terms and Conditions to the same extent as if
they were set forth verbatim herein.

9.3. Waiver. Except when a response time is required by these Terms and Conditions,
the failure to exercise, or delay in exercising, any right, remedy, power, or privilege arising from
the COPA or these Terms and Conditions, shall not operate or be construed as a waiver thereof;
nor shall any single or partial exercise of any right, remedy, power, or privilege hereunder
preclude any other or further exercise thereof or the exercise of any other right, remedy, power,
or privilege.

9.4. Cumulative Remedies. The rights and remedies under the COPA and these Terms
and Conditions are cumulative and are in addition to and not in substitution for any other rights
and remedies available at law or in equity or otherwise. Acceptance of these Terms and
Conditions shall not limit a party’s right to challenge a particular term if inconsistent with or non-
compliant with the law.

9.5. Effectiveness. These Terms and Conditions shall become effective on the Issue
Date.

9.6. Conflict. If there is any conflict between these Terms and Conditions and the 2025
Application, then the terms set forth in these Terms and Conditions shall govern.

9.7. Governing Law; Jurisdiction.

(i) The COPA and these Terms and Conditions shall be governed by and
construed in accordance with the laws of the State of Indiana, without regard to the
conflicts of laws provisions thereof.

(ii) Any action arising out of or in connection with the COPA and/or these
Terms and Conditions to the exclusive jurisdiction of the district court having jurisdiction
over Marion County, Indiana; provided however, that prior to UHI filing any action, it is
required to exhaust all administrative remedies.

(iii) These Terms and Conditions do not create a private right of action.

9.8. Discretion. All references herein to the Department’s or Secretary’s “discretion”
shall mean the approval of the Department or the Secretary in its reasonable, and not arbitrary
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or capricious, discretion. These Terms and Conditions shall not be amended or replaced except
pursuant to Section 7.2 or 7.3.
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EXHIBIT A
REPORT AND DETERMINATION

(attached)



INDIANA STATE DEPARTMENT OF HEALTH

UNION HOSPITAL, INC. AND TERRE HAUTE REGIONAL HOSPITAL, L.P.

APPLICATION FOR CERTIFICATE OF PUBLIC ADVANTAGE

Report and Deter mination

December 11, 2025

The Indiana General Assembly enacted Indiana Code Section 16-21-15 et seq (the “ COPA
Statute”) in 2021 and subsequently amended the COPA Statute in 2022 and 2025. The General
Assembly found that mergerst between two hospitals located in a predominantly rural county
meeting specific population requirements may benefit the public by maintaining or improving the
quality, efficiency, and accessibility of health care services and that the benefits resulting from
such amerger, including addressing the unique challenges of providing healthcare servicesin rural
communities, may outweigh the anticompetitive effects of such merger.? Further, the General
Assembly determined that if amerger is approved under the COPA Statute, it isin the State’s best
interest to replace competition with state regulation and active supervision and that such merger
and the merged entity’ s post-merger activities supervised pursuant to the COPA Statute should be
immune from all state and federal antitrust laws.

The COPA Statute provides a framework by which qualifying hospitals seeking to merge
may apply for and, if approved, be granted a certificate of public advantage (a“COPA”) by the
Indiana State Department of Health (the “ Department”). 1f issued, the COPA replaces competition
between the applicants with state regulation by the Department through terms and conditions,*
annual reviews of whether COPA recipient continues to meet the standards for issuance of a
COPA,® active supervision and monitoring of the COPA recipient’s conduct to ensure furtherance
of the COPA Statute’s purposes® limitations on the COPA recipient’s charge increases of
individual services,” required reinvestment of realized cost savings? annual reporting,® and
enforcement mechanisms.’® While a COPA is not issued for a definite term and could remain in

1 While the COPA Statute use the term “merger,” the term refers generally to any change of ownership, including
asset acquisitions and mergers. Ind. Code § 16-21-15-1.5 (2025).
2Ind. Code § 16-21-15-0.5 (2025).

31d.

41nd. Code § 16-21-15-4(€) (2025).

5Ind. Code § 16-21-15-6 (2025).

8 Ind. Code § 16-21-15-7 (2025).

71d.

81d.

9Ind. Code § 16-21-15-8 (2025).

10 Ind. Code § 16-21-15-9 (2025).

4875-8155-6972.9
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place indefinitely as long as the recipient remained in compliance with the terms and conditions,
a COPA recipient may terminate a COPA upon thirty days notice after five years.?

This Report and Determination has been prepared in connection with the Department’s
review of an application for a COPA (the “Application”) filed on February 5, 2025, by Union
Hospital, Inc. (“Union”) and Terre Haute Regional Hospital, L.P. (“THRH") regarding Union’s
proposed acquisition by Union of substantially all of the assets of THRH and Regional Healthcare
Partners, LLC (“RH Partners’).

THE COPA STATUTE

The COPA Statute applies to a predominantly rural county that has a population less than
140,000 people, is not contiguous to a county with a population of more than 250,000 people, and
has only two hospitals located in the county, both of which participate in the statewide trauma
system and one of which is a teaching hospital with a medical residency program.’? If the two
hospitals enter into a“merger agreement,” either hospital (an “applicant”) may, prior to May 13,
2025, submit to the Department an application for a COPA in the manner prescribed by the
Department and provide copies of the application to the Office of the Secretary of Family and
Social Services (“*FSSA”) and the Office of the Attorney General (“OAG”).*® At aminimum, the
application must include a copy of the merger agreement and describe the proposed merger.** In
addition to filing the application, the applicant must also pay afiling fee and the reasonabl e charges
incurred by the Department.®

The Department is charged with reviewing applications. In its review, the Department is
required to consider a myriad of factors, including economic and financial considerations and
qualitative and quantitative public and population health benefits. Indiana Code Section 16-21-
15-4 (“ Section 4”) sets forth the Department’ s standard for review of COPA applications and its
decision.

Section 4 contains two subsections that describe the Department’ s standards for review and
approval of an application. Section 4(a) requires the Department to determine whether there is
“clear evidence” that the proposed transaction “would benefit the population’s health outcomes,
health care access, and quality of healthcare; and meet the standards described in this section.” 6
Section 4(c) separately requires that the Department grant the application if it determines, under
the totality of the circumstances, “there is clear evidence that the proposed merger would benefit
the population’s health outcomes, health care access, and quality of care in the county; and the

1 |nd. Code § 16-21-15-5 (2025).

12 |nd. Code § 16-21-15-1 (2025).

13 |nd. Code § 16-21-15-3 (2025).
Y,

154,

16 |nd, Code § 16-21-15-4(a) (2025).
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likely benefits resulting from the proposed merger outweigh any disadvantages attributable to a
potential reduction in competition that may result from the proposed merger.” *’

Section 4 further requires the Department to consider during its review of an application
the transaction’s effect on the following “Named Factors’:

5.

6.

The quality and price of hospital and health care services provided to Indiana
residents, including the demonstration of population health improvement of the
region serviced and the extent to which medically underserved populations have
access to and are projected to use the proposed services,

The preservation of sufficient health care services within the geographic areato
ensure public access to acute care;

The cost efficiency of services, resources, and equipment provided or used by
the hospitals that are a party to the merger agreement, including avoidance of
duplication of servicesto better meet the needs of the community;

The ability of health care payors to negotiate payments and service agreements
with the hospitals proposed to be combined;

Employment; and

Economic impact.8

Harmonizing the three subsections, the standard for the Department’s review is the
applicants must provide specific and credible evidence that after considering all relevant factors:

the benefits arising from the proposed merger that are likely to be implemented

and achieved would improve the health outcomes, health care access, and
quality of care of the population served by the applicants, including the
population of the county in which the applicants are located; and

the aggregate benefits arising from the proposed merger, whether affecting
health outcomes, health care access, and quality of care or otherwise, that are
likely to beimplemented and achieved outweigh any disadvantages attributable
to a potential reduction in competition that may result from the proposed
merger.

This standard reflects the General Assembly’ s determination that a merger may benefit the
public by maintaining or improving the quality, efficiency, and accessibility of health care services

17 |nd. Code § 16-21-15-4(c) (2025).
18 |nd, Code § 16-21-15-4(c) (2025).
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offered to the public, while a so requiring that the benefits resulting from the merger outweigh any
anticompetitive effects of the proposed merger. The standard established by the General Assembly
differs from the standard for mergers under federal antitrust law, which prohibit mergers and
acquisitions that may substantially lessen competition or tend to create a monopoly.°

When analyzing mergers, the Federal Trade Commission (“FTC”) and Department of
Justice use the analytical framework set forth in their jointly-issued Merger Guidelines® to
“evaluate the competitive impacted of a proposed merger.”?* Similarly, the OAG applies the
federal antitrust laws and Merger Guidelines when analyzing proposed mergers.?? Indiana's
antitrust laws have been interpreted to be consistent with the federal antitrust laws. %

The General Assembly could have required the Department to review a COPA application
using the standards employed by state and federal antitrust agencies but using the same standard
would render the COPA Statute a nullity and/or duplicative of existing state and federal antitrust
laws. Instead, the General Assembly directed the Department to replace competition with
regulation if the benefits to population health outweighed the anticompetitive effects of the
proposed merger and to separately consider whether the proposed merger would improve the
health outcomes, health care access, and quality of care of the population served by the applicants.

The General Assembly’s 2024 enactment of Indiana Code 25-1-8.5 (the “Notice Statute”)
distinguishesthe COPA Statute’ sanalytical framework from the framework used by the FTC. The
Notice Statute requires advance notice of certain healthcare transactions to be provided to the
OAG, the State’ s antitrust enforcement agency,?* to allow it time to review the transactions. Some
public commenters previously asserted that the Notice Statute’ s enactment evidences the General

1915U.S.C. § 18 (2025).

20 U.S. Department of Justice and the Federal Trade Commission, Merger Guidelines (December 18, 2023)
(hereinafter “Merger Guidelines”).

2! Federal Trade Commission, Federal Trade Commission Staff Submission to Indiana Health Department Regarding
the Certificate of Public Advantage Application of Union Health and Terre Haute Regional Hospital 8 (September 5,
2024) (hereinafter “FTC First Application Comment”).

2 Office of the Indiana Attorney General, The Office of Attorney General Todd Rokita’s Comments on the
Application for Certificate of Public Advantage Submitted by Union Hospital, Inc. and Terre Haute Regional Hospital,
L.P. 3 (Sept. 27, 2024) (hereinafter “ OAG First Application Comment”).

2 Brownsburg Community School Corp. v. Natare Corp., 824 N.E.2d 336, 348 (Ind. 2005). See Rumple v.
Bloomington Hospital, 422 N.E.2d 1309, 1315 (Ind. Ct. App. 1981) (“This section has been held to be modeled after
section 1 of the Sherman Antitrust Act,15 U.S.C. 1 (1976), and has been interpreted consistent with federal law
interpreting 15 U.S.C 1.”) (Internal citations omitted); Berghausen v. Microsoft Corp., 795 N.E.2d 592, 594 (Ind. Ct.
App. 2002) (“The Indiana Act was modeled after section two of the Sherman Antitrust Act, 15 U.S.C. 2 ... and has
been interpreted consistent with the federal law interpreting the Federal Act.”) (Internal citations omitted); Thompson
v. Vigo County Bd. Of County Com'rs, 876 N.E.2d 1150, 1155 (Ind. Ct. App. 2007)) (“Due to the dearth of decisions
under the Indiana statute, our courts use decisional law under the similar federal antitrust law, section 4 of the Clayton
Anti-Trust Act, 15 U.S.C. Section 15.”) (Internal citations omitted); and City of Auburn Through Bd. Of Public Works
and Safety v. Mavis, 468 N.E.2d 584, 585 (Ind. Ct. of App. 1984) (“Due to the dearth of decisions under IC 24-1-2-3
& -7, Indiana courts use decisional law under the similar federa antitrust law, Section 4 of the Clayton Anti-Trust
Act, 15 U.S.C. Section 15”) (Internal citations omitted).

% nd. Code § 24-1-1-5.1 and 24-1-1-5.2 (2025); Ind. Code § 24-1-2-5 and 24-1-2-5.1 (2025); Ind. Code § 24-1-3-3.1
(2025); Ind. Code § 24-1-4-2 and 24-1-4-5 (2025).
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Assembly’ s concerns about lack of competition in healthcare and/or intent to promote competition
in healthcare.® Those comments imply that the Notice Statute’ s enactment after adoption of the
COPA Statute should change the Department’s standard for review of a COPA application.
However, the General Assembly neither amended nor repealed the COPA Statute when it enacted
the Notice Statute. Moreover, in the 2025 legid ative session, the General Assembly amended the
COPA Statute after extensive debate will full knowledge that Union and THRH had filed a COPA
application.?® While the amendment prohibits submission of applications after May 13, 2025, it
did not change the standards for issuance of a COPA.

Therefore, the Department finds that with respect to mergers covered by the COPA Statute,
the General Assembly has not changed its determination that replacing competition with regulation
will benefit the public if the standards for COPA approval are satisfied. At the same time, while
incorporating the analytical framework used by the FTC, the Department’ s analysis necessarily is
broader and may consider factors and benefits that would not be considered by state and federal
antitrust authorities.?’

If the Department grantsa COPA, the COPA recipient must comply with the COPA’ sterms
and conditions and submit an annua report to the Department, the OAG and the General
Assembly.?® The COPA Statute specifies certain information that must be included in the annual
report. In addition, the COPA Statute requires the Department to actively monitor and supervise
the COPA recipient throughout the COPA’s term to ensure the recipient’s conduct furthers the
purposes of the COPA Statute,?® and until July 1, 2026, the Department must further determine
that the COPA recipient continues to meet the standards for COPA issuance.*

Throughout the COPA’ s term, the recipient may not increase its charge for any individual
service by more than the increase in the prior year’s Consumer Price Index for Medical Care.! In

S FTC First Application Comment at 2 (“Initsfinal report, the task force recommended that the state require merging
healthcare entities to provide at least six months' notice of mergers and acquisitions to the state so that they can be
reviewed appropriately. The Indiana state legislature recently adopted this recommendation by passing legislation
broadening the Indiana Attorney General’s authority to monitor the consolidation of healthcare providers, which
became effective in July 2024.”); OAG First Application Comment at 2 (“Indeed, the General Assembly has
consistently and frequently expressed concerns with health care pricing and competition in Indiana markets, both
before and after passage of the COPA law, and has pursued measures intended to promote competition, e.g., the
Reporting of Health Care Entity Mergers and Acquisitions law passed in the 2024 Session.”).

% Senate Enrolled Act No. 119 (2025) (signed by the Indiana Governor on Apr. 22, 2025); Feb. 12, 2025 Senate
Health and Provider Services Committee Hearing on SB 119
https.//iga.in.gov/session/2025/video/committee_health_and provider_services 3900/ (visited May 21, 2025).

27 Inits April 17, 2025 comments, the OAG recognized that “the Department of Health must use traditional antitrust
analysis in combination with COPA statute guidelines.” Office of the Indiana Attorney General, The Office of
Attorney General Todd Rokita's Comments on the Resubmission of the Application for Certificate of Public
Advantage Submitted by Union Hospital, Inc. and Terre Haute Regional Hospital, L.P. 3 (Apr. 17, 2025) (hereinafter
“OAG Second Application Comment”).

2 Ind. Code § 16-21-15-8 (2025).

2 Ind. Code § 16-21-15-7(a) (2025).

%0 Ind. Code § 16-21-15-6 (2025).

3l Ind. Code § 16-21-15-7 (2025).
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addition, for the first five years, the recipient must invest the realized cost savings from the
efficienciesand improvementsidentified inits COPA application for the benefit of the community
it serves.®

In addition to its active supervision and monitoring role, the Department can investigate a
COPA recipient, require the recipient to take action or refrain from action and revoke the COPA,
if it determinesthe recipient is not complying the COPA Statute or its COPA terms and conditions,
the COPA was obtained on the basis of material misrepresentation, the recipient failed to pay afee
or the COPA'’ s benefits no longer outweigh the anticompetitive effects of the merger.>

Finally, the COPA Statute allows a COPA recipient to request termination of its COPA
five years after its date of issuance.** Upon termination, the COPA recipient ceases to be subject
to the provisions of the statute (including the limitation on charge increases) and any terms and
conditions of the COPA, and the merger ceases to be immune from state and federal antitrust laws.
However, the Department recognizes that five years after the COPA'’ sissuance, there will be few,
if any, effective means for assuring that the population served by the COPA recipient will not
suffer the anticompetitive effects arising from the merger that were mitigated by the COPA.

APPLICANTS

Union Hospital, I nc.

Union is an Indiana non-profit corporation that owns and operates, and holds the Indiana
hospital license for, Union Hospital located north of I-70 at 1606 North Seventh St., Terre Haute,
Indiana. Union’s sole member is Union Health System, Inc., an Indiana non-profit corporation
(“Union Health System”). Union Hospital provides comprehensive health care services to
residents of Vigo County, Indiana, and several surrounding counties, including Clay, Parke and
Vermillion counties in Indiana. It is afull-service acute care hospital licensed for 341 beds (and
currently staffs and operates 257 acute care beds). In 2022 and 2023, Union Hospital’s average
inpatient census was 197 and 210, respectively, and Union Hospital’ s average outpatient census
was 28 and 16, respectively.® It provides in-patient and out-patient services, including medical,
surgical, obstetric, pediatric, coronary care, post-coronary care, emergency, and intensive care
services. Union Hospital isaLevel 111 trauma center®® and the only certified trauma center located

32 d.

33 Ind. Code § 16-21-15-9 (2025).

34 Ind. Code § 16-21-15-5 (2025).

35 2025 Application for Certificate of Public Advantage (submitted by Union and THRH) 26 (February 5, 2025)
(hereinafter “2025 App.”). See also 2025 App. at 27 (Outpatient census is calculated as total patient hours in
observation status divided by 24 hours divided by 365 days).

36 A Level I11 trauma center has demonstrated an ability to provide prompt assessment, resuscitation, surgery, intensive
care and stabilization of injured patients and emergency operations, has twenty-four hour immediate coverage by
emergency medicine physicians and the prompt availability of general surgeons and anesthesiologists, has transfer
agreements for patients requiring more comprehensive care at aLevel | or Level |11 trauma center and provides back-
up care for rural and community hospitals. American Trauma Society, Trauma Center Levels Explained
https.//www.amtrauma.org/page/traumalevels (visited May 21, 2025).
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Union Hospital’s Behavioral Health program provides inpatient consultations or
consultations in the emergency room and does not provide services arein aprimary care setting or
have adedicated in-patient capability.*® Asaresult, Union Hospital patients suffering from mental
health conditions such as depression, anxiety, and substance use disorders receive specialized
behavioral healthcare only if they are hospitalized for another medical concern or being seen in
the emergency room.

