May 1,.2008

Hamulton County Board of Commissioners
Mr. Todd Portune —President

Mr. David Pepper

Mr. Pat DeWine .

138 East Court Street Room 603
Cincinnati, Ohio 45202

RE:  Hamilton County Tax Levy Review Committee
Mid Term Evaluation 2008
Drake Levy

Dear Commissioners,

The Hamilton County Tax Levy Review Committee recently completed a mid-term
review of the Drake Levy. The Drake Levy funds five areas in Hamilton County: Drake
Center Inc., Sheriff, ADAS, Municipal Court, and Probation. A breakdown of the
expenditures for these various programs is presented in the attachment. The current levy
was approved by the voters in November 2004 and began in 2005. It is scheduled to end
on December 31, 2009.

Drake Center, Inc.

The Drake Center, Inc., is a long-term acute care facility with a skilled nursing facility for
medically complex patients. Its patients come from the Greater Cincinnati area,

including areas outside Hamilton County. In May 2006, Drake reorganized, fired its

~ board of directors, and transferred all of its assets and none of its liabilities to the Health
Alliance. The Health Alliance took over operations of Drake on July 1, 2006. A copy of
the contract and resolution related to this event are attached.

The TLRC Drake Levy Subcommittee visited the Drake Center on August 15, 2007. We
met the vice presidents of administration, government affairs, and patient services, as
well as the directors of revenue (marketing) and finance, and the senior vice president,
Dr. Karen Bankston. All but the government affairs VP have a background as a health
professional. '

Drake is a unique community asset. Drake is defined as a hospital, but provides services
related to long term acuie care. Most Drake patients come from other hospitals, are
pretty sick, and have an average stay of over 25 days. The primary types of care offered
by Drake are:



= Advanced Wound Care — including bedsores.

* Pulmonary Care — sort of a Jong term ICU for stable but critically ill patients. -
* Traumatic Brain Injury -- unique in southwest Qhio

»  Physical Rehabilitation — although not a licensed rehab center

» Skilled Nursing Facility

Accomplishments:

» Advanced Wound Care: A team of nurses and certified nursing assistants who
have specialized training. Care exceeds national benchmarks.

» Pulmonary Care: Exceeds national benchmarks for successful weanlng from
ventilators, : :

» Traumatic Brain Injury: Achieves better functlonahty n shorter periods of time
than other facilities. Has promoted its program to the Pentagon to prov1de '
specialized care to veterans injured in the war.

Payment for services:

Only about 5% of’ patieﬁts pay out of pocket for their care at Drake, while 44% have'a
managed care plan and 33% have: trad1t10na1 Medicare. The rest have Medlcald

Financial Cha]lenges

Drake has an annual budget of $72 million, It has a large campus, which indicates some
overhead for maintenance and plenty of non-revenue generating space. Because of its
size, Dr. Bankston stated it has excess capacity and competes agamst other long term
acute care facilities for patients. Upon taking over as its senior vice president, Dr.
Bankston found that Drake had no history of care for the poor, its pension was -
underfunded, there were various unfavorable and duplicifous contracts, there was a
dispute with Anthem for $4 million, and there were issues with Medicaid billing.
Historical data available to prepare her budget came from general ledger entries, because
of bad record keepmg

Dr. Bankston 1nst1tuted some ﬁnanc1a1 changes

»  Moved doctors to Alhance Primary Care, saving $1 million annually; some doctors
left but were replaced.
»  Closed the Drake Pavilion at Christ Hospital, saving $1.5 million annually

» Leased space to prlmary care group, generatmg $137 k/ year (had to close the daycare
to do this)

»  Leased space to Vitas Hospice, generating $331 k / year
*  Grouped patients — moved long term residents to the skilled nursing facility



* Began billing and collecting co-pays and other outpatient services

« Aggressively converted patients to Medicaid

* Enacted a new, better charge capture system and increased inventory control
* Reduced supplies costs, saving $1.8 million annually

* Renegotiated managed care contract

* Consolidated 19 departments, saving $800k annually so far

* Deleted 10 management positions '

»  Created new revenue from new outpatient therapy sites at University Point,

downtown by Cincinnati Ballet, Forest Hills, and Wyoming; even began medical
Pilates

Resulis:

FY 2005: $ 8 million loss
FY 2006: $30.5 million loss
FY 2007: $§ 650 thousand loss

The Drake Levy provides about $10.7 million of Drake’s annual $72 million budget.
Drake anticipates about $6 million in capital improvements, such as air conditioning, in
the immediate future. Dr, Bankston’s goal is to increase the number of patients — ifs
break-even point is 109 patients plus the skilled nursing facility.

The Settlement, Release, and Financial Support Agreement executed between the County
Commissioners and Drake on 24 May 2006 requires in section 2.5 that Drake submit a
wrilten report to the County describing the operations and expenses of Drake, including
the yearly levy support, compliance with operations requirements, and any actions taken
in furtherance of Drake’s central mission. This report, due 120 days after the close of its
fiscal year, has to our knowledge never been provided to the County, and the leadership I
met with had no 1dea it was required.

