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Capella movesto establish itself
Deal also helps Community’s goal of cutting portfolio

By: Vince Galloro
Story posted: December 3, 2007 - 5:59 am EDT

For Community Health Systems, the deal is about culling an overgrown herd. For Capella Healthcare, it's about
Advernsemenh establishing itself as a herder.

Founded in April 2005, Capella is taking a major step forward in agreeing to purchase nine hospitals from
Community for $315 million in a deal announced last week.

“We think it's a great set of assets,” said Daniel Slipkovich, Capella’s chief executive officer. “It positions us as a company. The size
gives us a lot more stability in a hard environment these days.”

Completing the deal, which the two Franklin, Tenn.-based companies expect to happen in the first quarter of 2008, will boost privately
held Capella’s hospital portfolio from five to 14 facilities.

But it wasn’t just the chance to nearly triple in size in a single deal that lured Capella. Capella President Tom Anderson, used to work
for Community and became familiar with three of the Alabama hospitals in the deal—70-bed Woodland Medical Center, Cullman; 120-
bed Parkway Medical Center, Decatur; 119-bed Hartselle (Ala.) Medical Center—that have been operated for years by Community.
The fourth Alabama hospital, 52-bed Jacksonville (Ala.) Medical Center, became part of Community when it acquired Triad Hospitals
for $6.97 billion in July.

Slipkovich worked at HealthTrust-the Hospital Co. when it built 67-bed Willamette Valley Medical Center in McMinnville, Ore., which
is one of four former Triad hospitals included in the deal.

“Having some of that history and those relationships, it lessens some of the risk for integration,” as Capella executives are already
familiar with these hospitals’ markets, Slipkovich said.

The remaining hospitals in the deal are: 181-bed National Park Medical Center, Hot Springs, Ark.; 154-bed St. Mary’s Regional
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Medical Center, Russellville, Ark.; 108-bed Mineral Area Regional Medical Center, Farmington, Mo.; and 44-bed White County
Community Hospital, Sparta, Tenn.

The deal requires customary federal antitrust clearance and some state regulatory approvals, none of which are expected to hold up
the closing, Anderson said.

With this latest sale, Community is meeting investor expectations that it would trim its hospital portfolio after acquiring Triad, analysts

said.

Two hospitals have already been sold, and two other single-hospital deals are pending, a spokeswoman said. Three of those deals H ere IS
involved joint ventures with not-for-profit partners negotiated by Triad. If those two pending deals and the Capella deal are

completed, Community would trim its portfolio by 11 hospitals to 116 facilities in the U.S. and one in Ireland. your new
Frank Morgan, a hospital analyst with Jefferies & Co., said that the deal could relieve the concerns of some investors that the broad tOOI
troubles in the credit markets would inhibit Community’s ability to pare its portfolio. The Triad deal probably prompted Community to =

re-evaluate its own hospital portfolio, Morgan added.

HCA also was expected to trim its portfolio this year (Jan. 8, p. 12) to pay off some of the debt it incurred in its $33 billion leveraged
buyout from 2006. The privately held company has done just a bit of timming, however, in keeping with the statements of Jack
Bovender Jr., its chairman and CEO, who denied a major sell-off was coming.

HCA has agreed to sell five hospitals since the deal was announced back in July 2006, and it has closed one hospital, which would
leave it with 169 hospitals once those sales are completed.

David Cyganowski, managing director and healthcare co-head for Citigroup, said not-for-profit hospitals could be buyers for some of

the Triad portfolio, which are larger and more urban than Community’s hospitals.

Potential buyers would be local not-for-profits that would be able to boost their market share by purchasing a local competitor, he
said.

What do you think?
Write us with your comments. Via e-mail, it's mhletters@crain.com; by fax, 312-280-
3183.
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