Union also owns and operates Union Hospital — Clinton (“ Union Hospital Clinton”) located
at 801 S. Main St., Clinton, Indiana. Union Hospital Clinton is licensed separately from Union
Hospital, has Medicare and Medicaid provider numbers separate from Union Hospital, and is
designated by CMS as a “critical access hospital.”** Union Hospital Clinton primarily serves
residents of Parke and Vermillion counties in Indiana.®® Union Hospital Clinton has twenty-five
licensed beds*® and provides, among other services, cardiology services, imaging services, surgery
services and an emergency department.*” Union Hospital Clinton is Chest Paint Accredited and
designated as a Stroke Ready Center.*®

Union Healt_ owns Union Associated Physicians
Clinic, LLC, an Indiana limited liability company (*Union Physicians’), which operates a multi-
specialty physician clinic with approximately 180 physicians and allied health providers.*® These
providers provide services, including cardiology, ENT, family medicine, obstetrics/gynecology,
oncology and urology, at approximately 20 locations in Clay, Parke and Vigo countiesin Indiana
and Clark County in 1llinois.®® Union Physicians’ |ocations are predominantly north of I-70, other
than three family medicine locations and one surgery center/rehabilitation location.>* Union and
Union Physicians employ or contract with 94 primary care physicians (physicians who are board
certified in family medicine, internal medicine, pediatrics, or obstetrics-gynecol ogy).>?

In addition, providers employed by Union and/or Union Physician Services provide
healthcare services at several other locationsin Clay, Putnam, Sullivan and Vigo Counties, Indiana
and in east central Illinois, including smaller hospitals, healthcare centers and nursing homes.>

4 Union Hedlth, Inc., Behavioral Health https://www.myunionhealth.org/services/behavioral -health/conditions-we-
treat (visited May 14, 2025); 2025 App. at 14.

42025 App. a 14 fn. 12.

42025 App. at 17.

% Ind. Dept. of Health, Hospital Directory https://www.in.gov/health/reports’QAM | S/hosdir/wdirhos.htm (visited
May 20, 2025).

47 Union Hedlth, Inc., Union Hospital Clinton https://www.union.health/about-us/union-hospital -clinton/ (visited May
14, 2025).

48 Union Health, Inc., Union Hospital Clinton https://www.union.heal th/about-us/union-hospital-clinton/ (visited May
14, 2025).

492025 App. at 5 and 19.

S0 Att. 11.c.1 to 2025 App.

51 Union Hedlth, Inc., Find a Location https://www.union.health/locations/ (visited May 14, 2025).

522025 App. at 41.

532025 App. at 23.
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Union is a member of the Stratum Med Accountable Care Organization (“ACQ”), which
is a group of doctors, hospitals and other healthcare providers who come together voluntarily to
provide coordinated high-quality care to Medicare patients.>* Union Hospital’s ACO covers 9,679
patients.>® The population health team at Union Hospital consists of fifty-two full-time employees
including ambulatory pharmacists, palliative care providers, nurse navigators, and dieticians.®

Union Hospital holds the following accreditations™’:
e Magnet Recognition Program (from American Nurses Credentialing Center)
e Level Il1 OB and NICU (from the Indiana Department of Health)
e BlueDistinct for Cardiac Care (from Anthem Blue Cross Blue Shield)

e Cardiovascular & Pulmonary Rehabilitation Certification (from American
Association of Cardiovascular and Pulmonary Rehabilitation)

e Chest Pain ACHE Accreditation (from the American College of Health Care
Executives)

e ACHC Primary Stroke Center (from the Accreditation Commission for Health
Care)

e Tota Joint ACHE Accreditation (from the American College of Heath Care
Executives)

e ACS Commission on Cancer (from the American Cancer Society)

e Stroke Gold Plug/ Target: Stroke Honor Roll Elite (from American Heart
Association/American Stroke Association)

e American Society Gastrointestinal Endoscopy Recognition Program (from
American Society Gastrointestina Endoscopy)

e BlueDistinct for Maternity Care (from Anthem Blue Cross Blue Shield)

o Gold Safe Slegp Champion (from Cribs for Kids)

5 Centers for Medicare and Medicaid Services, Accountable Care Organizations (ACOs): General Information
https://www.cms.gov/priorities/innovation/innovation-

model /A CO#.~.text=A ccountabl €%620Care%200rgani zati ons%20(A COs) %20ar e, the%20M edi care%20pati ents%2
Othey%20serve (visited May 16, 2025).

552025 App. at 39.

%6 2025 App. at 39.

572025 App. at 43-44.
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Table 3: Overlapping and Non-Overlapping Healthcar e Services offered at Union Hospital
and Regional Hospital.

Behavioral Health*
Cardiology
Dialysis
Emergency Care
Family Medicine
General Surgery
Infusion Center
Intensive Care
Internal Medicine
Labor & Delivery
Maternity
Medical Rehab
Neurology
OBGYN

Oncology
Orthopedic Surgery
Pediatrics
Pulmonary
Radiology

Speech Therapy
Surgery

Urology

Wound Care

Overlapping Services

At-home Monitoring
Convenient Care

Ear, Nose, and Throat
Family Medicine Residency
Joint Replacement

Level Il NICU

Level Il Trauma Center
Occupational Medicine
Ophthalmology

Pain Management
Palliative Care

Population Health
Rheumatology

Sleep medicine

Dexascan

Ambulatory Surgery
Behavioral Health Inpatient Unit

Services only at Union Hospital

Services only at Regional Hospital
*Service only offered as inpatient or ER consult by Union Hospital

PROPOSED TRANSACTION

On September 12, 2023, Union, THRH, RH Partners and HTI Hospital Holdings, Inc.
(“HTI”) entered in an asset purchase agreement (the “Purchase Agreement”), which was
subsequently amended on October 23, 2023. Pursuant to the Purchase Agreement, Union or an
affiliate of Union would acquire substantially all of the assets of THRH and RH Partners (the
“Proposed Merger”) for a purchase price of _ subject to adjustment for working
capital.”” In addition to acquiring the operating assets of THRH and RH Partners, subject to pre-

772025 App. at 12-13; Attachment |.e to the 2025 App. (withheld from public disclosure).
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employment screening and verification, Union will offer employment to all THRH and RH
Partners  employees (other than certain senior level executives) at wage and salary levels
consistent with such employees' wages or salariesimmediately prior to the closing of the Proposed
Merger and other benefits comparable to the benefits provided to similarly situated Union
employees.”

APPLICATION

On September 14, 2023, Union and THRH (together, the “Applicants’) submitted an
application to the Department, FSSA and OAG (the “2023 Application”). After aninitial review
of the Application, the Department issued a written request for additional information (“RFI_1")
on October 27, 2023. The Applicants responded to RFI 1 on January 9, 2024, and submitted
additional information requested by the Department on February 6, 2024.

The Department issued a second written request for additional information (*RFEI2") on
February 13, 2024, and requested transaction-level data pursuant to a third written request for
additional information on April 2, 2023 (“*RFI3"). The Applicants provided the requested
transaction-level data on June 1, 2024, and completed their response to RFI 2 on July 29, 2024.
On August 6, 2024, the Department notified the Applicants that the 2023 Application was
complete. This notice commenced the Department’ s 120-day review period.

The Department opened aportal for interested members of the public to submit comments.
The comment period concluded thirty days after the Department’s review period commenced on
September 6, 2024. The Department received 392 public comments. Approximately 14% of the
comments were in favor of the Proposed Merger and approximately 86% of the comments were
against the Proposed Merger. In addition, the Department received comments from staff of the
FTC on September 5, 2024,” and comments from the OAG on September 27, 2024.%° Both the
FTC staff and the OAG advised the Department that they opposed the Proposed Merger because
the Proposed Merger would result in a substantial reduction in competition in violation of state
and federal antitrust laws.

Subsequent to the A pplication being deemed compl ete, the Applicants submitted additional
information regarding benefits that may arise as aresult of the Proposed Merger and responded to
the FTC and OAG comments. The Applicants withdrew the 2023 Application on November 22,
2024.

On February 5, 2025, the Applicants submitted the Application to the Department, the
OAG and FSSA. The Department deemed the Application complete on February 21, 2025.

The Department opened a second portal for thirty daysfor interested members of the public
to submit comments. The comment period concluded on March 23, 2025. During the comment

78 2025 App. at 12-13, 31; Purchase Agreement Section 7.1 (withheld from public disclosure).
® FTC First Application Comment.
8 OAG First Application Comment.
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period, the Department received 393 public comments. Approximately 32% of the commentswere
in favor of the Proposed Merger and approximately 65% were against the Proposed Merger. In
addition, the Department received supplemental comments from the FTC staff on March 17,
2025, and supplemental comments from the OAG on April 17, 2025.8 Both the FTC staff and
the OAG advised the Department that they continued to oppose the Proposed Merger.

On May 2, 2025, the Department conducted a public meeting in atown hall format at Ivy
Tech Community College in Terre Haute, Indiana. Approximately 245 people attended the
meeting, and 44 local officials, current and retired employees of the Applicants and community
members made public comments. Approximately 63% of the speakers indicated that they werein
favor of the Proposed Merger and 25% of the speakers indicated that they were against the
Proposed Merger. The Department also received forty additional written comments at the public
meeting. Approximately 65% of the additional commenters opposed the Proposed Merger and
approximately 18% of the additional commenters supported the Proposed Merger.

Subsequent to the A pplication being deemed compl ete, the Applicants submitted additional
information regarding the benefits that may arise as aresult of the Proposed Merger, the potential
anticompetitive effects of the Proposed Merger and the future viability of Regional Hospital.

APPLICANTS ELIGIBILITY TO SUBMIT A COPA APPLICATION

The Applicants were eligible to submit the Application because they and Vigo County
satisfy the requirements of Section 1 of the COPA Statute. According to the United States Census
Bureau, Vigo County has a population less than of 140,000 and is not contiguous to a county with
apopulation greater than 250,000.8% In addition, Vigo County is predominantly rural with 88.4%
of its land area classified as rural by the Census Bureau.®* Finally, there are only two hospitals
located in Vigo County (the Applicants), both are enrolled in Indiana s statewide trauma system
and Union maintains amedical residency program.®

Some public commenters asserted that the Applicants were not eligible to seek a COPA
after THRH closed its Level 111 trauma center in August 2024.85 The Department finds that the
plain language of the COPA Statute refers to a “trauma care system,” not “trauma centers,” and

81 Federal Trade Commission, Federal Trade Commission Saff Submission to Indiana Health Department Regarding
2025 Certificate of Public Advantage Application of Union Health and Terre Haute Regional Hospital (March 17,
2025) (hereinafter “FTC Second Application Comment”).

82 OAG Second Application Comment.

8 U.S. Census Bur., County-level 2020 Census Urban and Rura Information for the U.S., Puerto Rico, and Island
Areas sorted by state and county FIPS codes (updated September 2023); https.//www.census.gov/programs-
surveys/geography/quidance/geo-areas/urban-rural .html (visited May 20, 2025) (hereinafter “County-level Census
Information”). As of the 2020 Census, Vigo County had a population of 106,153.

81d.

852025 App. at 10.

8 See OAG Second Application Comment at 3; Anonymous Public Comment (“Does this acquisition even [qualify]
sincethefollowing criteriano longer applies? Hasonly two (2) hospitalsthat are both in the statewide comprehensive
trauma care system under 1C 16-19-3-28 and one (1) of the hospitals is a teaching hospital with a medical residency
program. Terre Haute Regional Hospital no longer participates as atraumafacility.”).
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that the Applicants hospitals participate in the State' s trauma system because in addition to Union
Hospital’s Level 111 trauma center, THRH participates in the statewide trauma registry .8’

On the basis of the foregoing, the Department finds that the Applicants are eligible to
submit an application seeking a COPA.

THE GEOGRAPHIC AREA SERVED BY THE APPLICANTS

In the 2025 Application, the Applicants describe the counties they primarily serve (Vigo,
Clay, Greene, Parke, Sullivan and Vermillion countiesin Indiana) astheir “ Service Area.”® These
same counties were described as the “Wabash Valley Community” in the 2023 Application. &
Because the terms “Service Area’ and “Wabash Valey Community” are used as a shorthand
description of the community in which the Applicants provide healthcare services but are not
intended to describe the geographic market in which the Applicants compete, this Report refersto
these counties as the “Wabash Valley Community.”

The Applicants included portions of these counties within their “primary service areas’ %
for in-patient services using Indiana Hospital Association discharge datafor 2019 through thefirst
quarter of 2023: %' Table 4 identifies the ZIP codes and counties comprising each Applicant’s
primary service area.

87 |t should also be noted that in its consideration of the 2025 amendment to the COPA Statute, the members of the
General Assembly were aware of the Application and that THRH had closed its trauma center but indicated that the
intention of the COPA Statute was to allow the Applicantsto file a COPA application.

88 2025 App. at 4. See“Geographic Marketsin which Applicants Compete” below.

892023 App. at 3.

0 “Primary service area’ as defined for purposes of the Application is the smallest number of ZIP codes from which
an Applicant obtains eighty percent of its discharges.

912025 App. a 17. It is noted that the Applicants did not include any of their discharges of patients located in the
State of Illinois; however, in light of the COPA Statute’'s focus on Indiana residents, the Department has determined
that the lack of information regarding Illinois patients does not significantly hinder the Departments’ analysis.
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For the other five counties, the top four largest employer sectors are listed in descending

order10Z:

Sullivan County: government (1,979), retail (804), manufacturing (745), and

farming (424).

Vermillion County: construction (943), retail (789), government (745), and

manufacturing (710).

Parke County: government (1,023), retail (693), manufacturing (543), and

farming (546).

Greene County: government (1,972), retail (1,423), construction (799), and

farming (838).

Clay County: manufacturing (2,896), government (1,230), retail (1,257), and

food service (672).

Health Status of the Wabash Valley Community

The Wabash Valley Community faces significant health needs. 1n 2021, Union completed
a Community Needs Assessment (the “CNA”) to identify the health needs within the Wabash
Valley Community. The CNA evaluated primary and secondary data sources and identified the

following as significant, often inter-rel ated, health needs;**®

Access to Hedlth Care/ Primary Care
Drug and Alcohol Dependency
Cancer

Diabetes

Economy

Food Insecurity

Heart Disease

Birth Outcomes/ Infant Mortality

Behavioral Health
Obesity

Lack of Exercise

STls

Breast Cancer
Tobacco / Vaping
Lack of Transportation

Women's Hedlth

102 Stats Indiana and Ind. Dept. of Workforce Dev., Hoosiers by the Numbers In-Depth Regional Profiles
https.//www.hoosi erdata.in.gov/profiles.asp?scope_choice=a& county changer=18153& id=2& page path=Area+Pro
files& path_id=11& menu_level=smenul& panel_number=1 (visited May 22, 2025).

18 CNA at4.
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570 residents, while Sullivan County had the worst ratio with one mental healthcare provider for
every 2,310 residents.1%

Physician Shortages. The Applicantsdescribein the Application that a physician shortage
exists in the Wabash Valley Community for the following specidties. cardiology, urology,
gastroenterology, neurology, neurosurgery, and oncology. The physician shortages are
attributable to aging physicians, challengesin recruiting for arural location, lack of depth in some
specialties and the resulting increased call coverage requirements.¢’

Other Healthcare Service Providersin the Wabash Valley Community

The Wabash Valley Community contains a variety of healthcare facilities that provide an
array of services ranging from general acute care to addiction rehabilitation. In addition to the
Applicants, who are primarily located in Vigo County, and Union Hospital Clinton located in
Vermillion County, there are three other hospitals: Ascension St. Vincent Clay in Clay County
(“Ascension Clay Hospital”), Greene County General Hospital in Greene County (“ Greene County
Hospital”), and Sullivan County Community Hospital in Sullivan County (“Sullivan County
Hospital”).1® Like Union Hospital Clinton, these three hospitals are critical access hospitals,®
and none have a verified trauma center.*'° Residents of the Wabash Valley Community also seek
hospital care from hospitals physically located outside of the Wabash Valley Community.

In addition to these six hospitals and their related locations, there are fifty-one other
providers of inpatient and outpatient service providers in the Wabash Valley Community.t*
Twenty-two of these providers provide homecare, hospice, and inpatient senior living

106 Compare Counties.

107 2025 App. at 55-56.

108 2025 App. at 59-60.

109 | ndiana Department of Health, Indiana Critical Access Hospitals by Public Health Preparedness Districts (2023)
(available at https.//www.in.gov/health/trauma-system/filess CAH-by-PHPD-2023-no-dunn.pdf) (visited May 22,
2025).

0 Indiana Department of Health, Trauma Centers https://www.in.gov/health/trauma-system/indianas-trauma-
system/trauma-centers/ (visited Nov. 3, 2024).

11 See “ Geographic Markets in which the Applicants Compete” below.

112 2025 App. at 62-64. These facilities may largely be disregarded for purposes of this analysis asthey do not provide
comparable services to those offered by the Applicants. Of the 51 providers: 22 provide homecare, hospice, and
inpatient senior living arrangements.
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The Department further sought assurances that existing service levels and access to health
care delivery would be preserved, if not expanded, as a result of the Proposed Merger. The
Commitments to maintain current service lines and to require Department approval prior to any
significant changes provide a safeguard agai nst service disruption are responsive to these concerns.
Additionally, the planned increase in psychiatric and intensive care unit (ICU) bed capacity in the
Service Area addresses a growing demand for higher-acuity services in the region amidst rising
behavioral health needs and an aging population.

The Commitments also include targeted initiatives aimed at improving population health
outcomes, with a focus on vulnerable populations such as individuals experiencing housing
instability or food insecurity. The requirement to convene stakeholders to address poor health
metrics demonstrates a strategic approach to addressing public health challenges. Because poor
population health is directly tied to rising health costs and economic impacts such as workforce,
these approaches to addressing health disparities and improving outcomes have broad effects.