The sub-committee recommends that Drake provide this report.

Sheriff

The subcommittee toured the Turning Point facility with representatives of Talbert House
and the Hamilton County Sheriff's Department on March 13", We were impressed by
this bare bones, no frills program. The Tuming Point program is a partnership with
Talbert House and the Sheriff that is designed to rehabilitate multiple DUI offenders
incarcerated in the Hamilton County Justice Center (see Talbert House background
information attached).



The Sheriff provides 24-hour security seven days a week at the Turning Point facility on
Woodburn Avenue. It is staffed by 8 deputies; the cost for their services is paid for via
the Drake Levy (account number 300616 - see attached Budget Breakdown furnished by
the Sheriff's Department). -

The A.T. Hudson & Co., Inc. report of 10/8/03 (page 36) indicates that in 2002-2003 a
portion ($153,161.50) of the medical/mental health services provided by contract with
Hamilton County via Correctional Medical Services (CMS) was charged each year to the
Sheriff's portion of the Drake Levy. Beginning in 2004 it was charged to the Indigent
Care Levy. .The Sheriff now uses his portion of the Drake Levy exclusively for Security
at Turning Point. The Levy projection shows an expenditure of $509k in 2007.

On a final note - as the last year of the Drake Levy is 2009 and the other Health &
Hospitalization Levy for University & Children’s Hospitals in which inmate healthcare
would fit does not run out until 2011, the Commissioners/Sheriff would tieed to find a
two year patch in order to continue the Turning Point partnership with Talbert House.

ADAS
n.k.a. ADAPT

The Hamilion County Mental Health Recovery Services Board (HCMHRSB) received
$1,589,755 from the Drake levy in 2007. HCMHRSB is the successor to the ADAS
Board, which was merged with the former Mental Health Board. The ADAS board had
previously selected the Talbert House to be the agency that provides the services funded
by the Drake levy. These services are the Alcohol and Drug Addiction Partnership
Treatment (ADAPT) program. This program provides services to individuals referred to
it by the Drug Court. | o

In 2007, the program provided residential services to 231 individuals and outpatient
services to 228 individuals. The program has achieved a recidivism rate of 11 percent,
which compares to a national average of 45 percent for similar offenders that do not
participate in a treatment program. According to HCMHRSB, the program resulted in a
diversion of 58,000 jail days in 2007.

As part of the mid-term review by the Tax Levy Review Commitice we reviewed the
consultant report on the Drake Center Levy prepared by A.T. Hudson & Co. in 2003.
The Hudson repott-included a section regarding the ADAPT program but did not make
any specific suggestions regarding it operations.

We made-a site visit to the ADAS center where the men’s residential program and
outpatient services are conducted. During the presentation and tour we noted no areas
where improvements could be suggested. The ADAPT program appears to be efficiently



run, successful and is cost efficient when compared to incarceration and a much higher
recidivism rate for individuals who do not receive treatment.

It should noted that there are no other apparent sources of funding for this program if the
levy is not renewed, which could cause the county to bear the costs from the general fund
(or to have increased jail costs if the program is terminated).

It should also be noted that the ADAPT program is one of many relatively small
programs that have been added to larger levies over the years. We recommend that the
BOCC consider a plan to consolidate the funding for similar programs so that they can be
effectively monitored.

Municipal Court

The Hamilton County Municipal Court’s pretrial services department receives Drake
Levy funds for three areas:

1. 1617 Reading Road — Men’s and Women’s Programs: $2.8 million
2. Re-Entry - Transitional Release Planning and Processes: $500,000
3. Turning Point — run through Probation: $1.3 million

These numbers exceed the levy projection of $2.29 million for Municipal Court, but
generally meet the projected Probation expenditure.

The subcommittee met with Wendy Nichaus, Director of the Hamilton County
Department of Pre-trial Services, on 2/18/2008. The three programs listed above are
instrumental in moving people from incarceration and back into the community in a
manner that gives them the best chance to avoid recidivism. Without these three
programs, the jail would be extremely overcrowded and our community would have a
much higher level of criminal activity.

1. 1617 Reading Road.

This is a substance abuse treatment program. There is a men’s program and a women’s
program. Having the programs be gender-sensitive was a big breakthrough. There are
172 beds: 58 for men and 114 for women. The building is owned by Talbert House.
The treatment program is owned by Talbert House. But the people who come to it are
from the jail, usually as a part of their incarceration. There are more slots for women
than for men because women have little opportunity at the jail for reducing their
sentences because there are no work details for women to speak of.

They served 199 women in November 2007.



This progr am is for frequent offenders, probation v1olat10ns and high-tiered OVI/DUI
offenders.

2. Re-Entry ProgrEam.

This is a separate program for those who cannot go to' 1617 Reading, e. g., mentally ill. It
begins with a team of monitors: two from the Sheriff’s Department, two from Probation, -
and three from Pre-Trial. Asa team, they monitor all who come into the jail.. They
handle about 800 per year. This team is constantly consulted by judges when considering
sentence, mitigation, and bond reduction. They are now starting to work with the Pre-
Sentence Investigation unit to keep them apprised of the mental health needs of
defendants.

The program includes an initial assessment that is gender responsive and individualized.
The program builds a re-entry plan for the individual that suits the individual’s needs. It
includes support services after the participant leaves the jail or program.

If a defendant does not get out of jail after arraignment, then they get screened by this
team. They are screened for mental illness and then for other things.

Examples of programs include:

Domestic Violence Women Defendants — may have experienced‘sexual abuse as children
and lots of violence and trauma with the prosecuting witness. Once incarcerated, these
women have no resources, no home, may lose their children. They need special help.

Child Support Defendants — especially the people who cannot pay either because they
cannot work or cannot keep ajob. This program is making strong strides to helping get
these defendants in to situations where they can make support payments.

Prostitution Defendants - “Off the Streets™ program. Gets prostitlites the substance abuse
and other help that they need. Before this program was implemented, no prostitute ever
successfully completed probation,

Johns Educatlon Program for those who sohc1ted the prostitute. The “Johns™ must
attend an education program. If they want this taken off their record, they must pass this
program and pay $1,000.-

Mental Health Court is NOT a part of this levy. Mental Health Court, which is for
misdemeanors only and is run by Judges Stantberg and Lisa Allen on Tuesday and
Wednesday afternoons, addresses those with serious mental illnesses. They still get a
conviction, but also get treatment,



3. Turning Point.
This 1s run through Probation.

Probation
As mentioned above, Turning Point uses resources from the Sherif{’s Department and
Probation. The subcommittee conferred with Mindy Kirschner from the Probation
Department. Levy resources pay for 10-day DUI, the Turning Point program, alternative

housing (transitional) housing (like a halfway house), and Re-Entry Program. -

Ohio OVI/DUT law has 10-day mandatory jail sentence for certain repeat offenders. This
is held in a minimum security facility. Levy funds pay for the entire program.

Turning Point, mentioned above, is completely funded by Drake Levy funds. Probation
participates in this program for those sent there as a part of their probation.

The Drake Levy also pays for two of the Re-Entry Program people. These people are
provided by probation and are integral parts of the success of the program.

CONCLUSION

- The TLRC subcommittee reviewed all of the programs supported by Drake Levy funds.
The funds are distributed as follows.

Drake Levy Fund -- 1.59 Mills

Expenditures {millions)

Drake $ 10.76
Sheriff $ 0.50
ADAS $ 159
Municipal Court $ 3.30
Probation $ 1.36
Auditor & Treasurer Fees $ 020
Indirect Costs $ 004
Total § 17.75

While the bulk of the funds go directly to the Drake Center, the Drake Levy funds some
other unique and extremely important functions in Hamilton County. These functions



greatly assist people with substance abuse and other problems who are caught in the
criminal justice system, but with help can avoid returning to it. With help, these |

~ individuals can get their lives back on track and return to main stream society as
productive members. The successes and benefits of these programs are measurable.

Without the resources provided by The Drake Levy, we will see increased criminal
activity, increased DUIS, increased drug abuse and prostitution, and increased demand on
our county jail, _

‘CLOSING -
On behalf of the fellow memb.e'rs of my sub.bor'nrﬁittee Tom Cooﬁey and Dale Van

Vyvan, I thank the Board of Commissioners and the Tax Levy Review Committee for the
opportunity to conduct this mid-term review and provide a service to Hamilton County.-

Sincerely,

bovoice K dids 7
Conacce Mllicd,
Connle Pillich |

Chair, Subcommittee for the Drake Levy Mid- Term Review
Tax Levy Review Committee :

Attachments:

1. Drake Levy Plan

2. Resolution related to Drake reorganization

3. Drake Reorganization Agreement and associated documents
4, Talbert House Turning Point guide to services

5. Account 300616

6. Municipal Court’s Re-Entry Program
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RESOLUTION AUTHORIZING MATTERS RELATING TO THE
REORGANIZATION OF DRAKE CENTER, INC,

: . WHEREAS, Drake Center, Inc. (“DCI") operates a long term acute care hospital and

} skilled nursing facility specializing in long-term care and rehabilitation for medically complex

- patients located in Cincinnati, Ohio that provides physical and medical rehabilitation services to

patients residing in Greater Cincinnati and surrounding areas, including’ residents of Hamilton

County, Ohio and provides other related services dlrectly and through its afﬁhates and
subsxdlanes and :

WHEREAS, the membership of DCI is comprised of public members consisting of the
members of the Board and the University members consnstmg of the members of the Board of .
Trustees of the Umniversity of Cincinnati; and

WHERILAS the business and affairs of DCI have been managed by a Board of Trustees
which is comprised of six members appomted by the Umver31ty of Cincinnati and three members
appomted by the Board; and