The Pricing Commitments, particularly those outlined in Addendum 3, are central to
reducing the impact of the Proposed Merger on payor negotiations and patient affordability and
guarding against price increases holistically. In addition to the COPA Statute’s limitation on
chargemaster increases, these provisions establish an absolute limitation of 265% of Full Medicare
for commercial payor aggregate rates for inpatient and outpatient services. The pricing limitations
further prohibit Union from converting service delivery locations from non-hospital-based billing
to hospital-based billing without Department approval. This billing location provision rooted in
the principles of site neutrality hel ps protect employers and consumers from unwarranted increases
in the cost of care. Furthermore, Union is required to offer al Indiana employers a direct-to-
employer arrangement at or below the 265% of Full Medicare benchmark. These pricing
limitations extend beyond the COPA Term and remain in effect for five years after termination of
the COPA (aminimum of ten years), providing long-term protection against excessive pricing.

Employment protections and workforce development initiatives, including guaranteed
offers of employment at the same or better wages and salaries, investments in graduate medical
education, and the creation of new training programs, are expected to positively influence both the
economic stability of the Service Areaand the availability of qualified health care professionals.

Taken together, the Commitments, if fully implemented and effectively overseen, arelikely
to result in meaningful improvements in hedth care access, quality, and outcomes for the
community served. The weighting of the relative benefit of each of the 62 Commitments is
analyzed at the conclusion of this report.
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CONSIDERATION OF WHETHER THE PLANSTHAT ARE LIKELY TO BE
IMPLEMENTED AND ACHIEVED WOULD IMPROVE HEALTH OUTCOMES,
HEALTHCARE ACCESSAND HEALTHCARE QUALITY OF THE POPULATION
SERVED BY THE APPLICANTSAND OF VIGO COUNTY

Improvement in health outcomes, access, and quality for the popul ation of the Service Area
is dependent on Union's achievement of the proposed plans and implementation of the
Commitments following consummation of the Proposed Merger.

The potential risk that Union’s plans, particularly the Commitments, will not be
implemented is mitigated by the Terms and Conditions. The Terms and Conditions establish
requirements for Union to create and seek Department approval of detailed Implementation Plans,
provide ongoing reporting to the Department, make publicly available information concerning the
Merger and the Commitments, and provide opportunities for public input on the impact of the
Merger. Finally, the robust enforcement options for instances of noncompliance will increase the
likelihood Union will execute the plans for the benefit of the population served.

| mplementation Plans

The COPA Terms and Conditions require Union to seek Department approval of adetailed
Implementation Plans. Within ninety (90) days of consummation of the Proposed Merger, a
written Initial Implementation Plan must be submitted. This Initial Implementation Plan must
include the tasks, resource requirements, deadlines, risks and mitigation mechanisms for
implementation and execution of the Commitments as well as Union's methodologies and
procedures for measuring, tracking, reporting and reinvesting in the Service Areathe realized cost
savings. The Department may provide Union with comments and feedback consistent with the
Terms and Conditions, which must be incorporated into an updated plan. Union is required to
demonstrate to the Department through the Implementation Plan that the Commitments are
reasonably likely to be completed and achieve the Public Advantage.!**

The exercise of creating and submitting for Department review and approva the
Implementation Plan compel s Union to undertake athorough assessment of the resources and tasks
required for execution. This process necessitates the identification of personnel, resources, and
timelines, thereby facilitating the development of detailed project plans. In addition to enhancing
internal planning and accountability, this structured approach provides the Department with
greater transparency into Union’s operational activities. As a result, it enables more robust
oversight and fosters an environment in which expectations and progress can be clearly monitored
and evaluated.

Annual Reporting

Union must submit an Annual Report to the Department each year by April 30"
comprehensively addressing all activities related to the COPA for the prior Fiscal Year. Each

121 COPA Terms and Conditions Section 2.11.
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Annual Report must be certified by Union’s Chief Executive Officer and Chief Financia Officer
and be in a format specified by the Department. A copy of the Annua Report must also be
submitted to the Office of the Attorney General and the General Assembly and will be posted on
the Department’ s website.’??

The Annual Report must address Union’s compliance (or non-compliance) with, and steps
taken to achieve, each Commitment, the Approved Implementation Plan, and each of the Terms
and Conditions pursuant to the COPA Statute. Given the importance of guarding against price
increases caused by the Proposed Merger, the Annual Report must also include asummary of steps
taken to reduce the costs of care delivered, reduce amounts paid by Payors and to improve
efficiency. Inorder to ensure accessto health care servicesis maintained within the Service Area,
Union must also provide a description of any services or functions consolidated during the year
and a description of any material changes in volume or availability of services offered. Finally,
the Annual Report must include a list of all Noncompliance Notices, Department Actions and
Plans of Correction initiated during the relevant year or in prior years that have not been fully
resolved.'?®

Each Commitment requires, at a minimum, an attestation of compliance in the Annual
Report. Many of the Commitments also require specific data and reporting beyond attestation.
The Department retains the authority to require additional information as necessary to assess
Union’s compliance and/or progress toward fulfilling each Commitment.

For example, for each of the Enhancement Commitments related to provider recruitment
and workforce expansion, Union must include in the Annual Report a description of its progress
towards meeting this Commitment. The information must include specific data points, including
the number of providersrecruited and their practice areas, the sources and methods of recruitment,
the number of offers extended, the number of new providers retained and their practice areas, the
employment location of each retained provider, the funding spent on recruitment efforts, a
descri pti(;n of any challenges or unique circumstancesin recruitment in the prior year and plansto
address.!?4

Similarly, the Commitment to conduct at least 12 Pop-Up Clinics per year to provide
healthcare services to the homeless community in the Service Area requires detailed reporting in
the Annual Report. Union must include a detailed listing of each Pop-Up clinic conducted,
including the date, location, duration, number of patients served, a summary of services provided,
the number of employees and non-employees that provided services at the clinic, the resources
used to conduct the clinic and any other information that would enable the Department to
determine compliance.'?®

122 COPA Terms and Conditions Section 2.12(i).

123 COPA Terms and Conditions Section 2.12(ii).

124 COPA Terms and Conditions — Exhibit B “Commitments’ Enhancement Commitments #4-6.
125 COPA Terms and Conditions — Exhibit B “Commitments” Population Health Commitment #3.
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Finally, the Commitment for Union to reinvest into the Service Areathe cost savingsin the
first five years of the Merger requires the Annual Report to include detail of the cost savings
realized each year and a description of how those savings are being reinvested to help improve the
health status of the community.1?

Quarterly Reporting and M eetings with the Department

In addition to the Annual Reporting requirements, Union is required to meet with the
Department on a quarterly basis and submit a Quarterly Report. The Quarterly Report must
address the actions taken during the relevant quarter in connection with each Commitment and the
Approved Implementation Plan, the information required to be reported pursuant to any
Commitment, and a list of al Noncompliance Notices, Department Actions and Plans of
Correction initiated during the relevant quarter or that have not been fully resolved from prior
quarters.*?’” These regular touchpoints will allow the Department to consistently monitor progress
toward implementation of the Commitments and take action, if needed.

Transparency Website

Throughout the duration of the COPA Term, Union is required to maintain a publicly
accessible transparency website that serves as a centralized and reliable source of information for
the public. Thiswebsite entitled “Healthier Together” must include comprehensive and regularly
updated content pertaining to the COPA, including the quality of health care services, access to
care, and the affordability of health care within the Service Area, particularly in the context of the
Merger.

The website must be designed to ensure that al information is presented in a manner that
is both understandable and accessible to a broad audience. It will provide clear, timely updates on
the implementation and progress of the COPA, as well as ongoing initiatives aimed at improving
community health outcomes. In addition, the website must publish all updates and reporting
measures required under the Commitments, thereby reinforcing transparency, accountability, and
public engagement.*?®

Furthermore, Union isrequired to make publicly available the finalized reports of research
studies evaluating the impact of the COPA on community health metrics and outcomes and the
economic conditions within the Service Area. '° These reports are essential for assessing the
broader implications of the Merger and for informing future policy and planning decisions.

126 COPA Terms and Conditions — Exhibit B “Commitments’ Other Commitment #2.

127 COPA Terms and Conditions Section 2.13.

128 COPA Terms and Conditions Section 2.15.

129 COPA Terms and Conditions — Exhibit B “Commitments’ Population Health Commitment #5 and Employment
and Economic Impact Commitment #5.
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The*“Healthier Together” website must also include the results of the annual employee and
physician satisfaction surveys.** These surveys areintended to support workforce stability, which
isacritical component in each of the areas of healthcare access, quality, and outcomes.

Finally, thiswebsite must include detail on the reinvestment of cost savingsinto the Service
Area. Thissection of the website will allow the community to gain insight into the amount of cost
savings realized each year and how those cost savings are being reinvested to help improve the
health status of the community. ™

Annual Listening Session

The Terms and Conditions require Union to host at least one public listening session
annually during which the residents of the Service Area can provide oral and/or written feedback
regarding the Merger, Union’s service quality, efficiency and accessibility of care, and effects of
the COPA. The date, time, and location for each listening session must be publicly advertised on
each hospital’ swebsite and social media account at |east thirty (30) days before the event and must
be live streamed, recorded and made publicly available.

The date and time of each listening session is subject to the Department’s approval and
Union must notify the Department and the Attorney General of the schedule for listening sessions.
A summary of the listening sessions must be included in the Annua Report, including the number
of attendees, any materials presented at the listening session, copies of any written feedback
received from the public and a summary of any oral public comments received.*?

Board of Directors Appointment

To ensurethe State of Indiana has ameaningful and ongoing opportunity to engage directly
with Union leadership regarding the COPA and its implications for the Public Advantage, the
Terms and Conditions provide the Governor with the authority to appoint two membersto Union’s
Board of Directors for the duration of the COPA Term. Furthermore, at least one of these
gubernatorial appointees must serve on key committees, including the audit, governance, and
executive committees, as well as any future committee established to oversee COPA compliance.
This structure is designed to guarantee that the Governor’ s appointees have comprehensive access
to relevant information and an active role in critical decision-making processes, thereby
reinforcing transparency, accountability, and alignment with the public interest.**

Penalties and Noncompliance

The likelihood of Union’s implementation of its proposed plans and commitments is
further strengthened by the deterrence effect of the established penalties and effects of

130 COPA Terms and Conditions — Exhibit B “Commitments’ Employment and Economic Impact Commitment #4.
131 COPA Terms and Conditions — Exhibit B “Commitments’ Other Commitment #2.

132 COPA Terms and Conditions Section 2.14.

133 COPA Terms and Conditions Section 2.10.
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noncompliance. The Department is equipped with a wide range of enforcement options if Union
failsto comply with the COPA Statute or the Terms and Conditions.

As is typical in regulatory oversight frameworks, the Department has the authority to
investigate Union’ s activities to determine compliance with the Terms and Conditions and require
and oversee implementation of aPlan of Correction in the case of noncompliance. The Department
may also issue afinein an amount based on the impact to the Public Advantage. The fine must be
paid to the Healthy Hoosiers Foundation, Inc. and the funds invested into the Service Areaiin a
manner designed to address the areas of need affected by the noncompliance.

The Terms and Conditions define specific instances of noncompliance that constitute a
Significant Violation. These more material actions include repeated violations of the
Commitments, any material violation of the Pricing Commitments, any violation of the COPA
Statute, failure to submit the Annual Report, and failure to cooperate with audits and
investigations, among other activities.

In the case of a Significant Violation, the Department may appoint an independent third-
party monitor to oversee and evaluate Union's adherence to rectifying noncompliance and
preventing future violations. Additionally, to ensure appropriate accountability and leadership
engagement in executing the plans to improve healthcare access, quality, and outcomes, the
Department may also require Union to limit the total compensation of its most senior executive
officer to a maximum amount that is consistent with executive compensation in health systems of
similar size.®

CONSIDERATION OF WHETHER THE AGGREGATE BENEFITSARISING FROM
THE TRANSACTION THAT ARE LIKELY TOBE IMPLEMENTED AND ACHIEVED
OUTWEIGH ANY DISADVANTAGESTO A POTENTIAL REDUCTION IN
COMPETITION THAT MAY RESULT FROM THE PROPOSED MERGER

The second element of the Department’ s analysisis whether the Applicants have provided
specific and credible evidence that, after considering all relevant factors, the aggregate benefits
arising from the Proposed Merger that are likely to be implemented and achieved, whether
affecting health outcomes, health care access, and quality of care or otherwise, outweigh any
disadvantages due to a potentia reduction in competition that may result from the Proposed
Merger. Thisanalysisrequiresthe Department to balance:

o thedisadvantages arising from any potential reduction in competition that may
result from the Proposed Merger (the “ Anticompetitive Effects’); and

e the aggregate benefits arising from the Proposed Merger that are likely to be
implemented and achieved (the “ COPA Benefits’).

134 COPA Terms and Conditions Section 6.3.
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The Department finds that the analytical framework described in the Merger Guidelines
and case law applying Section 7 of the Clayton Act'® provides the appropriate framework for the
Department’s determination of the Anticompetitive Effects. However, as discussed above, the
Department finds that its consideration of COPA Benefits must be broader than the “cognizable
efficiencies’ credited by the FTC, which must be merger-specific, verifiable, prevent a reduction
in competition and not anticompetitive*® If the Department credited only *“cognizable
efficiencies,” its analytical framework would not meaningfully differ from the FTC’ s framework.
In that case, a COPA would be issued only if a proposed acquisition would “not substantially
lessen competition” in arelevant market. The Department’s adoption of such framework would
be inconsistent with the General Assembly’s intent to replace competition with regulation.
Therefore, the Department finds that to be credited as a COPA Benefit, a benefit must be merger-
specific, verifiable and likely to be implemented and achieved but does not have to prevent a
reduction in competition. For example, a benefit that improves health outcomes, healthcare access
or quality of care, if merger-specific, verifiable and likely to be implemented would be a potential
COPA Benefit.

Competitive effects analysis

In its analysis of the Anticompetitive Effects, the Department must identify the relevant
market or markets in which the Applicants compete, assess the potential reduction in competition
and consider defenses that may limit the effects of any potential reduction in competition. Merger
analysisis a predictive exercise that requires analysis and review of substantial information. The
purpose of the analysis, however, is not to predict with certainty the precise effects of a merger,
but to assess the totality of risk presented by the merger.’*” To assess the anticompetitive effect,
the Department reviewed, with the assistance of special counsel and economists, extensive
information submitted by the Applicants, including transaction-level data, statewide discharge data
and comments received from the public, the FTC and the OAG.

Competition between hospitals is characterized as “two-stage” competition. First,
hospitals compete with each other to be included in health plans because a hospital that is “in
network” is much more attractive to patients than one that is* out of network” and therefore, more
expensive. Health insurers use the competition between hospitalsto reduce the insurers' costs, the
benefits of which flow to purchasers of heath insurance, such as employers, employees and
purchasers of individual plans. These benefits include lower premiums and lower out of pocket
costs, even though consumers of healthcare services are somewhat insulated from the costs.
Second, hospitals compete with each other to attract patients, including individual health plan
members, directly and through physician referrals. At this stage of competition, while the out-of-

135 Section 7 of the Clayton Act (15 U.S.C. § 18) prohibits acquisitions where “the effect of such acquisition may be
substantially to lessen competition, or to tend to create a monopoly.”

136 Merger Guidelines § 3.3.

137 Merger Guidelines at § 1.
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pocket costs of services are relevant to the consumer, quality and availability of services become
particularly important.'*

Relevant Markets

“A relevant antitrust market is an area of effective competition, comprising both product
(or service) and geographic elements.”**® |dentifying relevant markets is a two-fold task —
identifying the products and services that are reasonable substitutes for each other (the “product
market”) *4° and identifying the geographic areain which purchasers may rationally look for those
good and services (the “geographic market”).* Relevant markets can be identified, among other
things, through direct evidence of substantial competition between the merging parties, industry
or public recognition or use of the “hypothetical monopolist test.”142

Product Markets in which the Applicants Compete

Both Applicants operate general acute care hospitals, providing a range of primary and
secondary care services on an inpatient and outpatient basis. Courts and the FTC have repeatedly
determined that the product market for analyzing hospital mergersisacluster of general acute care
services sold to commercial payors and their customersmembers.!*® Cluster markets are
appropriate and provide anaytic convenience when “the competitive conditions for multiple
[products or services] are reasonably similar.” 1 Thus, while abdominal surgery and treatment of
severe infection are not substitutes for each other, the competitive conditions (e.g., competition
between acute care hospitalsfor the treatment of those conditions) are substantially the same when
the hospitals provide the same services. Asnoted abovein Table 3, the Applicants provide awide
range of overlapping inpatient healthcare services. In addition, commercial insurers must be able
to offer their customers'members the entire breadth of hospital services. Therefore, the
Department finds that “ general acute care services’” constitutes a relevant product market.

It should be noted that the general acute care services market does not include “ outpatient
services, rehabilitation services, psychiatric services or complex tertiary or quaternary services, as

138 Fed. Trade Comm' n. v. Advocate Health Care Network, 841 F.3d 460, 471 (7th Cir. 2016); Fed. Trade Comm'n.
v. Penn State Hershey Med. Ctr., 838 F.3d 327, 342 (3d Cir. 2016); Miles, John J., 2 Health Care and Antitrust L. 8
15:1 (2023); FTC First Application Comment at 17.

139 Merger Guidelines at § 4.3.

140 Advocate Health Care Network, 841 F.3d at 471 (citing Brown Shoe Co. v. United States, 370 U.S. 294, 325 (1962).
141 Penn State Hershey Med. Ctr., 838 F.3d at 338 (quoting Gordon v. Lewistown Hosp., 423 F.3d 184, 212 (3d Cir.
2005)).

142 Merger Guidelines at § 4.3. See discussion of “Hypothetical Monopolist Test” below.

143 Merger Guidelines at § 4.3.D.3; FTC First Application Comment, fn. 90; Fed. Trade Comm'n v. Hackensack
Meridian Health, Inc., 30 F.4th 160, 166 (3d Cir. 2022); Advocate Health Care Network, 841 F.3d at 468; Penn State
Hershey Med. Ctr., 838 F.3d at 338; ProMedica Health Sys., Inc. v. F.T.C., 749 F.3d 559, 568 (6th Cir. 2014).

144 Merger Guidelines at § 4.3.D.3.
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those services are offered by adifferent set of competitors’ 1> and patients are typically willing to
travel significantly further for tertiary and quaternary services.#

The Applicants offer a wide range of outpatient services, such as cardiac catheterization,
cancer care, infusion, and urology.'*” Outpatient services are provided by hospitals and by other
types of healthcare providers, such asimaging centers, surgery centers and some specialty clinics.
While the providers of outpatient services are broader than just hospitals, the competitive
conditions for outpatient services are reasonably similar given the limited number of other
providers of outpatient services within the Wabash Valley Community.’*¥® Therefore, the
Department finds that “ outpatient services’ constitute a relevant product market.