WHEREAS, the Board of County Commissioners, Hamilton County, Ohio (“Board”)
‘and DCI entered into various agreements in July 1989 including Lease and Operating Agreement
dated as of July I, 1989, as amended (the “Lease™) pursuant to Chapter 140 of the Ohio Revised

Code and
\ WHEREAS, on November 2, 2004, the voters of Hamilton County, Ohio voted in favor
4 of 2 .84 mill tax levy for health and hospitalization services, including, without limitation, the
services provided by DCI (the “Levy™) for a period of five years continuing through December
31, 2009' and '

WHEREAS, the Health Alllance of Greater Cincinnati, an Ohio non- proﬁt corporation,
operates an integrated health care system which includes six non- profit, tax-exempt hospitals that
provide- comprehensive health care services to residents of Greater Cincinnati and the
surrounding regions, including residents of Hamilton County, Ohio (the “Health Alliance”); and

WHEREAS, the Health Alliance and DCI are hospital agencies as defined in ORC §
140.01 and each operates hospltal facilities as defined in ORC § 140.01; and '

WHEREAS, thys Board has determined that it is in the best interest of DCI, the patients
served by DCI, and the general Hamilton County, Ohio community for the Health Alliance to
become the sole member of DCI to provide for the health and welfare of the people of the State
of Ohio, particularly, the people residing in Hamilton County, Ohio, by enhancing the
availability, efficiency and economy of hospital facilities and the services rendered thereby, to
facilitate participation and federal financial assistance provided by Title IV of the Public Health
Services Act, 60 Stat., 1041 (1946), 42 U.S.C. 291, as amended and to provide for the operation
of hospital facilities to be available to or for the service of the general public, without

\ discrimination by reason of race, creed, color or national orlgm in accordance with O.R.C. §
) 140; and T __ ) -
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WHEREAS, DCI, the University of Cincinnati, the Health Alliance and this Board
propose to enter tnto a reorganization agreement in the form set forth in the Reorganization
Agreement of Drake Cenler, Inc., attached hereto and incorporated herein by reference as Exhibit
A (“the Reorganization Agreement”), pursuan! to which DCI and the Board will enter into an
amendment to the Lease in the form set forth in the Amendment to Lease Between Hamilton
County as Lessor and Drake Center, Inc. as Lessee attached heréto and incorporated herein by
reference as Exhibit B (“the Lease Amendment”), and the members of the Board, in their
capacities as members of DCI, will authorize the amendment of the Code of Regulations of DCI
to substitute the Health Alliance as the sole member of DCI;

WHEREAS, it is also the desire of the Board to enter into an agreement with DCI in the
form set forth in the Settlement, Release and Financial Support Agreement attached hereto and
incorporatéd herein by reference as Exhibit C (“the Financial Support Agreement™) pursuant to
which the Board’s financial responsibilities with respect to DCI shall be limited to a yearly levy
stipport in.2006, 2007, 2008 and 2009 of Ten Million Seven Hundred Slxty One Thousand Nine
Hundred Sixty Six Ml]hon Dollars ($10,761,966); and

NOW, THEREFORE, BE IT RESOLVED, that Hamilton County Administrator
‘Patrick Thompson is hereby authorized, on behalf of the County, to execute the Reorganization
Agreement, the Lease Amendment and the Financial Support Agreement substantially in the
forms attached hereto and incorporated herein by reference as Exhibits A, B and C, respectively,
upon (a) approval as to form with respect to the Reorganization Agreement and the Financial
Support Agreement by the Hamilton County Prosecutor’s Office; and (b) upon the Auditor’s
- Certificate with respect to the certificalion of funds, as such may be required pursuant to §
5705.41(d) of the Q.R.C.; and ' '

BE IT FURTHER RESOLVED, that the Clerk of the Board is hereby authorized and
directed to certify copies of this Resolution to Hamilton County Administrator Patrick
Thompson, Hamilton County Prosecuting Attorney, Joseph T. Deters; Chief Assistant Hamilton
County Prosecutor, James W. Harper, Esq.; Hamilton County Assistant Prosecuting Attorney,
Roger E. Friedmann, Esq.; Counsel for the Health Alliance, ‘Thomas W. Kahle, Esq.; and
Hamilton County Counsel, Thomas L. Gabelman, Esq.

ADOPTED at a regularly adjourned meeting of the Board of County Comnnss:oners,
day of May, 2006.

M. Heimlich  Ayp =~ Mr Portune NO  Mr.DeWine  avyp
CERTIFICATE OF CLERK

IT IS HEREBY CERTIFIED that the foregoing is a true and correct transcript of a
Resolution adopted by the Board of Countv Commissioners, Hamilton County, Ohio in session
the 24 day of May, 2006.

'
(%)
'
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"IN WITNESS WHEREOF, | have hereunto set my hand and affixed the Official Seal of
the Office of the Board of County Commissioners, Hamilton County, Ohio this.—2% -

) ‘May,2006.

ne Panioto, Clerk
oatd of County Commissioners -
Hamilton County, Ohio

PR

D6232000 - Cincinnati - 5840000



Execution Version

COM'RS MIN
VOL 302

MAY 274 2006
mace (» ALY, |

REORGANIZATION AGREEMENT

OF

DRAKE CENTER, INC.

Mayo24, 2006
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EXHIBITS
Exhibit A — Written Action of the Members of Drake Center, Inc.

Exhibit B — Amendment to the Lease bétween Hamilton County, as lessor, and Drake Center, Inc.. as
‘lessee, dated as of July 1, 1989. o

SCHEDULES

Schedule 3.1.1 - Organization

Schedule 3.1.2 — Trustees, Directors and Officers of DCI
Schedule 3.2 = DCI Affiliates '

Schedule 3.3 < No Breach

Schedule 3.4 - Title to Properties

Schedule 3.8 — Absence of Undisclosed Liabilities - _
Schedule 3.9 - Events Subsequent to the Date of DCI Financial Statements
Schedule 3.10 — Outstanding Debt ' :

Schedule 3.11 - Litigation and Investigations

Schedule 3.12 - Taxes

Schedule 3.15.1 — Employee Plans

Schedule 3.15.2 - Pension Plans _

Schedule 3.15.3 — ERISA Compliance

Schedule 3.15.4 — Tax Liabality under Section 4975 of Tax Code
Schedule 3.15.5 — Changes to Employee Plans

Schedule 3.16 ~ Cost Reports
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DRAKE CENTER, INC.

“ THIS REORGANIZATION AGREEMENT OF DRAKE CENTER, INC. (the
“Agreement”) dated as of this - day of May, 2006, is entered into by and among: (i) The Health
Alliance of Greater Cincinnati, an Ohio nonprofit corporation that 1s exempt from federal taxation under

 Section 501(e)(3) of the Internal Revenue Code of 1986, as amended (the “Health Alliance™); (11) Drake

Center, Inc., an Ohio nonprofit corporation that is exempt from federal taxation under Section 501(c)(3)
of the Internal Revenue Code of 1986, as amended (“DCI”); (iii) Hamilton County, Ohio, a county and
political subdivision in and of the State of Ohio (the “‘County™); and (iv) the University of Cincinnati, a
state university of the State of Ohio (the “University”) (collectively, the Health Alhance the County,
the University and DCl are referred to herem as the “Parties”).

- RECITALS

1. DCI operates a long-term acute care hospital and skilled nursing facility located in
Cincinnati and specializing in long-term care and rehabilitation for medically complex patients that
provides physical and medical rehabilitation services to patients residing in greater Cincinnati and
surrounding areas, including residents of Hamilton County, and prov1des other related services ‘through
itself, 1ts affiliates and subsidiaries.

' 2. DCI leases and operates certain assets pursuant to a Lease and Operatmg Agreement
between the County and DCI dated July 1, 1989, as amended (the “Lease™).

3. The members of the Board of County Commissioners of the County constitute the
“Public Members” of DC], as defined in the DCI Code of Regulations (the “Public Members’), and the
members of the Board of Trustees of the University constitute the “University Members,” as defined in
the DCI Code of Regulations (the “University Members,” and, collectively with the Public Members,
the “Members™). Collectively, the University Members and Public Members constitute 100% of the
members of DCL

4, The Health Alliance operates an integrated health care system involving six non-profit,
tax-exempt hospitals that provides comprehenswe health care services to residents of the greater
Cincinnati area and the surroundmg regions, including residents of Hamilton County \

5. The Board of Trustees of DCI and the Members ha‘,e determmed that it 1s 1n the best
interests of DCI, the patients served by DCI and the general Hamilton County, Ohio community for the
Health Alliance to become the sole member of DCL

6. The Board of Trustees of DCI and the Members desire to amend the Code of Regulations
of DCI in a manner in which the Health Alliance would become the sole member of DCI and, thus,
succeed to the rights of the Members under Ohio law, upon and subject to the terms and conditions of
this Agreement (the amendment to the Code of Regulations and other actions described in this
Agreement being referred to as the “Reorganization”) '

7. The Health Alhance 1s a “hospital agency,” as defined.in Section 140.01 of the Ohio
Rewsed Code (“ORC”), and operates “hospital facilities,” as defined in ORC Section 140.01.
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9. DCI 15 a “hospital agedcy,” as defined in ORC Section 140.01, and operates “hospital
facilities,” as defined in ORC Section 140.0].