Finally, it should be noted that there are certain product markets in which the Applicants
do not compete. For example, Regional Hospital offers in-patient behavioral health services, but
Union Hospital offers behavioral health services only in its emergency room and on a consult-
basis. Similarly, Union offers a broad range of primary care services through Union Physicians
and offers convenient/urgent care services. 40

Geographic Market in which the Applicants Compete

Generally, consumers prefer to obtain healthcare services close to home.!® As a result,
competition for primary and secondary care services between hospitalstendsto belocalized, which
limits the ability of insurers to create competition between hospitals by replacing local hospitals
with more distant hospitals.’® When determining a geographic market for general acute care
services, the question is what hospitals are effective substitutes for the A pplicants.'>?

Determining the geographic market is necessarily a fact-intensive exercise.!> Patient
origin information can provide insights into the geographic area from which the Applicants draw
their patients; however, reliance solely on patient origin data may result in an overbroad
geographic market because it does not mean that a hospital located outside of the area is
sufficiently substitutable to prevent the Applicants from raising their prices™ Instead, the

145 F T.C. v. OSF Healthcare System, 852 F. Supp. 2d 1069, 1076 (N.D. Ill. 2012).

146 ProMedica Health Sys., Inc., 749 F.3d at 566.

147 2025 App. at 14-16.

148 seefn. 112.

149 2025 App. at 14, 19.

10 Fed. Trade Comm'n v. Advocate. Health Care Network, 841 F.3d 460, 464 (7th Cir. 2016); Fed. Trade Comm'n v.
Penn Sate Hershey Med. Ctr., 838 F.3d 327, 341 (3d Cir. 2016).

151 Advocate Health Care Network. Health, 841 F.3d at 475-76.

152 e F.T.C. v. Tenet Health Care Corp., 186 F.3d 1045, 1052-53 (8th Cir. 1999) (“A properly defined geographic
market includes potential supplierswho can readily offer consumers a suitable aternative to the defendant's services.”
“If patients use hospitals outside the service area, those hospitals can act as a check on the exercise of market power
by the hospitals within the service area.”).

158 See FTC First Application Comment at 24.

154 Penn Sate Hershey Med. Ctr., 838 F.3d at 340 (3d Cir. 2016).
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guestion isthelikely response of insurersto price increasesimposed by Union after consummation
of the Proposed Merger.*>®

The “Hypothetical Monopolist Test” isamethod used to define relevant antitrust markets.
“The generally accepted definition of a ‘relevant antitrust market’ is a set of substitute products
over which a hypothetical monopolist could exercise market power by negotiating a small but
significant non-transitory increasein price.”**® Having established that general acute care services
and outpatient services are relevant product markets, in establishing the relevant market, the
guestion is over what area could a hypothetical monopolist (e.g., Union after consummation of the
Proposed Merger) impose small but significant non-transitory increase in price (a“SSNIP’). The
antitrust agencies often use a SSNIP of five percent.™’

Diversion ratios are one starting point of the Hypothetical Monopolist Test. Thisanalysis
calculates the effect of removing one hospital from an insurer’s network and determining the
hospitals to which the first hospital’ s patients would divert. The percentage of the first hospital’s
patients that would divert to a second hospital is the “diversion ratio.” A high diversion ratio
between two hospitals indicates that the hospitals are closer competitors and closer substitutes for
insurers.!>® Calculation of diversion ratios can incorporate multiple factors, including geographic
location, healthcare services required by patients and other patient characteristics. By including
al Indiana hospitals in the analysis, it incorporates patients' preferences for nearby hospitals but
does not require definition of a specific geographic market.

In addition to considering primary service areas and diversion ratios, qualitative
information can provide additional evidence concerning the relevant market. This information
includes the Applicant’s ordinary course business documents, public comments received by the
Department and payors views and reactions to the Proposed Merger.1®

As part of the Application, the Department requested information concerning the
Applicants 80% Primary Service Areas'® for inpatient (as aproxy for general acute care services)
and outpatient services. ldentifying patient origin was a useful screen that did not require the
Applicants to engage in extensive data analysis. The 80% Primary Service Areas were the
beginning of the Department’s analysis.

The Department also reviewed the Applicants’ ordinary course of business documents and
information, along with public comments received by the Department. The FTC also calculated
the Applicant’s 75% Primary Service Area for general acute care services, which included an
estimate of the Applicant’s market share in Illinois. The FTC and Department also estimated

155 See FTC First Application Comment, fn. 68.

156 FTC First Application Comment at 24.

157 Merger Guidelines at § 4.3.B.

158 Merger Guidelines at § 4.2.B. See FTC First Application Comment at 20-21.

159 Merger Guidelines at § 4.1.

160 The “80% Primary Service Area’ isthe smallest set of ZIP Codes from which the Applicants obtain eighty percent
of their discharges.
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Service Area, none of the other hospitals, including the hospitals located in the Wabash Valley
Community, exceeded 2.7% of the discharges within the 80% Primary Service Area.’®®

The Department’ s data for 2022 and 2023 does not distinguish between commercial and
non-commercial payors; therefore, the Applicants commercial market shares for those two years
could not be determined.'®* Discussions between the Applicants may have started prior to the
General Assembly’s passage of the COPA Statute in 2021 and certainly moved forward in earnest
in 2023. In addition, the COVID-19 pandemic impacted dischargesin 2020 and 2021. Therefore,
it could be argued that 2019 discharges data are the data most reflective of the ordinary course of
business.®®> However, the Department recogni zes that while six-year-old data alone may no longer
be reflective of the current state of competition, more recent data may reflect changes in the
Applicants competitive behaviors in anticipation of the Proposed Merger.1%® After balancing
these considerations, the Department’s analysis used 2018 through 2021 discharge data because
this information would largely be unimpacted by the anticipatory effects of the Proposed Merger.

The Applicants suggested that the Department should consider 2023 data in light of
Regional Hospital’s“ significant decling” in commercial market share.*®” However, the Applicants
did not rai se these arguments until significantly late in the Department’ sreview if the Application.
The Applicants raised similar arguments during the First Application but failed to account for
differences in the Applicants categorization of Medicare Advantage plan discharges reported to
the Indiana Hospital Association as commercial or non-commercial payors, which understated
Regional Hospital’s market share. While the data discrepancies effect data prior to 2023, the effect
islesssignificant in 2021 and earlier years because Medicare Advantage plans were less common
and the Applicants' respective Medicare Advantage plan discharges were relatively stable. The
Applicants' economist, Dr. Pflum, submitted an analysis of the Applicants market share in their

163 None of the other hospitals located in the Wabash Valley Community provide the same breadth of services asthe
Applicants. See Blue & Company, Blue and Company Financial Projections for HUD,

(submitted as Attachment 111.a.1.3 to 2025 App.) (withheld from public disclosure).
164 While the Applicants provided the Department with datafor 2022 and 2023 that distinguished between commercia
and non-commercial payors, the Applicants aggregated (or “binned”) procedures at ahigher level than the Department.
The Applicants higher level of aggregation may overstate the diversion of patients to hospitals other than the
Applicants, thereby enlarging the set of hospitals that are the Applicants' competitors and reducing the Applicants
market share.
165 See FTC First Application Comments at 19.
166 For example, as late as 2023 and 2024, THRH had strategic plans for improving its financial condition and
expanding services. See Terre Haute Regional Hospital, Indiana Market 2023-2025 Strategic Plan 5 (Oct. 4, 2022)
(submitted as Attachment P to Request for Information 1 submitted in connection with the 2023 App. (withheld from
public release) and Terre Haute Regional Hospital, Terre Haute Regional Hospital 2024 Strategic Plan 4 (Nov. 6,
2023) (submitted as Attachment Q to Request for Information 1 submitted in connection with the 2023 App.) (withheld
from public release). It appears that these plans have been abandoned in light of recent public comments made by
THRH.
167 Pflum, Kevin, Analysis of the potential competitive impact of the proposed merger between Union Hospital, Inc.
and Terre Haute Regional Hospital under Indiana’s certificate of public advantage (May 9, 2025) (hereinafter “Pflum
2025 Analysis’).
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e The community wants a choice without having to travel an hour or more away.

Relevant Market Based on Diversion Ratios (Hospitals Located in Vigo County)

The preceding analyses focused on patient origin — the hospitals where patients located in
a particular geographic are actually treated. However, they do not address the question of the
hospitals would patients go to if their preferred hospital was not available (e.g., if it was no longer
in-network). Diversion ratios can be used to address this question. A high diversion ratio between
two hospitals indicates they are closer competitors and closer substitutes for insurers.

Today THRH and Union negotiate separately with commercial payors. As such,
commercia payors can leverage one hospital against the other. For example, if THRH demands
higher reimbursements or other improved contract terms, the payor can threaten to contract
exclusively with Union. The opposite is also true — if Union demands higher reimbursements or
other improved contract terms, the payor can threaten to contract exclusively with THRH.
Consummation of the Proposed Merger eliminates this competitive constraint and prices may rise
(or quality decrease) as a result. The higher the diversion ratio, the higher the presumed price
increase and the greater the presumed harm.

Using 2018-2021 Indiana Hospital Association discharge data, the Department cal cul ated
the commercial inpatient and outpatient diversion ratios for Regional Hospital and Union Hospital
taking into account the patient’s location, demographics and admission type/services. The
discharge data contained datafor all hospitalslocated in Indiana and as discussed above, the 2018-
2021 time period was selected because it predates most discussions between the Applicants
concerning the Proposed Merger and the Department’ s 2022 and 2023 data does not distinguish
between commercial and non-commercial payor. The diversion ratios are presented in the tables
below.

The first column of the following tables identifies the hospitals to which patients seeking
inpatient care would be diverted, and the second column identifies the predicted percentage of
Union Hospital’s patients diverted to each such hospital if a payor removed Union from its
network.
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47.6% of Union Hospital’ s patients would seek care at Regional Hospital and 77.7% of Regional
Hospital’ s patients would seek care at Union Hospital 1% The FTC stated that:

These high diversion ratios are unsurprising, given that Union Health and THRH
serve patients from a similar geographic area with similar health conditions, and
there are very few nearby third-party hospitals. These diversion ratios indicate that
a merger between Union [] and THRH would eliminate direct head-to-head
competition and likely lead to significant price increases, as well as reduced
business incentives to maintain or improve quality. These diversion ratios far
exceed many recent hospital merger caseswhere courts found the proposed mergers
to be anticompetitive. 18

Furthermore, the diversion ratios can be used to construct a hypothetical monopolist for
purposes of the Hypothetical Monopolist Test. Using the Gross Upward Price Pressure Index/2
(“GUPPI/2") formula, the diversion ratio threshold for satisfying the SSNIP test can be
determined. The GUPPI/2 formulais:

Price,
Pricey

Price Increase = Diversion Ratio;, x Margin x x Passthrough Rate

Rearranging the equation to solve for the diversion ratio results in the following:

Diversion Ratio,, = PTice Increase -

. Price
(Margin x 5.2
Price;

x Passthrough Rate)

The Department estimated the Applicants commercia margins, relative prices and
passthrough rates and determined that the Hypothetical Monopolist Test would be satisfied for
inpatient servicesif diversion ratios exceeded 18.5% to 20% and for outpatient servicesif diversion
ratios exceeded 16.8% to 20.5%. In each of the above Tables 13 through 16, the diversion ratios
from Union Hospital to Regional Hospital and from Regional Hospital to Union Hospital exceed
these thresholds. Therefore, for purposes of the Hypothetical Monopolist Test, thisimpliesthat a
merger of Union Hospital and Regional Hospital would allow the combined enterpriseto profitably
impose a SSNIP and that arelevant market for inpatient services and outpatient services would be
composed solely of Union Hospital and Regional Hospital.

The foregoing analyses considered a number of potential relevant markets, based on
various service areas and estimates of diversion ratios. These analyses, including the Applicant’s
own analysis, confirm that Regional Hospital and Union Hospital compete within a relevant
market for inpatient services (i.e., general acute care services) and outpatient services. The
conclusion is robust because each analysis leads to the conclusion that Regional Hospital and
Union Hospital are each other’s closest competitors. This conclusion is also consistent with the

180 FTC First Application Comment at 20-21.
181 FTC First Application Comment at 21-22 (internal citations omitted).



Page 52

hospitals being located 5.5 miles apart in the same city, offering similar services and being the
only non-critical access hospitalsin the Wabash Valley Community.

Anticompetitive Effects

Having established that Regional Hospital and Union Hospital are competitors within
relevant antitrust markets for general acute care services and outpatient services, the Department
must assess the anticompetitive effects arising from the Proposed Merger in order to balance them
against the aggregate benefits arising from the Proposed Merger. High market concentration
coupled with substantial increases in concentration often indicate a proposed merger may result in
substantial anticompetitive harm. Reflecting this concern, the United States Supreme Court
established a presumption when it held that *“amerger which produces afirm controlling an undue
percentage share of the relevant market, and results in a significant increase in the concentration
of firmsin that market[,] is so inherently likely to lessen competition substantially that it must be
enjoined in the absence of [rebuttal] evidence.”'®? The Merger Guidelines implement this
presumption through the use of the Herfindahl-Hirschman Index (“HHI”),* which is the sum of
the squares of each market participant’s market share. For example, if there is one market
participant with 100% market share, the HHI is 10,000, and if there are ten market participants
each with a 10% market share, the HHI is 1,000. The increase from the pre-merger HHI to the
post-merger HHI is a measure of the increase in concentration resulting from the merger. Under
the Merger Guidelines, amarket isconsidered highly concentrated if its post-merger HHI isgreater
than 1,800 and the increase in concentration resulting from the merger is greater than 100 points.'84

80% Primary Services Areaand Vigo County Resident Geographic Markets

The Department reviewed several potential measures of the increase in concentration,
including increases in concentration for inpatient and outpatient services in the 80% Primary
Service Areasand Vigo County, the FTC’ s concentration analyses within the 75% Primary Service
Area and Vigo County and increases in concentration resulting from a market constructed using
the Hypothetical Market Test. Each of these analyses are presented below.

182 United States v. Phila. Nat'| Bank, 374 U.S. 321, 363 (1963).

183 Merger Guidelinesat § 2.1.

184 Merger Guidelinesat § 2.1. Under the prior Merger Guidelines (adopted in 2010), amarket was highly concentrated
if the post-merger HHI was greater than 2,500 and the presumption arose if the increase was greater than 200 points.
Even under the prior Merger Guidelines, the Proposed Merger would be presumptively anticompetitive.
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Pre-Merger HHI 5,766 5,407
Post-Merger HHI 8,266 7,670
Change in HHI 2,500 2,263

For each of the above-described geographic areas, the pre-merger HHI is significantly
greater than 1,800 and the change in HHI is significantly greater than 100. Thus, for each
geographic area, the market for general acute care services and outpatient services is highly
concentrated and the increase in HHI iswell above the threshold for establishing that the Proposed
Merger is presumptively anticompetitive.

Applicant’s 80% Primary Service Area Analysis

In Dr. Pifum’ sreport, the Applicants did not provide sufficient information to calcul ate the
HHI for the Applicant’s proposed 80% Primary Service Area for inpatient services; however,
considering Union Hospital’ s and Regional Hospital’ s 2023 market shares alone, the pre-Proposed
Merger HHI would be 3,482 and the increase in the HHI as aresult of the Proposed Merger would
be 692. The Applicants proposed 80% Primary Service Area is highly concentrated and the
increase in the HHI is well above the threshold for establishing that the Proposed Merger is
presumptively anticompetitive.

FTC s Vigo County Resident Analysis and 75% Primary Service Area

The FTC considered the market concentration for general acute care services for residents
residing in Vigo County and for its 75% Primary Service Area, which incorporated Illinois
discharges.



Page 58

Table21: FTC Table6: Sharesand Concentration Analysis
Hospitals Serving Patients Residing L ocated in Vigo County
(Based on 2019 IN Dischar ge Data and Adjusted to Reflect Illinois Hospitals)'®®

189 FTC First Application Comment at 27.
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Table22: FTC Table7: Sharesand Concentration Analysis
Hospitals Serving Patients Residing L ocated in Vigo County
(Based on 2019 IN Dischar ge Data and Adjusted to Reflect Illinois Hospitals)'®

For both geographic areas, the market for general acute care services was highly
concentrated and the increase in HHI significantly exceeded the threshold for establishing that the
Proposed Merger is presumptively anticompetitive. The FTC further noted that the Primary
Service Areas may be broader than a properly defined geographic market; any such overbreadth
only overstates the competitive significance of the other hospitals.

Hospitals Located in Vigo County

As discussed above, “hospitals located in Vigo County” constitute arelevant market when
considering diversion ratios. In other words, if one Vigo County hospital were to acquire the other
Vigo County hospital (as in the Proposed Merger), the merged entity would find a SSNIP
profitable because the profit received from patients who would divert to the other Vigo County
hospital would be greater than the losses from patients who diverted to hospitals outside of Vigo
County. Moreover, by definition the Proposed Merger would be a merger to monopoly. To
illustrate this point:

190 FTC First Application Comment at 29.
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Table25: FTC Table5: Sharesand Concentration Analysis
Hospitals L ocated in Vigo County
(Based on 2019 IN Dischar ge Data)'%

Proposed Merger is Presumptively Anticompetitive

Based on the high HHIs and the increasesin HHI across multiple potential relevant markets
being significantly greater than the threshold established by the Merger Guidelines, the
Department finds that the Proposed Merger is presumptively anticompetitive.

Potential Reductions in Anticompetitive Harm

The market concentration analysis outlined in the prior sections established a presumption
that the Proposed Merger is may substantially lessen competition or tend to create a monopoly in
arelevant market, but it is a presumption that is rebuttable. Once the presumption is established,
under the traditional antitrust analysis of a merger, the burden shifts to the Applicants to
demonstrate that the Proposed Merger does not substantially lessen competition or tend to create
amonopoly in arelevant market.*%

For purposes of the Department’'s analysis of the Application, the Department is
considering this rebuttal evidence as it considers the quantum of the disadvantages attributable to
apotential reduction in competition that may result from the Proposed Merger as it balances such
disadvantages against the benefits arising from the Proposed Merger that are likely to be
implemented and achieved.

198 FTC First Application Comment at 26.
194 Merger Guidelines at § 3; OAG First Application Comment at 19.
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Entry isunlikely

One argument to rebut the presumption of anticompetitive harm is that the merger would
result in another competitor entering a relevant market and that such entry would be sufficient to
“prevent[] the merger from substantially lessening competition or tending to create a monopoly in
the first place.”1%® In order to prevent the anticompetitive effects, the entry must “timely, likely,
and sufficient in its magnitude, character, and scope to deter or counteract the competitive effects
of concern.”'% To be timely, the entry “must be rapid enough to replace lost competition before
any effect from the loss of competition due to the merger may occur” and be durable.’®” To be
likely, the entry must be “ so likely that no substantial |essening of competition isthreatened by the
merger” and consideration must be given to why the entry had not been previously planned.’® To
be sufficient, the “[e]ntry must at least replicate the scale, strength, and durability of one of the
merging parties.” 1%

Despite the Applicants assertion that Indiana’s lack of a certificate of need law means
there are no barriersto entry “if another organization decided to open anew hospital in the Service
Area,”?® there are significant barriers to entry for inpatient services. Building a new hospital isa
multi-year undertaking. The Applicants put forth no evidence that any third party is considering
expansion of inpatient services in the Wabash Valley Community of a size and scale that would
be sufficient to prevent the anticompetitive effects of the Proposed Merger. Even if a potential
entrant were to initiate preparations for entry shortly after consummation of the Proposed Merger,
because of the extended design, construction and regulatory approval timeline, any such entry
would not be timely and might not be at a sufficient scale to prevent the anticompetitive effects.?%
As such, with respect to inpatient services, the Department finds that entry will prevent the
Proposed Merger’ s anticompetitive effects with respect to inpatient services.

With respect to outpatient services, while some barriers to entry may be less and there are
other providers of specific outpatient services within the various relevant markets, the Applicants
have not presented any evidence that such providerswould expand their services or other providers
would enter such that the harms arising from the Proposed Merger would be prevented. In
addition, any such providers would be unlikely to provide the broad scope of outpatient services

195 Merger Guidelines at§ 3.2.

19 Merger Guidelines at 31 (quoting FTC v. Sanford Health, 926 F.3d 959, 965 (8™ Cir. 2019)); see also OAG First
Application Comment at 19-20.

197 Merger Guidelines at § 3.2.

1% Merger Guidelines at § 3.2.

19 Merger Guidelines at § 3.2.

200 2025 App. at 69.

201 OAG First Application Comment at 18 (citing F.T.C. v. ProMedica Health Sys., Inc., No. 3:11-cv-47, 2011 WL
1219281 at *31-34 (N.D. Ohio Mar. 29, 2011) (finding sufficient and timely new entry was unlikely for a variety of
reasons, including the capital costs and regulatory hurdles inherent in constructing a hospital)). See also Community
Health Network, Community Health Network Expands With a New Healthcare Campus in Westfield
https.//www.ecommunity.com/news/2024/community-heal th-network-expands-new-healthcare-campus-westfield
(visited June 2, 2025) (stating construction of 100-bed inpatient tower would require at least two years after
announcement).
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Union suggests the Proposed Merger will not lead to significant impacts on pricing because
Anthem is a powerful buyer that will constrain Union’s pricing after consummation of the
Proposed Merger for the following reasons:

e theTerre Haute MSA commercial insurance market is highly concentrated with
an HHI of 4,987;21°

e Anthem has a 69% market sharein the Terre Haute MSA ;>
o Anthem insures | of Union’s commercially insured patients; 2

e Anthem aready reimburses Union at a lower rate than THRH, which shows it
is already dictating terms as a powerful buyer;???

e Union will continue to face significant competition from more than 16
hospitals, including large health systems;??® and

e THRH’s diminishing competitive viability, including limited specialty options
and service line closures, means that THRH is unlikely to be a meaningful
substitute for Union in insurer networks.??*

Union further argues that economic literature “shows that a large, sophisticated, and
powerful buyer who dominates arelevant market is able to constrain any potential anticompetitive
harms resulting from amerger of two sdllersin that same market.”?% |n support of this argument,
it cites to a 2023 study that “found that in states where an insurers’ [HHI] was greater than 3,500
(indicating a highly concentrated market), hospital mergers did not result in any appreciable price
effects when compared to prices in less concentrated insurer markets’??® and a 2020 study that
“demonstrated that an increase in insurer concentration (measured by HHI) predicted a lower
impact... on price increases.” %’

219 Greer Letter at 3 (citing 2023 AMA Insurance Study).

220 Greer Letter at 3 (citing 2023 AMA Insurance Study); 2025 App. at 67.

221 Greer Letter at 3 (citing PY A, Acquisition Benefit Analysis Report prepared for Union Health, Inc. (May 10, 2024))
(withheld from public release).

22 Greer Letter at 3 (citing Hospital Price Transparency Study, RAND (2024), https.//www.rand.org/health-
care/projects/hospital-pricing.html).

223 Greer Letter at 3 (citing 2023 App. at 65).

224 Greer Letter at 3; 2025 App. at 67.

225 Greer Letter at 1 (citing E. Barette, G. Gowrisankaran & R. Town, Countervailing Market Power and Hospital
Competition, NAT'L BUREAU OF ECON. RES. (2020) (hereinafter “Barrette (2020)"); K. Brand, C. Garmon & T.
Rosenbaum, In the Shadow of Antitrust Enforcement: Price Effects of Hospital Mergers from 2009 to 2016, 66 J. OF
L. AND ECON., 639, 658 (2023) (hereinafter “Brand (2023)"); S. Loertscher and L.M. Marx, Merger Review for
Markets with Buyer Power, J. OF POL. ECON. (2019)).

226 Greer Letter at 2 (citing Brand (2023) at 658).

227 Greer Letter at 2 (Barrette (2020)).
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The studies cited by Union do not necessarily support the conclusion that one powerful
buyer will constrain the ability of a monopolist to increase prices. The Brand (2023) article
considered the price effects of actual mergers and analyzed the price effects of mergers between
hospitals with high diversion ratios and mergers between hospitals in concentrated insurance
markets. However, the factors were analyzed independently. In other words, one analysis
considered mergers between hospitals based on diversion ratios and found that “the price effects
of hospital mergers are by far the highest when the diversion ratio from the treated hospita is
greater than 15%.”?% A second analysis considered mergers between hospitals based on the level
of insurance market concentration and found that “hospitals in states where the insurance HHI is
above 3,500 do not show appreciable price effects, with point estimates near zero.”??® However,
Brand (2023) did not consider the price effect of merger like the Proposed Merger where the
hospitals have high diversion ratios and a concentrated insurance market. Thus, the analysisis
insufficient to assess whether an insurer with market power could constrain the pricing of ahospital
with market power.

The authors of Barrette (2020) used Health Care Cost Ingtitute claims data to estimate
patient preferences and willingnessto pay per person to measure hospital bargaining leverage. The
measure of hospital bargaining leverage is regressed against measures of insurer concentration to
“measure how insurer concentration affects hospital prices on average and also whether insurer
concentration counterbal ances hospital bargaining leverage in its pricing impact.”?° The authors
then use a hypothetical merger that increases willingness to pay per person by 14.4%2%! to assess
the expected increase in price based on insurer concentration and “find that this hypothetical
merger would increase the mean hospital price” by between .98% (if the insurer HHI is 5,386
(higher than Terre Haute)) and 2.8% (if the insurer HHI is 4,430 (lower than Terre Haute)). 22

Barrette (2020) did not measure the effects of actual mergers. Instead, the authors
identified a relationship between increases in insurer concentration and the impact of hospital
concentration on hospital prices and concluded that higher insurer concentration leads to lower
hospital prices. However, it does not necessarily follow that a merger resulting in higher hospital
concentration will result in lower prices when faced with high insurer concentration. Other
economics literature predicts that an insurer’s predicted price increase will be higher if it has a
higher market share, shows empirically that merger induced price increases are greater for large
insurers than for small insurers and reports that “retrospective analysis indicates that the health

228 Brand (2023) at 656.

229 Brand (2023) at 658.

230 Barrette (2020) at 2.

21 The mean change in willingness to pay per person based on an analysis of 23 mergers. Garmon, C., The accuracy
of hospital merger screening methods, 48 RAND J. oF ECON. 1068 (2017) (hereinafter “ Garmon (2017)"). It should
be noted that only one of the mergers considered in this article had pair-wise diversion ratios similarly to those of the
Applicants.

232 Barrette (2020) at 19-20.
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insurers who believed to be able to counteract post-merger price increases were both not able to
do that.” 23

In light of the foregoing, the Department finds that the literature cited by Union does not
support the argument that higher insurer concentration will sufficiently limit Union’s ability to
increase prices post-Proposed Merger because the literature does not consider the situation where
the insurers will be forced to negotiate with only one hospital system. In addition, the data
analyzed in Barrette (2020) does not include data from Blue Cross Blue Shield systems, including
Anthem, even though the largest insurer in a majority of high concentration insurer markets is a
Blue Cross Blue Shield system. Thus, for many markets, the Barrette (2020) analysis's “largest
insurer” isreally the second-largest insurer at best.

Union argues that the fact that Anthem pays it less today is evidence that Anthem is a
powerful buyer. While Anthem may have the superior bargaining power prior to consummation
of the Proposed Merger, bargaining power is relative and after consummation of the Proposed
Merger, Anthem (and the other insurers) will only have one hospital system in Vigo County with
which it can negotiate, which necessarily will change therelative bargaining positions. Inaddition,
while Union may be paid less by Anthem on an absolute basis, the Department’ s analysis showed
that in recent years, Union has begun to close the pricing gap. This would be consistent with
Union’ s assertion that Regional Hospital isless of ameaningful substitute due to its recent service
line closures but does not mean that the two hospital s do not compete with each other and constrain
each other’s pricing. As discussed earlier, there are good arguments that Union Hospital and
Regional Hospital alone constitute a relevant market, which means the Proposed Merger is a
merger to amonopoly.?** For commercially insured inpatients residing in Vigo County, 86.4% of
them went to Union Hospital or Regional Hospital, and eight of the next ten hospitals (by
percentage discharges) are located in Marion or Hamilton Counties, more than seventy milesfrom
Terre Haute. Even when considering the 80% Primary Service Area, which is the largest
geographic market, 71.6% of inpatients residing in the 80% Primary Service Areawent to Union
Hospital or Regional Hospital. For insurers who want to include a Terre Haute hospital in their
networks or offer their insureds a reasonably proximate hospital after consummation of the
Proposed Merger, Union will be the only choice because the Proposed Merger would result in one
“powerful buyer” negotiating with a“powerful seller.”

While it may be true that in certain circumstances, a powerful buyer or powerful buyers
may constrain the merged parties from increasing prices,® it should not be “presume[d] that the
presence of powerful buyers alone forestalls adverse competitive effects flowing from the merger
and [e]ven buyers that can negotiate favorable terms may be harmed by an increase in market

233 Roos A-F, Croes RR, Shestalova V, Varkevisser M, Schut FT, Price effects of a hospital merger: Heterogeneity
across health insurers, hospital products, and hospital locations. 28 HEALTH ECON. 1130-1145 (2019).

234 See Tables 23-25 above.

235 See United Sates v. Archer-Daniels-Midland Co., 781 F. Supp. 1400, 1418 (S.D. lowa 1991) (the merged parties
market share ranged between 30% and 38% and there were multiple sophisticated buyers of high-fructose corn syrup
who could switch suppliers to encourage price decreases, encourage new entrants and refuse to negotiate long-term
contracts without price concessions); 2010 Merger Guidelines § 8.
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power [or] market power can be exercised against others.”?* In light of the foregoing, the
Department finds that insurer concentration would not constrain Union’s ability to increase prices
as aresult of the Proposed Merger.

Summary of Anticompetitive Effects

In conclusion, the Department finds that the Proposed Merger is presumptively
anticompetitive and that the Applicants have not demonstrated that traditional defenses to a
presumptively anticompetitive merger — entry, failing firm and powerful buyers —will overcome
the presumption of anticompetitive harm.

Analysis of whether the COPA Benefits outweigh the Anticompetitive Effects

In evaluating whether the COPA Benefits outweigh the potential anticompetitive effects of
the Proposed Merger, the Department undertook a comprehensive harm-benefit analysis. This
assessment involved a detailed examination of each Commitment, with particular attention to the
anticipated advantages and the specific implementation actions required to fulfill those obligations.

Each commitment was evaluated and categorized along a gradient scale that considered
multiple factors, including:

e Magnitude of Impact: The extent to which the Commitment would positively
affect the Service Area and its residents, particularly in terms of health
outcomes, access to care, quality improvement, and economic stability.

e Basdine Likelihood: The probability that the proposed activity or
improvement would have occurred independently of the Proposed Merger,
thereby distinguishing merger-specific benefits from general operational
enhancements.

e Enforceability: The degree to which the Commitment could be monitored,
verified, and enforced over time, ensuring accountability and sustained
compliance.

This structured approach enabled the Department to weigh the public interest holistically,
thereby informing its determination regarding the overall net effect of the Proposed Merger under
the COPA framework.

2362010 Merger Guidelines § 8.
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Table 26: Quality Commitments

The five Quality Commitments established under the COPA framework are designed to
ensure that the quality of health care services does not deteriorate relative to pre-Merger baselines.
These Commitments also aim to promote transparency by requiring the implementation of tools
and mechanismsthat allow for ongoing monitoring of both clinical quality and patient satisfaction.

Among the 59 quality measures proposed for regular reporting by the Parties, many are
existing data reporting requirements under quality programs. However, the frequency and
accessibility of this reporting represent an enhancement over current practices. Under the Quality
Commitments, these measures must be reported more consistently and consolidated into asingle,
publicly available platform on the “Healthier Together” transparency website. This centralized
reporting structure is likely to improve public access to meaningful data and facilitate informed
oversight.

Whilethe preservation of existing quality standardsisacritical objective, the Commitment
to make good faith efforts to prevent any material decline in quality relative to pre-Merger levels
is primarily viewed as a protective measure rather than a benefit. It serves as a safeguard against
potential adverse outcomes rather than a proactive enhancement of care. In the Department’s
evaluation of the Commitments, those that function as protective mechanisms are weighted less
heavily than those that represent substantive improvements or innovationsin health care delivery.

Moreover, certain activities associated with the Proposed Merger may be necessary to
ensure a smooth integration. While such activities may offer operational stability, they do not
necessarily provide the same valuein improving health care access, quality, and outcomes as those
initiativesthat are uniquely designed to benefit the Service Area. For instance, theimplementation
of a shared clinical information technology platform across both hospitals and the establishment
of a joint Quality Committee are merger-specific actions. These initiatives likely enhance
integration, coordination, and consistency in care delivery between the merging entities but do not
alone offer meaningful advantages to the population served.
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Table 27: Pricing Commitments

The Pricing Commitments are designed to reduce the risk of increased health care costs for
residents, employers, and payors within the Service Area following the Proposed Merger and
establish both qualitative and quantitative protections.

The limitation on charge increases and the adoption of Union Hospital’s chargemaster
(which generally reflects lower charges than Regional Hospital’s for most services and items)
serve as direct protections for charge-based payors and health care consumers that do not have
separately negotiated contractual rates.

Among these Commitments, the limitations placed on third-party payor pricing deliver the
most substantial and measurable benefit. These limitations are expected to have a meaningful
impact on controlling costs for commercial insurers and self-funded employers, who represent a
substantial portion of the payor mix. The absolute limitation on price to 265% of Medicare will
deliver unprecedented levels of cost containment for consumers of health care. By capping
negotiated inpatient and outpatient aggregate rate increases, the limitations offer a direct and
tangible safeguard against post-Merger price increases. Additionaly, the requirement for Union
to offer a direct-to-employer arrangement allows the employer community to innovate in health
care delivery.

Other Commitments, such as the promotion of value-based care models and risk-based
contracting, are conceptually aligned with broader health goals of improving quality and reducing
costs. However, these Commitments are somewhat limited in their enforceability. Unionisonly
required to propose such contract terms, and there is no guarantee that payors will accept them.
As a result, the actual impact of these initiatives remains uncertain and contingent on future
negotiations.
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Finally, several of Union’'s stated Pricing Commitments reflect existing legal obligations
or standard industry practices rather than new or merger-specific benefits. For instance, Indiana
law aready prohibits the use of “most favored nations’ clauses in payor contracts, which restrict
payors from receiving less favorable terms than other insurers.?®” Similarly, Commitments to
negotiate in good faith and to avoid unreasonabl e refusal s to engage with new market entrants are
widely recognized as baseline expectations in provider-payor relations. These provisions, while
important, do not represent incremental value attributable to the Proposed Merger or the COPA.
Still, these protections place controls on negotiating that mitigate the risk of Union exerting
increased market power as aresult of the Proposed Merger.

Table 28: Access Commitments

Union’s Access Commitments are designed to preserve service availability at both Union
and Regional Hospitals following the Proposed Merger. These Commitments serve multiple
purposes:

e protecting against the risk of service consolidation at asingle facility dueto the
Proposed Merger;

e mitigating the possibility Regional Hospital might otherwise be forced to
reduce or eliminate certain services due to workforce or operational challenges,
and

27 Ind. Code § 27-8-11-9.
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e expanding access to high quality services.

Key among these Commitments is the pledge to maintain inpatient acute care, emergency
department services, and cardiac catheterization capabilities at both hospital campuses, subject to
consolidation for efficiencies paired with corresponding expansion of services. Inpatient acute
care and emergency department access, in particular, are foundational to community health care
access, and their preservation ensures that patients across the Service Area continue to receive
timely, geographically distributed care. Without the Proposed Merger, workforce and operational
challenges may cause areduction in these services offerings at Regional Hospital.

Additional Commitments, such as Union Hospital’s continued operation of a Level |11
Trauma Center and the provision of chemotherapy infusion services, are viewed by the Department
as a continuation of existing service delivery rather than new or expanded offerings or protection
of at-risk services. Assuch, these measures provide reassurance but do not constitute incremental
benefits attributable to the Proposed Merger.

The consolidation of certain services, even if potentially improving operational efficiency,
can reduce geographic access for patients. The Preservation of Access Commitments are intended
to offset these risks through targeted expansions or care quality enhancements, but to varying
degrees of success.

For example, the consolidation of wound care services at Union Hospital introduces an
access barrier for patients who previously received this type of care at Regional Hospital. This
impact is only partially mitigated by the addition of two new treatment rooms at Union Hospital.

In contrast, the reconfiguration of intensive care services presents a more balanced trade-
off. Regional Hospital’s existing Intensive Care Unit (ICU) will be converted into an Acuity
Adaptable Unit, potentially lowering the acuity of care available at that site. However, the overall
ICU bed capacity across both hospitals will increase by 50% from 24 beds to 36 beds. This
expansion represents a meaningful increase in system-wide critical care capacity, even if it results
in some redistribution of services.