8. The County 1s a “public hospi_tal agency,” as defined in ORC Section 140.014

10. The Parties have each individually determined to enter into this Agreement and cause the
Reorganization to be effected in order to provide for the health and welfare of the-people of the State of
Ohio, particularly the people residing in Hamilton County, by enhancing the availability, efficiency, and
economy of hospital facilities and the services rendered thereby, to obtain economies in operation and
more effective health service, to facilitate participation in federal financial assistance provided by Title
IV of the “Public Health Service Act,” 60 Stat. 1041 (1946), 42 U.S.C. 291, as amended, and to provide
efficient operation of hospital facilities to be available to or for the service of the general pubhc, without
discimination by reason of race, creed, color, or national ori gin, in accordance with Chapter 140 of the
ORC. : - -

11.  On November 30, 2005, DCI and the Health Alliance entered into a Management
Agreement pursuant to which the Health Alliance provides certain management services to DCI relating
to the operations of DCI and its Affiliates for the period commencing December 1, 2005 through June
30, 2006, subject to the rights of DCI to extend the term for an additional term of six {6) months (the
“Interim Management Agreement”). '

12. Simultaneously with the execution of this Agreement, the County, DCI and the Health
Alliance shall enter into a Settlement, Release and Financial Support Agreement relating to the County’s
financial support of DCI for the period ending December 31, 2009 (the “Financial Support.
Agreement”). _

AGREEMENT

In consideration of these premises and the mutual and dependent promises hereinafter set
forth, the parties hereto agree as follows:

ARTICLE 1.
TRANSFER OF MEMBERSHIP INTERESTS

SECTION 1.1 Amendment of Cede_of Regulations of DCI. DCI, by action of ifs
. Board of Trustees, and the Members will cause the Code of Regulations of DCI to be amended as
described in the resofution attached as Exhibit A, so that the Health Alliance will be the sole member of
DCT effective on the Closing Date (as defined in Section 2.1).

SECTION 1.2 Resignation of Directors of DCI. The County and the University shall
cause the members of the Board of Directors of DCI and any members of the Board of Directors or
Board of Trustees of any DCI Affiliate (as defined in Section 3.2} designated by the University
Members and Public Members to resign from such position effective no later than the Closing Date.
The obligations of the County and the University under this Section 1.2 are several, and not joint. and
scveral, and neither the University nor the County shall have any liability for the failure of the other to
satisfy its obligations tnder this Section 1.2. :

- SECTION 1.3 Post-Closing Rights of the Health Alliance. Effective as of the Closing
Date, the Health Alliance will become the sole member of DCI and will have, with respect to DCI, all of
the nghts, privileges, duties and obligations, if any, of a member of a nonprofit corporation provided by

2.
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Chapter 1702 of the Ohio Revised Code, and any amendments theréto or corresp f

any future law, and all other rights of a member under Ohio statutory or case law.

SECTION 1.4 DCI Affiliates. To the extent not encompassed by the amendment of the

.Code_' of Regulations as described in Section 1.1, the County will cause.the Public Members and the

University will cause the University Members to take all steps necessary to transfer, assign and convey

-to the Health Alliance all, of such Member's membership, ownership or beneficial interest, as the cage

may be, in all entities identified as DCI Affiliates on Schedule 3.2. The obligations of the County and

_-.the University under this Section 1.4 are several, and not joint and several, and neither the University
nor the County shall ha ve any liability for the failure of the other to satisfy its obhgatxons under this

Section 1.4.

, SECTION] 5 Llabxlltles of DCI. W1thout limiting the general effect of ORC Section
1702 55(A), none of the Public Members, the University- Members, the County or the University are

liable for the liabilities or obligations of DCIL. It is not the intent of the Parties hereto that any liabilities

or obligations -of DCI' be transferred to, or assumed by, the Health Alltance as a result -of the
Reorganization None of the Health Alliance, the Public Members, the University Members, the County

. or the University. shall assume or become responsxblc for any liabilities or obhgatlons of DCI as a result

of the Reorganization.

SECTION 1.6 No Contlnumg Liabilities. Notwithstanding anything to the contrary in
this Agrecment none of the Members, the County or the University shall have any liability to the Health
Alliance for any actions of DCI or any DCI Affiliates after the Closmg Date, regard]ess of when any
such actlon occuired. A . .

ARTICLE 2.
CLOSING
SECTION 2.1 .~ Closing. Subject to satisfactory completion of all conditions set forth in

ARTICLE 8, the closing of the transactions contemplated by this Agreement (the “Closing”) will take
place at the ofﬁces of the Health Alliance on a date and time selected by the Health Alliance, which date
shall be within ten (10) days of the completion of the approval referenced in Section 7.1 hereof (the
“Closing Date”). :

" SECTION 2.2 Effectlve Time. The Closing shal] be effectwe as of 12:01 am. on July 1,

'ARTICLE 3.
REPRESENTATIONS AND WARRANTIES OF DCI

In order to induce the Board of Trustees of DCI and the Mcmbers to take the actions
described in Section 1.1 hereof, and to induce the Health Alliance to become the sole member of DCJ,
DCI represents and warrants, to the knowledge of DCI (as defined in Section 3.17 hereof), to the Health

‘Alhance, the Members, the County, and the University as follows:

SECTION 3.1 Organization, Qualification and Corﬁor'ate Power.