The consolidation of maternal and pediatric services (including the Mother-Baby Unit,
Neonatal Intensive Care Unit (NICU), and pediatrics service line) at Union Hospital may reduce
access for residents living closer to Regional Hospital. However, all patients will gain accessto a
higher level of care through Union Hospital’s Level 111 maternal and neonatal facility.

Finally, procedural safeguards such asthe requirement to seek Department approval before
making additional service line changes, and the obligation to report emergency and service line
diversion data, are not direct benefits. However, they serve as protective measures to ensure
transparency and accountability, helping to prevent future reductions in access and maintain
continuity of care post-Merger.
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Table29: Enhancement Commitments

The Enhancement Commitments represent financial investments into facilities and
technology, recruitment activity to strengthen the provider workforce, the expansion of behavioral
health beds and the existing after-hours nurse access program at Union, and activities to increase
preventive services.

A central component of these Commitments is the planned financial investment of $75
million in Union Hospital facilities over the first five years post-Proposed Merger, with at least
half of that investment being obligated within the first three years. While this figure appears
substantial, the Department determined that it does not represent ameaningful increase over Union
Hospital’s historical capital investment levels. As such, this Commitment is viewed as a
continuation of existing investment patterns rather than a Proposed M erger-specific enhancement.
In contrast, the investment of capital expenditures at Regional Hospital in the amount of $30M in
thefirst five years, with at least half of that investment being obligated within the first three years,
islesslikely to occur without the Proposed Merger.

The recruitment Commitments for primary care providers, speciaty physicians, and
pharmacists will ensure access remains stable or is improved amidst a challenging health care
workforce landscape across the state and nation. These efforts are expected to stabilize and
potentially improve access to care across the Service Area, especially in underserved areas or
specialties facing high demand.
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In increasing preventive care visits across patient populations of all ages, Union can screen
for chronic illnesses issues, assess future risk, update vaccinations, and build a relationship with a
health care provider. However, this type of preventive care is a standard component of health
systems and islikely to be atargeted goal of the Applicants regardless of the Proposed Merger.

The expansion of Union Hospital’s after-hours nurse access program further supports
patient engagement and care continuity, particularly for individuals managing chronic conditions
or seeking guidance outside of regular clinic hours. While not transformative on its own, this
enhancement contributes to a more responsive and patient-centered care environment.

Among all Enhancement Commitments, the planned addition of 20 inpatient behavioral
health beds in the Service Area stands out as the most significant. Behavioral health services are
critically under-resourced in many communities, including in the Wabash Valley, and this
expansion addresses a pressing need without reducing access to other services. Unlike other
Commitments that maintain or redistribute existing resources, thisinitiative represents a clear and
measurable increase in service capacity and is likely to directly improve heathcare access and
outcomes.

Table 30: Employment and Economic | mpact Commitments

The Employment and Economic Impact Commitments are primarily structured to mitigate
potential adverse consequences resulting from the Proposed Merger. By guaranteeing continued
employment for Regional Hospital and RHP staff at equal or improved salary and wage levels,
and by preserving accrued paid time off balances, Union ams to maintain the prevailing
employment and economic conditions within the Service Area. These provisions provide stability
for local workforce during the transition period but do not result in improvement beyond current
state for the community.

A transparency mechanism within these Commitments is the requirement to conduct and
publicly disclose the results of an annual employee and physician satisfaction survey. The
publication of these findings on the “Healthier Together” website provides the community with
insight into workforce sentiment and organizational culture. While the survey is intended to
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support employee retention and reduce turnover, the absence of arequirement to address concerns
in response to unfavorable survey results limits the potential impact of thisinitiative.

Additionally, the requirement to conduct a research study assessing the economic impact
of the Merger, along with the obligation to implement remediation measures based on its findings,
represents a monitoring tool rather than a direct benefit. Asthis study would not be necessary in
the absence of the Proposed Merger, the Department views it as a mechanism to identify and
address potential disadvantages rather than a source of affirmative valueto the affected population.

To further safeguard against employment disruptions, the Commitments include a
provision requiring notification to the Department before any reduction of ten (10) or more
employees, or fifty percent (50%) or more of any practice group or department, whether through
a single action or a series of related actions within any ninety (90) day period. This measure is
intended to reduce therisk of unexpected layoffsor structural changesthat could negatively impact
service delivery and access to care.

Table 31: Population Health Commitments

The Population Health Commitments are designed to advance health outcomes across the
Service Area by addressing systemic barriers to care and targeting specific public health
challenges.

While the expansion of Union’s Health Equity Plan and Population Health Improvement
Plan under the Proposed Merger may result in broader reach and impact, this type of policy
expansion istypical integration activity. For thisreason, their associated benefits are not weighted
as heavily as other value-added Population Health Commitments.

Among the more impactful Population Health Commitments is the obligation to host a
minimum of twelve “pop-up clinics’ annually for individuals experiencing homelessness. These
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clinics are intended to provide direct access to essential health and social services for one of the
most vulnerable populationsin the Service Area. Similarly, the establishment of anew food access
point to address food insecurity represents a tangible intervention that is expected to improve
health outcomes by mitigating a key social determinant of health.

The requirement to conduct a research study on the COPA’ simpact on community health,
along with the obligation to implement remediation measures based on the study’ sfindings, serves
as a monitoring mechanism rather than a direct benefit. As with the economic impact study, this
initiative would not be necessary absent the Proposed Merger. Therefore, while it provides a
valuable tool for identifying and addressing potential adverse effects, it does not constitute a
meaningful enhancement to population health in and of itself.

A particularly significant set of Commitments is the creation of an AHC, which will
convene stakeholders across the Wabash Valley Community to collaboratively address three
pressing public health concerns: tobacco and vaping use during pregnancy, high infant mortality
rates, and low rates of breastfeeding initiation. These issues are areas in which the Service Area
currently performs below the state average, underscoring the need for targeted intervention. The
AHC model is expected to improve care coordination, foster alignment between clinical and
community resources, and facilitate data sharing. The reporting requirements associated with the
AHC also increase the likelihood of achieving sustainable improvements in health outcomes.
These Commitments represents a strategic and community-driven approach to population health
and are likely to yield measurable benefits for the population served.

Table 32: Other Commitments

The “Other Commitments” encompass a range of initiatives expected to result in
measurable improvements in health care access, quality, and outcomes for the community, with
severa offering particularly meaningful benefits.

One such initiative is the expansion of Union Hospital’s Financial Assistance Policy to
apply uniformly to all patients seeking care at any location within the system. Under this
Commitment, Union must maintain a Financial Assistance Policy throughout the COPA Term that
isat least as generous as the policy previously in place. This provision ensures that access to care
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remains attainable for low-income individuals and families and may even broaden eligibility for
financia support.

The Commitments al so include a substantial investment in workforce devel opment through
the allocation of $6.9 million annually to Graduate Medical Education (GME) for the first five
years following consummation of the Proposed Merger. Thisinvestment is complemented by the
creation of anew General Psychiatry Residency Training Program. These initiatives are designed
to address provider shortages and enhance access to care by cultivating a pipeline of qualified
health care professionals who will serve the Service Area. Importantly, these programs are
unlikely to be implemented absent Union’ s obligations under the COPA, underscoring their value
as merger-specific benefits.

While most Other Commitments are expected to yield benefits, it isimportant to note the
requirement to reinvest cost savings resulting from the Proposed Merger into community health
improvement is a statutory obligation under the COPA framework.2®® As such, it does not
represent a voluntary enhancement and is not weighted as heavily in the Department’s benefit
analysis.

Similarly, the requirement for Regional Hospital representation on the Union Board of
Directors contributes to operational continuity and governance stability, which may support the
overall success of the integration. However, its direct impact on improving health care access,
quality, or outcomesislimited and therefore considered less significant in the context of evaluating
community benefit.

CONCLUSIONS

Through the comprehensive harm-benefit analysis and a detailed evaluation of each of the
62 Commitments of Union, the Department finds that the aggregate benefits of the Proposed
Merger are likely to outweigh the potential disadvantages associated with reduced competition.
These Commitments represent a robust framework of protections and value-added enhancements
that directly addresskey health policy priorities of the State of Indiana, most notably the imperative
to reduce the cost of care and improve health outcomes.

The policies embedded in the Commitments are designed to go beyond simply eliminating
potential harm. Objectives such as reducing costs below current levels and improving health
outcomes to address substandard public health metrics represent an intention to improve health
care for the impacted population. These measures are particularly important in alandscape where
affordability remains a barrier to care and the acuity of the population continues to increase due to
the aging population and existing service gaps.

These protections are not merely procedural, as demonstrated by the requirements for
Union to continually produce substantive information about plans and progress toward full

23 |nd. Code § 16-21-15-7(d).
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implementation of the Commitments and compliance with the Terms and Conditions. These
measures are essential in safeguarding the community from the adverse effectsthat can accompany
consolidation. Without these protections, the risk of service degradation, cost escalation, and
erosion of public trust would be significantly heightened. The transparency and reporting
reguirements embedded in the Commitments provide the Department and the public with the tools
necessary to monitor performance, enforce compliance, and ensure that promised benefits are
realized.

The Department acknowledges that mergers of thisscaleinherently carry risks, particularly
the possibility of diminished quality, increased prices, and reduced accountability due to decreased
market competition. In response, the COPA framework replaces traditional market competition
with a regulatory structure grounded in enforceable Commitments and Terms and Conditions.
Through this mechanism, the Department has instituted enhanced oversight protocols,
transparency requirements, and accountability measuresto ensure that Union fulfillsits obligations
and that the public interest is protected.

While the Department finds that the Applicants have not overcome the burden to disprove
the presumption of anticompetitive harm, it concludes that the Applicants have provided sufficient
evidence that the benefits arising from the Proposed Merger will result in meaningful
improvementsin health outcomes, accessto care, and quality of servicesfor the population served,
including residents of the counties in which the Applicants currently operate.

Ultimately, the Department finds that the aggregate benefits arising from the Proposed
Merger, as structured through the Commitments and subject to ongoing oversight and regulation
by the Department, are sufficient to outweigh the potential disadvantages attributable to a
reduction in competition. The Department’ s comprehensive harm-benefit analysisand the detailed
examination of each of the 62 Commitments weight heavily toward net benefits being delivered
to the Wabash Valley Community. The Department finds these COPA Benefits sufficient to
overcome the presumption of harm that may occur due to the Proposed Merger.

DECISION

The COPA isgranted, and the Applicants are directed to take all actions necessary to ensure
compliance with the Terms and Conditions and implementation of the Commitments.



EXHIBIT B
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(attached)
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ADDENDUM 3
PRICING LIMITATIONS
PART .
DEFINITIONS AND GENERAL
1.1. Definitions.

In addition to the terms defined elsewhere in the Terms and Conditions to which this
Addendum is attached, the following definitions shall apply to this Addendum:

“Absolute Price Limitation.” The pricing limitation described in Section 2.1(a).

“Anniversary Date.” The date falling on the same day of the month (or the immediately preceding day
if no such day exists) as the effective date of the applicable agreement at intervals of twelve (12)
months.

“Annual Change in CPI Medical.” The percentage change for a Contract Year shall be calculated by
determining the percentage change (a) in the annual average of the monthly CPIl Medical for the
immediately preceding Fiscal Year (the “Preceding Year”) compared to (b) the annual average of the
monthly CPI Medicalforthe year prior to the immediately preceding Fiscal Year (the “Baseline Year”).
If such percentage change is negative, the Annual Change in CPl Medical shall be deemed to be zero
percent (0%), but future Annual Changes in CPl Medical shall be calculated by determining the
percentage change (x) in the annual average of the monthly CPl Medical for the Preceding Year
compared to (y) the annual average of the monthly CPIl Medical for the Baseline Year in which the
percentage change was negative, until the Fiscal Year after the calculation results in a percentage
increase.

“Annual Pricing Report.” The Annual Pricing Report required by Section 7.3.

“Applicable Start Date.” With respect to any Payor Contract, the later of the Determination Date, or
the effective date of such Payor Contract and with respect to any chargemaster, mark-up policy or
mark-up formula, the Determination Date.

“Charge-Based Payor.” A Payor whose fee schedule Rates are based upon percentages of charges
oris party to a Charge-Based Payor Contract.

“Charge-Based Payor Contract.” A Payor Contract that meets the definition set forth in Section 4.1.

“Chargemaster.” Each of the Professional Services Chargemaster or the UHI Chargemaster.

“Charges.” The amounts set forth on the Professional Services Chargemaster or the UHI
Chargemaster.

“Commercial Payor.” A private insurance company that provides health insurance plans through
employers or directly to consumers. This definition does not include government programs like
Medicare or Medicaid, Medicare Advantage plans, TRICARE, or Medicaid managed care plans.
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“Contract Year.” The one-year period beginning on the effective date of the applicable Payor’s Payor
Contract with UHI or on the effective date of any renewal year thereafter.

“CPIl Medical.” The Consumer Price Index for All Urban Consumers: Medical Care in the US City
Average published by the United States Bureau of Labor Statistics (Series CUSRO000SAM).

«

Department.” The Indiana Department of Health.

“Direct-to-Employer Arrangement.” A Payor Contract between any member of the Combined
Enterprise or a Narrow Network of which the Combined Enterprise is a member and an employer that
provides health care benefits for covered services under an employee benefits plan.

“Excess Payment.” The payment described in Section 10.2.

“Exempt Payor.” A Payor that meets the definition set forth in Section 3.1(a).
“Fiscal Year.” UHI’s fiscal year, which begins on January 1 and ends on December 31 of each year.

“Full Medicare.” The amount the Medicare program pays for a covered service, including all hospital-
specific Medicare adjustments.

“Inpatient Services.” The services described in Section 1.3(a).

“Managed Medicaid Plan.” A contract between a state Medicaid agency and a Payor whereby the
state pays the Payor to provide medical services to the state’s Medicaid beneficiaries through the
Payor’s network.

“Medicare Advantage Plan.” A contract between the federal government and a Payor whereby the
federal government pays the Payor to provide medical services to Medicare beneficiaries through
the Payor’s network.

“Narrow Network.” An arrangement that limits the hospitals that a covered individual may use to
obtain covered services under an employee benefit plan.

“Never In-Network Payor.” A Payor that has never had a Payor Contract with any member of the
Combined Enterprise and was therefore never in-network.

“Qutpatient Services.” The services described in Section 1.3(b).

“Payor.” An entity, governmental authority, organization, insurance plan or individual that is
responsible for paying for health care services provided to patients.

“Payor Contract.” A contract entered into between any member of the Combined Enterprise and a
Payor that frames, defines, and governs their business relationship, including the payments to be
made to any member of the Combined Enterprise.

“Physician Services.” The services described in Section 1.3(c).
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“Price” or “Prices.” The amount(s) actually paid or payable to any member of the Combined
Enterprise by any Payor or other person or entity in respect of a service or item.

“Professional Charge” or “Professional Charges.” The amount(s) set forth on the Professional
Chargemaster (e.g., a list price).

“Professional Chargemaster.” The comprehensive listing of all technical billable services and items
provided to a patient as part of a professional visit.

“Rate” or “Rates.” The amount(s) set forth in any Payor Contract as the amount (net of any
contractual adjustments) payable to any member of the Combined Enterprise in respect of any
service or item.

“Request Memorandum.” The written memorandum submitted to the Department in connection
with the approval of a Payor or Payor Contract.

“Standard Payor.” A Payor that is party to a Standard Payor Contract.

“Standard Payor Contract.” A Payor Contract that meets the definition set forth in Section 5.1(a).

“Value-Based Payor.” A Payor that is party to a Value-Based Payor Contract.

“Value-Based Payor Contract.” A Payor Contract that meets the definition set forth in Section 3.2(a).

“Value-Based Program Payment.” Any payment to a member of the Combined Enterprise as an
incentive from a Payor to improve quality, improve coordination of care, or decrease cost of care.

“UHI Charge” or “UHI Charges.” The amount(s) set forth on the UHI Chargemaster (e.g., a list price).

“UHI Chargemaster.” The Combined Enterprise’s comprehensive listing of all facility billable
services and items.

1.2. Pricing Limitations.

(a) This Addendum 3 is intended to mitigate the potential for the Combined
Enterprise to exercise market power as a result of the Merger and increase prices and out-of-
pocket costs paid by patients, employers, Payors, and others who utilize the services of or
contract with the Combined Enterprise and to ensure that the Public Advantage is
maintained. This Addendum 3 provides for limits upon, measurement, and reporting of price
increases for specific services, including hospital inpatient and outpatient, non-hospital
outpatient, physician and physician extender, charge-based and cost-based services.

(b) The provisions of this Addendum 3 apply to all Payor Contracts entered into,
amended, changed, modified or supplemented after the Determination Date, to which any
member of the Combined Enterprise, that are in effect on or after the Determination Date
and to the chargemaster, markup policies and markup formulas of any member of the
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Combined Enterprise, and are in addition to UHI’s other obligations set forth in Part Il of the
Terms and Conditions.

(c) For each Payor Contract, the nature of the contracting relationship between
a member of the Combined Enterprise and the Payor shall determine certain approval and
compliance requirements.

(i) Exempt Payors and Value-Based Payor Contracts are described in
Part Ill;

(ii) Standard Payor Contracts are described in Part V;

(iii) Charge-Based Payor Contracts are addressed in Part IV; and

(iv) Out of Network Payors, including Never-in-Network Payors, are
addressed in Part VI.

1.3. Applicability.

(a) Hospital Inpatient Pricing. This Addendum 3 applies to inpatient services
rendered at all facilities whose Charges, Prices and/or Rates are negotiated, controlled, or
influenced by any member of the Combined Enterprise (“Inpatient Services”).

(b) Outpatient Pricing. This Addendum 3 applies to outpatient services rendered
at all facilities whose Charges, Prices and/or Rates are negotiated, controlled or influenced
by any member of the Combined Enterprise and all non-hospital outpatient services
provided by outpatient diagnostic centers, ambulatory surgery centers, or any other non-
hospital outpatient settings or other non-hospital facilities (excluding physician, mid-level,
physician extender and allied health professional services), whether owned or operated by
any member of the Combined Enterprise (collectively, “Outpatient Services”), excluding
providers described in Section 8.1(c) of this Addendum 3.

(c) Physician Pricing. This Addendum 3 applies to services rendered by
physicians, mid-levels, physician extenders and allied health professionals, whether
employed or contracted, whose practices are owned, controlled, or managed, in whole or in
part, by any member of the Combined Enterprise and whose Charges, Prices and/or Rates
are negotiated, controlled or influenced by any member of the Combined Enterprise
(collectively, “Physician Services”).

PART II.
GENERAL PRICING LIMITATIONS

2.1. Absolute Limitation to 265% of Full Medicare.

(a) Notwithstanding anything to the contrary herein, under no circumstance
shall the aggregate of all Rates payable by any Commercial Payor (other than an Exempt
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Payor) or Prices paid by any Commercial Payor (other than an Exempt Payor) for Inpatient
Services and Outpatient Services, when calculated in the aggregate based on the total of all
claims paid, exceed two hundred sixty-five percent (265%) of the aggregate amount that
would have been paid under Full Medicare for the same services (the “Absolute Price
Limitation”), which percentage is subject to modification as described later in this Section.
The aggregate percentage shall be calculated on a rolling four-quarter basis to reduce
volatility from payment timing.

(b) To the extent that after the Determination Date the Rates or Prices negotiated
with a Commercial Payor for Inpatient Services and Outpatient Services would cause the
Combined Enterprise to exceed the Absolute Price Limitation, the Rates or Prices negotiated
with such Commercial Payor for Inpatient Services and Outpatient Services shall, in the
aggregate, be limited to an amount that will cause the Combined Enterprise to comply with
the Absolute Price Limitation. If, as of the Determination Date, the aggregate of all Rates or
Prices paid for Inpatient Services and Outpatient Services for all Commercial Payors is less
than the Absolute Price Limitation, the rate of increase of the Rates or Prices for each
Commercial Payor shall be limited to the increase permitted for that Commercial Payor
under the appropriate part of this Addendum 3 based on the Commercial Payor’s category,
butin no event shall the aggregate of all claims paid for Inpatient and Outpatient Services to
Commercial Payors exceed the Absolute Price Limitation described in Section 2.1(a).

(c) UHI will not be singled out for any negative treatment under State Medicaid
or other state reimbursement programs due to its COPA status.

2.2. Billing Location.

(a) No member of the Combined Enterprise shall convert services that are billed
on the Determination Date as non-hospital-based locations to hospital-based locations
without the advanced written approval from the Department. In the event a member of the
Combined Enterprise seeks to convert services from non-hospital-based billing to hospital-
based billing during the COPA Pricing Term, UHI may request the Department’s approval by
explaining, in writing, the basis for the change. The Department shall respond to the request
within thirty (30) business days after receipt of the request and all reasonable clarifying
information requested by the Department, and the Department shall confirm in writing to UHI
the starting date for such thirty (30) business day period.

(b) For the avoidance of doubt, this Section shall not apply to the
implementation or expansion of the 340B drug program to locations that are billed on the
Issue Date as hospital-based locations.
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below.

PART IIl.
EXEMPT PAYORS, VALUE-BASED PAYOR CONTRACTS AND DIRECT TO EMPLOYER
ARRANGEMENTS

The approval requirements for Exempt Payors and Value-Based Payor Contracts are set forth

3.1. Exempt Payors.

(a) Description. “Exempt Payors” are those Payors (i) that do not negotiate any
part of their managed care agreements or payment Rates with any member of the Combined
Enterprise; (ii) that are Medicare Advantage Plans that pay a member of the Combined
Enterprise based on a predetermined percentage of Medicare rates (e.g. 105% of Medicare)
so long as the percentage of the Medicare rates has not increased at any time after the
Determination Date; (iii) that are Managed Medicaid Plans that pay a member of the
Combined Enterprise based on a predetermined percentage of a state’s Medicaid rates (e.g.
105% of Medicaid rates) so long as the percentage of the Medicaid rates has not increased
at any time after the Determination Date; or (iv) that are Managed Medicaid Plans that pay a
member of the Combined Enterprise at the Indiana Health Coverage Programs Medicaid fee
schedule.

(b) Approval Process. To the extent that any member of the Combined Enterprise
is aware of upcoming substantive negotiations with an Exempt Payor after the Issue Date
regarding a new Payor Contract with an Exempt Payor or a renewal of an existing Payor
Contract with an Exempt Payor, UHI shall notify the Departmentregarding such negotiations,
and if any member of the Combined Enterprise is not aware in advance of such negotiations,
UHI shall promptly, and in any event within three (3) business days after the commencement
of negotiations with an Exempt Payor for a new Payor Contract or a renewal of an existing
Payor Contract, notify the Department of such negotiations. Prior to any member of the
Combined Enterprise entering into a Payor Contract with an Exempt Payor or amending or
otherwise changing, modifying or supplementing a Payor Contract with an Exempt Payor that
changes in any manner the Price for health care services ultimately paid by the Exempt Payor
or any other person or entity, UHI shall submit to the Department a Request Memorandum
certified by the Chief Financial Officer of UHI as true and correct that summarizes the
material terms of the proposed Payor Contract. The Department shall confirm that the Payor
meets the definition of an Exempt Payor or provide UHI with an explanation for why the
Department reasonably believes the Payor does not meet the definition of an Exempt Payor
within thirty (30) days of receiving the notice and all reasonable clarifying materials
requested by the Department, and the Department shall confirm in writing to UHI the starting
date for such thirty (30) day period. The Department shall be provided access to the
information reasonably necessary to make its determination.

(c) If a Payor ceases to qualify as an Exempt Payor, UHI shall immediately notify
the Department and comply with the Approval Process applicable to the Payor’s new type of
Payor.
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(d) UHI shall maintain a current list of Exempt Payors and make this list available
for review by the Department upon request.

3.2. Value-Based Payor Contracts.

(a) Description. “Value-Based Payor Contracts” are those Payor Contracts with
any member of the Combined Enterprise that have no fixed inflators and, to the extent
inflators exist, such inflators are one hundred percent (100%) value-based and create
financial risk for the member of the Combined Enterprise party thereto based upon changes
or improvements in significant and material measures of health care access, quality and
outcomes, cost savings or such other measures as the Department may approve. If such
contracting is abused, results in anti-competitive conduct or negatively impacts the Public
Advantage, the Department may take action pursuant to Part VI or Part VIl of the Terms and
Conditions or Part X.

(b) Approval Process. To the extent that any member of the Combined Enterprise
is aware of upcoming substantive negotiations after the Issue Date with a Value-Based Payor
regarding a new Value-Based Payor Contract or a renewal of an existing Value-Based Payor
Contract, UHI shall notify the Department regarding such negotiations, and if any member of
the Combined Enterprise is not aware in advance of such negotiations, UHI shall promptly,
and in any event within three (3) business days after the commencement of negotiations for
a new Value-Based Payor Contract or renewal of an existing Value-Based Payor Contract,
notify the Department of such negotiations. Priorto any member of the Combined Enterprise
entering into a Payor Contract that UHI believes meets the definition of a Value-Based Payor
Contract or amending or otherwise changing, modifying or supplementing a Value-Based
Payor Contract that changes in any manner the Price for health care services ultimately paid
by the Value-Based Payor or any other person or entity, UHI shall submit to the Department
a Request Memorandum certified by the Chief Financial Officer of UHI as true and correct
that summarizes the material terms of the proposed Payor Contract, attaches a copy of the
Value-Based Payor Contract, and explains the basis for the Payor Contract qualifying as a
Value-Based Payor Contract. The Department shall confirm that the Payor meets the
definition of a Value-Based Payor or provide UHI with an explanation for why the Department
reasonably believes the Payor does not meet the definition of a Value-Based Payor within
thirty (30) days of receiving the notice and all reasonable clarifying materials requested by
the Department, and the Department shall confirm in writing to UHI the starting date for such
thirty (30) day period. The Department shall be provided access to the information
reasonably necessary to make its determination.

(c) If a Payor Contract ceases to qualify as a Value-Based Payor Contract, UHI
shall immediately notify the Department and comply with the approval process applicable
to the new type of Payor or Payor Contract.

(d) UHI shall maintain a current list of Value-Based Payor Contracts and make
this list available for review by the Department upon request.
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3.3. Direct to-Employer Arrangements.

(a) Description. By January 1, 2027, the Combined Enterprise will offer to
employers in the State of Indiana a Direct-to-Employer Arrangement that includes Inpatient
Services, Outpatient Services and Physician Services with the average of the services offered
at or below the Absolute Pricing Limitation.

(b) Approval Process. Prior to any member of the Combined Enterprise entering
into a Payor Contract that UHI believes meets the definition of a Direct-to-Employer
Arrangement or amending or otherwise changing, modifying or supplementing a Direct-to-
Employer Arrangement that changes in any manner the Price for health care services
ultimately paid by the employer party thereto or any other person or entity after the Issue
Date, UHI shall submit to the Department a Request Memorandum certified by the Chief
Financial Officer of UHI as true and correct that summarizes the material terms of the
proposed Payor Contract, attaches a copy of the Direct-to-Employer Arrangement, and
explains the basis for the Payor Contract qualifying as a Direct-to-Employer Arrangement.
The Department shall confirm that the Payor Contract meets the definition of a Direct-to-
Employer Arrangement or provide UHI with an explanation for why the Department
reasonably believes the Payor Contract does not meet the definition of a Direct-to-Employer
Arrangement within thirty (30) days of receiving the notice and all reasonable clarifying
materials requested by the Department, and the Department shall confirm in writing to UHI
the starting date for such thirty (30) day period. The Department shall be provided access to
the information reasonably necessary to make its determination.

(c) If a Payor Contract ceases to qualify as a Direct-to-Employer Arrangement,
UHI shall immediately notify the Department and comply with the approval process
applicable to the new type of Payor or Payor Contract.

(d) UHI shall maintain a current list of Direct-to-Employer Arrangement and
make this list available for review by the Department upon request.

PART IV.
CHARGE-BASED PAYOR CONTRACTS, ITEMS OR SERVICES

4.1. Certain hospital, physician, ancillary, and other healthcare services may be

reimbursed on a percentage of a health care provider’s charge for such services. Common examples
include, but are not limited to, services not otherwise covered by a Payor’s fee schedule and items
where the charge may vary based upon the underlying cost, such as high-cost drugs and implants in
the hospital. In addition, some Payor Contracts pay for all hospital services based upon a hospital’s
charges for services (“Charge Based Payor Contracts”). Such contracts often provide for a discount
(for example 50%) from a chargemaster amounts for the item or service at issue. This Part IV places
limits uponincreases in the Combined Enterprise’s Charges and the impact of those increases upon
Charge-Based Payors and the individuals and entities who utilize the Combined Enterprise’s
services. For hospital inpatient and outpatient, non-hospital outpatient, and Physician Services and
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any other services or items billed to Payors based upon Charges, the Combined Enterprise shall limit
the impact of Charge increases as set forth below.

4.2. Chargemaster Increases.

UHI Charges established in the UHI Chargemaster and Professional Charges established in
the Professional Chargemaster that were in effect as of the Determination Date, may be adjusted at
the discretion of UHI, provided that the percentage increase to the UHI Chargemaster and the
Professional Chargemaster in any Fiscal Year shall not exceed the Annual Increase in CPl Medical
for such Fiscal Year.

4.3. Charge-Based Payor Contracts.

(a) Approval Process. In addition to the limitations set forth in Section 4.2, the
following process shall be used in connection with the Department’s review of the proposed
entry by any member of the Combined Enterprise into any Charge-Based Payor Contract or
any amendment or other change, modification or supplement to a Charge-Based Payor
Contract by any member of the Combined Enterprise that changes in any manner the Price
for health care services ultimately paid by the Charge-Based Payor or any other person or
entity:

Step 1. To the extent that any member of the Combined Enterprise is aware
of upcoming substantive negotiations with a Charge-Based Payor regarding a
new Charge-Based Payor Contract or a renewal of an existing Charge-Based
Payor Contract after the Issue Date, UHI shall notify the Department
regarding such negotiations, and if any member of the Combined Enterprise
is not aware in advance of such negotiations, UHI shall promptly, and in any
event within three (3) business days after the commencement of negotiations
for a new Charge-Based Payor Contract or renewal of an existing Charge-
Based Payor Contract, notify the Department of such negotiations.

Step 2. The applicable member of the Combined Enterprise shall negotiate
with the Charge-Based Payor all of the substantive terms of the new Charge-
Based Payor Contract or any amendment or other change, modification or
supplement to an existing Charge-Based Payor Contract that changes in any
manner the Price for health care services ultimately paid by the Standard
Payor or any other person or entity.

Step 3. Before execution of the proposed Charge-Based Payor Contract, UHI
shall submit to the Department a Request Memorandum, certified by the
Chief Financial Officer of UHI as true and correct, which shall include the
following:

e Afinal draft of the new Charge-Based Payor Contract;
e A summary of the substantive terms of the proposed Charge-
Based Payor Contract; and
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(b)

e |f applicable, UHI’s calculation of the percentage change in
Prices from the prior contract with the Charge-Based Payor,
in reasonable detail.

Step 4. Within thirty (30) business days after receiving the Request
Memorandum and any reasonable clarifying materials that may be
requested, the Department shall inform UHI in writing whether the
Department has determined that the substantive terms of the proposed
Charge-Based Payor Contract comply with this Addendum 3. The
Department shall confirm in writing to UHI the starting date for such thirty (30)
business day period.

Step 5. If the Department determines that the substantive terms of the
proposed Charge-Based Payor Contract comply with this Addendum 3 and
the provisions of Part Il of the Terms and Conditions, the applicable member
of the Combined Enterprise may move forward with execution of the new
Charge-Based Payor Contract with the Charge-Based Payor on the same
terms and conditions as provided to the Department in the applicable
Request Memorandum. Examples of compliance and non-compliance with
the Absolute Price Limitation are attached hereto as Appendix A.

Step 6. If the Department reasonably determines that the substantive terms
of the proposed Charge-Based Payor Contract do not comply with this
Addendum 3 (and the examples attached as Appendix A) and the provisions
of Part Il of the Terms and Conditions, then the applicable member of the
Combined Enterprise shall not move forward with execution of the proposed
Charge-Based Payor Contract with the Charge-Based Payor until such time
as UHI resolves the noncompliant terms with the Department and the
Department determines that the substantive terms of the proposed Charge-
Based Payor Contract comply with this Addendum 3 and the provisions of
Part Il of the Terms and Conditions at which time, the applicable member of
the Combined Enterprise may move forward with execution of the new
Charge-Based Payor Contract with the Charge-Based Payor on the same
terms and conditions as provided to the Department in the applicable
Request Memorandum.

Step 7. Following execution, UHI will provide a copy of the fully executed
Charge-Based Payor Contract to the Department upon the Department’s
request.

When calculating the percentage change in UHI Charges or Professional

Charges, if the increase(s) are not uniform across all services and items, the estimated
impact of the increase(s) shall be calculated as a weighted average of the prioryear’s volume
of the various departments, service lines or line items and the respective increase in Prices.

(c)

An administrative amendment or coding-only amendment to an existing

Charge-Based Payor Contract which does not affect Prices or Rates shall be exempt from
the process described in Section 4.3(a) above and instead, UHI shall provide a summary of
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the changes to the Charge-Based Payor Contract, certified by the Chief Financial Officer as
true and correct, and upon the Department’s request, provide a fully-executed copy of such
amendment.

(d) Consistent Basis. The calculations required by this Part IV shall be made on
a consistent basis and any modification to the methodologies for these calculations shall be
subject to approval by the Department.

(e) Review of Methodologies. The Department will meet with UHI to evaluate the
methodologies set forth in this Part IV before the third anniversary of the Issue Date as
described in Part IX to ensure that the evaluations are achieving the intended goals.

PART V.
STANDARD PAYOR CONTRACTS

5.1. Standard Payor Contracts.

(a) Description. “Standard Payor Contract” is a Payor Contract, including but not
limited to, a reference-based Payor Contract, that is neither with an Exempt Payor nor a
Value-Based Payor Contract or a Charge-Based Payor Contract.

(b) Limitations on Standard Payor Contracts. No member of the Combined
Enterprise shall increase Rates (whether through negotiation, application of external
reference benchmarks or otherwise) of any Standard Payor Contract that was or is entered
into, amended, changed, modified, supplemented, or terminated and replaced after the
Determination Date, that creates a violation of the Absolute Price Limitation.

(c) Approval Process. The following process shall be used in connection with the
Department’s review of the proposed entry by any member of the Combined Enterprise into
any Standard Payor Contract or any amendment or other change, modification or
supplement to a Standard Payor Contract by any member of the Combined Enterprise that
changes in any manner the Price for health care services ultimately paid by the Standard
Payor or any other person or entity:

Step 1. To the extent that any member of the Combined Enterprise is aware
of upcoming substantive negotiations after the Issue Date with a Standard
Payor regarding a new Standard Payor Contract or a renewal of an existing
Standard Payor Contract, UHI shall notify the Department regarding such
negotiations, and if any member of the Combined Enterprise is not aware in
advance of such negotiations, UHI shall promptly, and in any event within
three (3) business days after the commencement of negotiations for a new
Standard Payor Contract or renewal of an existing Standard Payor Contract,
notify the Department of such negotiations.

Step 2. The applicable member of the Combined Enterprise shall negotiate
with the Standard Payor all of the substantive terms of the new Standard
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Payor Contract or any amendment or other change, modification or
supplement to an existing Standard Payor Contract that changes in any
manner the Price for health care services ultimately paid by the Standard
Payor or any other person or entity.

Step 3. Before execution of the proposed Standard Payor Contract, UHI shall
submit to the Department a Request Memorandum certified by the Chief
Financial Officer of UHI, which shallinclude:

e Afinal draft of the new Standard Payor Contract;

e A summary of the substantive terms of the proposed
Standard Payor Contract;

e |f applicable, UHI’s calculation of the percentage change in
Rates from the prior contract with the Standard Payor, in
reasonable detail; and

e UHJI’s calculation of its Rates as a percentage of Full Medicare
in the aggregate based on claims paid, including the New
Standard Payor Contract Rate.

Step 4. Within thirty (30) business days after receiving the Request
Memorandum and any reasonable clarifying materials that may be
requested, the Department shall inform UHI in writing whether the
Department has determined that the substantive terms of the proposed
Standard Payor Contract comply with this Addendum 3. The Department
shall confirm in writing to UHI the starting date for such thirty (30) business
day period.