3.1.1 Except as set forth on Schedule 3.1.1, DCI and each of its Affiliates (as
hereinafter defined in Section 3.2} is duly incorporated or organized, validly existing, and in good
“standing or in full force and effect under the laws of the State of Ohio. DCI and each of its Affiliates

3.
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have the corporate or limited liability company power and authority to own and }Md'"[%ren—'resp
properties and to carry on its respective business as now conducted.

3.1.2  The members, trustees, dircctors and officers of DCI and each of its Affihates, a
true and complete hst of whom 1s set forth on Schedule 3.1.2, were duly and properly elected.

*

SECTION 3.2 Affiliates. Schedule 3.2 identifies each Affiliate of DCI and the percent
ownership or voting control by DCI of such Affiliate. There are no DCI Affiliates other than the entities
identified as “DCI Affiliates” on Schedule 3.2. For purposes of this Agreement, the term “DCI
Affiliate” or “Affiliate” means an entity which is controlled by, controls, or 1s under the common
control with DCL. “Controel” of an entity means possession of more than fifty percent (50%) of the
voting interest in the controlled entity. Except as disclosed on Schedule 3.2, DCI does not (i) own of
record or beneficially, directly or indirectly, any shares of capital stock or securities convertible into
capital stock, or hold the membership right of any other corporation or have any participating interest in
any partnership, joint venture, limited liability company or other business enterpnise; or (1) control,

© directly or inditectly, any other enlity.

SECTION3.3 ~  No Breach. Except as sef forth in Schedule 3.3, the execution, delivery
and performance by DCI of this Agreement and related agreements contemplated herein do not and will
not (i) contravene or conflict with the existing Articles of Incorporation or Codes of Regulations of DCI
or the organizational documents of any of its Affiliates; (ii) contravene, violate, or conflict with any
material law or regulation applicable to DCT or any of its Affiliates; or (i11) constitute a default under or
give rise to any right to terminate any agreement, contract or other instrument binding upon DCI or any
of its Affiliates that is material to DCI and its Affiliates, taken as a whole, or any license or Permit (as
defined in Section 3.5) held by DCI or any of its Affiliates that is matenal to DCT and its Affihates,
taken as a whole.

- SECTION 34 Title to Properties. Except as disclosed in Schedule 3.4, DCI and its
Affihiates have sufficient title and/or rights of possession to all of the real property and to the material
equipment used in the operation of their respective businesses. o

SECTION 3.5 Compliance With Law. To the knowledge of DCI, DCI and each of its
- Affiliates have complied in all material respects with, and is complying in all material respects with, all
applicable laws, rules, regulations, and ordinances (including Medicare and Medicaid laws, fraud and
abuse and Stark laws) and have obtained all material state, federal, special or local governmental
authonizations, licenses, certificates (including Certificates of Need) or permits (the “Rermits™) required
to conduct their respective businesses, as such businesses are presently bemng conducted, the failure or
absence of which Permits . would have a material adverse effect on the businesses of DCI and its
Affiliates, taken as a.whole. To the knowledge of DCI, persons who provide professional services under
agreements with any of DCI or the Affiliates have not been excluded from the Medicare program or any
state health care program under 42 U.S.C. § 1320-7 and DCI is not aware of any pending or threatened
exclusion action against such professional persons. ' '

SECTION 3.6 Validity. DCT has the necessary corporate power and authority to execute
and deliver this Agreement and all other agreements and documents needed to consummate the
contemplated transactions. All corporate or limited liability company action of DCI and jts Affiliates
necessary for such execution and delivery and the performance thereof will, by the Closing Date, have
been duly taken. This Agreement does, and all agreements related to the contemplated transaction,
- when duly executed and delivered by DCI and by the other partics thereto, will constitute the legal,
valid, and binding obligations of DCI enforceable against DCIin accordance with their respective terms,

4.
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subject as to enforcement of remedies to the discretion of courts in awarding eq

applicable bankruptcy, reorgamzatxon insolvency, moratorium and similar laws affecting the rlghts of
creditors generally. _

SECTION 3.7 Financial Statements. .DCI has furnished to the Health Alliance and the
County the audited financial statements of DCI as of June 30, 2005, including the balance sheet and the
related statements of revenue and expenses, cash flows and changes in genetal fund balances of DCI for
the year then ended (the “DCI. Financial Statements”). Pursuant to the Interim Management
Agreement, the Health Alliance has caused DCI to prepare interim financial statements for the monthly
periods through March 31, 2006, copies of which have been provided to the DCI Board of Trustees, the
Health Alliance and the County. Except as otherwise noted in the DCI Financial Statements, the DCI
Financial Statements have been prepared in accordance with generally accepted accounting principles
‘consistently applied and fairly present in all material respects the financial position of DCI and its
© Affiliates and the results of operatlons and changes in financial position as of the dates and for the