Step 5. If the Department determines that the substantive terms of the
proposed Standard Payor Contract comply with this Addendum 3 and the
provisions of Part Il of the Terms and Conditions, the applicable member of
the Combined Enterprise may move forward with execution of the new
Standard Payor Contract with the Standard Payor on the same terms and
conditions as provided to the Department in the applicable Request
Memorandum. Examples of compliance and non-compliance with the
Absolute Price Limitation are attached hereto as Appendix A.

Step 6. If the Department reasonably determines that the substantive terms
of the proposed Standard Payor Contract do not comply with this Addendum
3 (and the examples attached as Appendix A) and the provisions of Part Il of
the Terms and Conditions, then the applicable member of the Combined
Enterprise shall not move forward with execution of the proposed Standard
Payor Contract with the Standard Payor until such time as UHI resolves the
noncompliant terms with the Department and the Department determines
that the substantive terms of the proposed Standard Payor Contract comply
with this Addendum 3 and the provisions of Part Il of the Terms and
Conditions at which time, the applicable member of the Combined
Enterprise may move forward with execution of the new Standard Payor
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Contract with the Standard Payor on the same terms and conditions as
provided to the Department in the applicable Request Memorandum.

Step 7. Following execution, UHI will provide a copy of the fully executed
Standard Payor Contract to the Department upon the Department’s request.

(d) Consistent Basis. The calculations required by this Part V shall be made on a
consistent basis and any modification to the methodologies for these calculations shall be
subject to approval by the Department.

(e) Review of Methodologies. The Department will meet with UHI to evaluate the
methodologies set forth in this Part V before the third anniversary of the Issue Date as
described in Part IX to ensure that the evaluations are achieving the intended goals.

5.2. Standard Payor Policy Changes that Negatively Impact UHI’s Net Revenue.

If, after a Standard Payor Contract is executed, the Standard Payor unilaterally makes policy
changes that, when considered alone, would cause or actually causes a Material Adverse Event for
the Combined Enterprise or results in the Combined Enterprise having an operating margin during
one or more of the preceding three (3) years that is below 50 percent of health systems rated BBB+
by Standard & Poor’s, then UHI may present the information to the Department and request an
increase to the Absolute Price Limitation set forth in Section 2.1(a) that will be used for future
Standard Payor Contracts that are affected by such Standard Payor’s policy change. The Department
may consider all relevant factors in determining whether to approve the request, which approval
shall be made in the Department’s discretion. Any such approval shall be in writing and
memorialized in an amendment to the Annual Pricing Report.

If the requisite benchmark data is not available, the Department reserves the right, in its
discretion, to modify the benchmarks set forth in the preceding paragraph.

PART VL.
OUT OF NETWORK PAYORS

6.1. Description. Under the federal No Surprises Act, which went into effect January 1,
2022, the Combined Enterprise is prohibited from billing patients more than the in-network cost
sharing amount for services covered by the No Surprises Act. The Combined Enterprise shall comply
with the federal No Surprises Act.

6.2. Previously In-Network Payors. If a Payor, which previously had a Payor Contract
with a member of the Combined Enterprise goes out of network, then the Payor Contract’s out of
network provisions will dictate payment.
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PART ViII.
REPORTING AND COMPLIANCE REVIEWS

7.1. General

UHI shall make copies of all contracts that are subject to the Addendum 3 available to the
Department uponrequest. In addition, UHI shall timely provide allinformation reasonably requested
by the Department that, in the Department’s discretion, will assist the Department in evaluating the
Combined Enterprise’s compliance with this Addendum 3. UHI shall retain all copies of all contracts
that are subject to this Addendum 3, Request Memoranda, Annual Pricing Reports and supporting
documentation until the second (2") anniversary of the expiration of the Pricing Commitments.

7.2. Initial Report. No later than ninety (90) days after the Issue Date, UHI shall deliver to
the Department a written report, which shall be certified as true and correct by the Chief Financial
Officer of UHI, and shall include the following:

(a) A list of all of the Combined Enterprise’s Payor Contracts that were in effect
as of after the Determination Date, including the following information: (i) name of the Payor;
(ii) the title of the Payor Contract; (iii) the category of the Payor Contract (e.g., Exempt Payor,
Value-Based Payor Contract, Standard Payor Contract, or Charge-Based Payor Contract);
(iv) the Anniversary Date of the Payor Contract; (v) the last date of amendment or other
change, modification or supplement to the Payor Contract; and (vi) the net revenue for the
Payor Contract during the prior Fiscal Year.

(b) For each listed Value-Based Payor Contract, a description of all value-based
payments by measurement criteria.

(c) For each listed Standard Payor Contract, (i) the percentage increase in Rates
and Prices from the Applicable Start Date through the next Anniversary Date after the
Determination Date; and (ii) any agreed-upon inflators or increases. When calculating the
percentage change in Rates and Prices, if the increase(s) are not uniform across all services
and items, the increase shall be calculated as a weighted average of the actual dollar volume
of the various departments, service lines or line items and the respective increase in Rates
and Prices.

(d) For each listed Charge-Based Payor Contract, (i) the percentage increase in
Rates and Prices from the Applicable Start Date through the next Anniversary Date after the
Determination Date; (ii) any agreed-upon inflators or increases. When calculating the
percentage change in Rates and Prices, if the increase(s) are not uniform across all services
and items, the increase shall be calculated as a weighted average of the actual dollar volume
of the various departments, service lines or line items and the respective increase in Rates
and Prices.

7.3. Annual Pricing Report. No later than April 30 of each year in which the Pricing
Commitments are in effect and the April 30 following the Fiscal Year in which the Pricing
Commitments terminate, UHI shall deliver to the Department a written reportin respect of the Fiscal
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Year ending on the prior December 31st, which shall be certified as true and correct by the Chief
Financial Officer of UHI, and shall include the following:

(a) a list of all of the Combined Enterprise’s Payor Contracts that were in effect
during the Fiscal Year, including the following information: (i) name of the Payor; (ii) the title
of the Payor Contract; (iii) the category of the Payor Contract (e.g., Exempt Payor, Value-
Based Payor Contract, Direct-to-Employer Arrangement, Standard Payor Contract, or
Charge-Based Payor Contract) and whether its category changed during the Fiscal Year; (iv)
the Anniversary Date of the Payor Contract; (v) the last date of amendment or other change,
modification or supplement to the Payor Contract; (vi) the date UHI submitted the applicable
Request Memorandum; (vii) a statement in reasonable detail of whether the Payor Contract
exceeds the Absolute Price Limitation as of the end of the Fiscal Year and the amount of such
excess; and (viii) a list of the services that are currently billed as hospital-based services as
of the end of the Fiscal Year.

(b) The Department may request additional information reasonably necessary
for the Department to conduct its active supervision, which may include:

(i) Alist of Payors that are Exempt Payors as of the end of the Fiscal Year,
a certification that each such Payor continues to meet the definition of an Exempt
Payor, and a list of all Payors previously listed as Exempt Payors that have ceased to
be Exempt Payors.

(i) For each Value-Based Payor Contract, a summary by measurement
criteria of all value-based payments for the Fiscal Year with a comparison to the prior
Fiscal Year and a certification that all such Value-Based Payor Contracts continue to
meet the definition of Value-Based Payor Contract.

(iii) A list of all Payor Contracts previously listed as Value-Based Payor
Contracts that have ceased to be Value-Based Payor Contracts.

(iv) For each listed Direct-to-Employer Arrangement, (i) the amount paid
by the Payor or any other person or entity for Inpatient Services, Outpatient Services
and Physician Services (separately stated and in total), (ii) the Full Medicare amount
payable in respect of Inpatient Services, Outpatient Services and Physician Services
(separately stated and in total), and (iii) the percentage of Full Medicare for Inpatient
Services, Outpatient Services and Physician Services (separately stated and in total).

(V) A description in reasonable detail of the Combined Enterprise’s
efforts to offer Direct-to-Employer Arrangements, a list of all employers approached
by the Combined Enterprise and/or with whom the Combined Enterprise negotiated
such an arrangement (whether or not such negotiation was successful or
completed), a list of all such arrangements entered into during the Fiscal Year, a list
of all such arrangements not entered into during the Fiscal Year and the reasons
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therefor, and a list of all such arrangements terminated during the Fiscal Year and
the reasons therefor.

(vi) For each listed Standard Payor Contract, (i) the actual increase in
Rates and Prices from the Applicable Start Date through the end of the Fiscal Year;
(ii) the actual increase in Rates and Prices for the Fiscal Year; and (iii) any agreed-
upon inflators or increases. When calculating the percentage change in Rates and
Prices, if the increase(s) are not uniform across all services and items, the increase
shall be calculated as a weighted average of the actual dollar volume of the various
departments, service lines or line items and the respective increase in Rates or
Prices.

(vii) For each listed Charge-Based Payor Contract, (i) the actual increase
in Rates and Prices from the Applicable Start Date through the end of the Fiscal Year;
(ii) the actual increase in Rates and Prices for the Fiscal Year; and (iii) any agreed-
upon inflators or increases. When calculating the percentage change in Rates and
Prices, if the increase(s) are not uniform across all services and items, the increase
shall be calculated as a weighted average of the actual dollar volume of the various
departments, service lines or line items and the respective increase in Rates or
Prices.

(viii) A summary in reasonable detail of the increase(s) in the UHI
Chargemaster and Professional Chargemaster during the preceding Fiscal Year,
including (i) the Annual Change in CPI Medical for each Chargemaster, and (ii) the
permitted percentage increase as determined in accordance with Section 4.2. If the
increase(s) are not uniform across an entire Chargemaster, the estimated impact of
the increase(s) shall be calculated as a weighted average of the actual volume of the
various departments, service lines or line items and the respective increase in such
Chargemaster.

(ix) A summary in reasonable detail of the increase(s) in the UHI
Chargemaster and the Professional Chargemaster (x) from the Determination Date,
through the end of the Fiscal Year and (y) for the Fiscal Year, including (i) the Annual
Increase in CPIl Medical, (ii) the applicable limitation(s) set forth in Section 4.2 and
(iii) the percentage increase(s) in the UHI Chargemaster and the Professional
Chargemaster. If the increase(s) are not uniform across an entire Chargemaster, the
estimated impact of the increase(s) shall be calculated as a weighted average of the
actual volume of the various departments, service lines or line items and the
respective increase in such Chargemaster.

(x) Confirmation that the Combined Enterprise’s mark-up policy that
was in effect on the Determination Date, remains in effect.
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(xi) Confirmation in reasonable detail that the mark-up for services and
items with a fixed dollar amount markup has not exceeded the Absolute Price
Limitation during the Fiscal Year.

(xii) A list of all individuals or entities that have any of the following
interests in any member of the Combined Enterprise: (i) an ownership interest,
whether voting or non-voting, of at least five percent (5%) in the aggregate; (ii) a
controlling interest, even if less than a five percent (5%) interest; and (iii) any
ownership interest, whether direct or indirect, of (A) a practitioner at any member of
the Combined Enterprise or (B) a private equity-backed entity or a private equity fund;
provided however, members of the Combined Enterprise that are directly or
indirectly wholly owned by Union Health System do not need to be listed;

(xiii)  Certification by the Chief Financial Officer that the Combined
Enterprise is in compliance with the terms of this Addendum 3.

(xiv) A summary of the work UHI performed to ensure the Combined
Enterprise has complied with this Addendum 3 and that the Combined Enterprise’s
pricing has not impermissibly increased.

(xv) A listing of any complaints, including a reasonable description, filed
against UHI under the federal No Surprises Act along with the resolution and status
of each complaint.

(xvi)  The status of all corrective actions and refunds required by the
Department pursuant to Part X.

(c) Electronic Format. UHI shall provide the foregoing information in an
electronic format, including the header level data, revenue level data and required data
fields, upon notice from the Department of the specific electronic format and data template
acceptable to the Department.

7.4. Additional Time.

If UHI needs additional time to perform any of the obligations in this Addendum 3, the
Department may grant an extension upon a showing of good cause.

7.5. Compliance Reviews.

The Department may review the Combined Enterprise’s compliance with this Addendum 3
as (i) as part of each Annual Pricing Report and (ii) at any time at the sole discretion of the
Department. If as part of any such review, the Department reasonably determines that the
Combined Enterprise’s pricing has impermissibly increased, then Part X shall apply in addition to
any other compliance measures set forth herein or in the Terms and Conditions.
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PART VIIl.
EXCEPTIONS TO PRICE LIMITATION RULES

8.1. The limitations set forth in this Addendum 3 do not apply to the following:

(a) That portion of Payor Contract payments received for attaining quality targets
or goals, so long as the Payor Contract has otherwise been approved by the Department in
accordance with this Addendum 3.

(b) Post-acute care providers such as skilled nursing facilities, home health
agencies, hospices and durable medical equipment providers owned by the Combined
Enterprise; provided however, the Department reserves the right to impose limitations or
take action pursuant to Part VI or Part VIl of the Terms and Conditions or Part X with respect
to contracts with non-governmental Payors if such contracting is abused, results in
anticompetitive conduct or negatively impacts the Public Advantage.

(c) Bundled payment items and services in which a member of the Combined
Enterprise assumes all of the risks for care provided by other providers (such as post- acute
care providers like a skilled nursing facility, physicians, or home health agency), involving a
value-based payment on an episodic basis. Excepting payments for this type of risk-based
contracting is intended to encourage such contracting. In addition to UHI notifying the
Department before any substantive negotiations with a Payor occur after the Determination
Date regarding such terms if any member of the Combined Enterprise is aware of such
negotiations prior to their commencement (and if not, UHI shall notify the Department within
three (3) business days after commencement of negotiations), before entering into a bundled
payment arrangement, UHI shall submit the description of bundled payment items and
services to the Department for review, along with a copy of all related contractual
agreements, including UHI’s base pricing of its services included in the bundle. If such
contracting is abused, results in anti-competitive conduct or negatively impacts the Public
Advantage, the Department may take action pursuant to Part VI or Part VIl of the Terms and
Conditions or Part X.

(d) Items for which UHI has accepted risk in the form of a capitated payment or
percentage of premiums; provided that UHI notified the Department before entering into a
capitated payment or percentage of premiums arrangement and if any member of the
Combined Enterprise is aware of such negotiations prior to their commencement, UHI
notified the Department prior to commencement (and if not, UHI shall notify the Department
within three (3) business days after commencement of negotiations). If such contracting is
abused, results in anti-competitive conduct or negatively impacts the Public Advantage, the
Department may take action pursuant to Part VI or Part VII of the Terms and Conditions or
Part X.
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PART IX.
PERIODIC REVIEW

No later than six (6) months before the third Anniversary Date of the Issue Date, UHI and the
Department shall meet to review the application and operation of this Addendum 3 in the
maintenance of ongoing Public Advantage. If it appears the Combined Enterprise (a) has generated
an operating margin, as defined by Standard & Poor’s, during one or more of the preceding three (3)
years that is above 50 percent of health systems rated A+ by Standard & Poor’s, or (b) has generated
an operating margin during one or more of the preceding three (3) years that is below 50 percent of
health systems rated BBB+ by Standard & Poor’s, then modification of this Addendum 3 may be
appropriate, which may be proposed by the Department or UHI. If UHI proposes an Addendum 3
modification pursuant to this Part IX, the Department shall review the proposed modification. The
Department, with the consent of the Secretary, may accept, decline, or revise any proposed
Addendum 3 modification proposed by UHI, and will use reasonable efforts to do so within thirty (30)
days of the request and receipt by the Department of all reasonable clarifying materials requested
by the Department. The Department shall confirm in writing to UHI the starting date for such thirty
(80) business day period. The Department, however, shall accept a proposed modification only to
the extent the Department determines, in its discretion, that it is necessary to retain, or otherwise
notimpair, Public Advantage. Such review of this Addendum 3 shall be repeated every three (3) years
thereafter during the COPA Pricing Term. If the requisite benchmark data is not available, the
Department will determine, in its discretion, the benchmark data to use going forward.

PART X.
GENERAL TERMS AND ENFORCEMENT

10.1. Al Payor claims, billing, and other rules will be followed. It is not the intent of this
Addendum 3 to supplant contract terms in any Payor Contracts other than specifically addressed
herein.

10.2. Any violation of this Addendum 3 may be deemed a Noncompliance and the
Department may take any action permitted by the Terms and Conditions or the COPA Statute. The
Departmentwill consider the facts and circumstances in determining whether a Noncompliance has
occurred. In addition and without limiting the foregoing, the Department may do any of the following:

(a) If the Department determines that the pricing of any member of the
Combined Enterprise has impermissibly increased with respect to a Payor, an excess
payment exists (the “Excess Payment”) and (i) such member of the Combined Enterprise
shall report the non-compliance to the affected Payor(s), amend the Payor Contract to bring
it in to compliance with this Addendum Ill and, if the refund amount is material, the
Department may reasonably order a refund of the Excess Payment to the applicable Payor
(who may be an individual in the case of services that were paid by individuals, whether as a
co-payment, as an uninsured person, because their deductible was not met or otherwise).
In addition, UHI shall work with the Department to determine the steps required to prevent
the Excess Payment from reoccurring.

(b) In addition to the foregoing, if the aggregate increase after the Determination
Date exceeds the amount permitted by this Addendum lll, the applicable member of the
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Combined Enterprise will be required immediately to report any excess increase to all Payors
whose payments are impacted by the excess increase, to reduce the payment-to-charge-
ratio so that it does not exceed the amount permitted by this Addendum Ill and, if the refund
amount is material, the Department may reasonably order a refund of the Excess Payment
to the applicable Payor (who may be an individual in the case of services that were paid by
individuals, whether as a co-payment, as an uninsured person, because their deductible was
not met or otherwise).

(c) If there are more than two (2) material Excess Payments in a Fiscal Year or an
Excess Payment for any Payor that is material for two (2) consecutive years, such occurrence
may be deemed a Non-Compliance, and in addition to any other Department Action, UHI
shall perform a root cause analysis audit and provide a report to the Department setting forth
its plan to address and prevent future Excess Payments from such Payor within ninety (90)
days.

10.3. This Addendum 3 does not create a private right of action.

10.4. Any certifications required under this Addendum 3 shall be certifications to the best
of the individual’s knowledge after due inquiry.

PART XI.
DEPARTMENTAL MODIFICATIONS AND ACTIONS

11.1. The Department reserves the right to propose changes to this Addendum 3 in
accordance with the modification process set forth in Part VIl of the Terms and Conditions.

11.2. UHI may propose changes to this Addendum 3 in accordance with the modification
process set forth in Part VIl of the Terms and Conditions.

11.3. Any action taken by the Department under this Addendum 3 shall constitute an
“agency action” under the Indiana Orders and Procedures Act.
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