- periods spemﬁed

SECTION 38 Absence of Undisclosed Liabilities. Except as set forth on Schedule 3.8,
as of the date of this Agreement, neither DCI nor any of its Affiliates, has any liability of any nature
(whether absolute, accrued, contingent or otherwise) that is matenial to DCI and its Affiliates, taken as a
whole, including, without limitation, liabilities to Medicare, Medicaid and other third party payors, or
liabilities for federal, state, local or foreign taxes or liabilities to customers or suppliers, other than (i)
Habilities for which full provision has been made on the DCI Financial Statements; (ii) liabilities arising
since the date of the DCI Financial Statements and prior to the date of this Agreement in the ordinary
course of business and consistent with past -practice and which are not inconsistent with the
representations, warranties and covenants of DCI or any other provision of this Agreement or related
agreements and instrumerits, and (iii) liabilities which in the aggregate would not exceed $50,000,

‘ SECTION 3.9 . Events Subsequent to the Date of the DCI Financial Statements.
Except as disclosed on Schedule 3.9, since the date of the DCI Financial Statements, neither DCI nor
any of its Affiliates has: (i) issued any stock, bond or other corporate security, created or 'issued any
- membership interest or issued - any rights to acquire any such stock, bond, corporate security or
membership interest; (ii) incurred any indebtedness for borrowed money; (iii) declared or made any
payment or distribution to members or shareholders or purchased or redeemed any membership or share
of its capital stock or other security; (iv) mortgaged, pledged or subjected to lien any material portion of
its assets, tangible or intangible, other than liens which arise by operation of law, liens of current real
property taxes not yet due and payable or liens on assets pursuant to purchase money, security interests
incurred in the ordinary course of business; (v} sold, assigned or transferred any material amount of its
tangible assets or canceled any material amount of debts or obligations owed to 1t, except in the ordinary
course of business; (vi) made any change in officer compensation, other than regularly scheduled
increases consistent with an existing comnpensation program and past practices; {vii) made any material
change in the manner of business or operations including any change in accounting principles and
-practices; (viii) entered into any material transaction. except in the ordmary course of business or as
otherwise contemplated hereby; or (ix) entered into any commitment (contingent or otherwise) to do any
of the foregoing, any of which would have a matenial adverse effect on the financial condition of DCI
and its Affiliates, taken as a whole. No action taken by the Health Alliance under the Interim
Management Agreement shall be attributed to DCI or any DCI Affiliate under this Section 3.9.

SECTION3.10  Outstanding Debt. Except as disclosed in Schedule 3.10, there exists no
default under the provisions of any instrument evidencing any indebtedness of DCI or any of its
Affiliates, or any agreement relating thereto. Except as disclosed in Schedule 3.10, neither DCI nor any

5.
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of its Affiliates has made any outstanding loans or advances to any person or 1s obligated™t ,
such loans or advances other than advances to employees for expenses incurred on behalf of DCI or its
Affiliates in the ordinary course of business.

SECTION 3.11 Litigation and Investigations. To the knowledge of DCI, and except as
disclosed on Schedule 3.11, there is no: (i} action, suit, claim, proceeding, or investigation pending br
threatened against DCI or its Affiliates by any private party or any federal, state, mumcipal, or other
governmental department, commuission, board, bureau, agency or instrumentality, domestic or foreign,
(1) arbitration proceeding relating to DCI or its Affiliates pending under collective bargammg
agreements or otherwise; or (iii) governmental or professional inquiry pending or threatened against or
directly affecting DCI or its Affiliates (including, without limitation, any inquiry as to the qualification
of DCI or its Affiliates to hold or receive any license or permit), any of which, if decided adversely to
DCI or its Affiliates, would have a material adverse effect on the financial condition of DCI and its
Affiliates, taken as a whole. Except as set forth on Schedule 3.11, neither DCI nor any of its Affiliates is
in default with respect to any order, writ, injunction, or decree known to or served upon it by any
federal,” state, municipal; or other governmental department, commissicn, board, bureau or agency,
domestic or foreign.

SECTION 3.12 Taxes. DCI, on behalf of itself and its Affiliates, has filed all federal,
state, county and local tax returns, including, without limitation, income, sales, single business, payroll,
“premium, withholding, infonmational and personal property tax returns, required to be filed by it or them
and such returns were true, correct, and complete in all material respects. Except as disclosed in
Schedule 3.12, all taxes due by reason of the operations conducted by DCI and 1ts Affiliates have been
paid, including, without Jimitation, all taxes which DCI and 1ts Affiliates are obligated to withhold from
accounts owing to employees, creditors, and third parties. Except as disclosed in Schedule 3.12, all such
taxes for which any such party has become obligated pursuant to elections made in accordance with
generally accepted accounting principles have been paid and adequate reserves have been established for
all taxes accrued but not yet payable. Since January 1, 2000, the federal income tax returns of DCT and
its Affiliates have never been audited by the Internal Revenue Service, except as disclosed in Schedule
3.12. There 1s no tax lien, whether imposed by any federal, state, county or local taxing authonty
oulstanding against the assets, properties or businesses of DCI or the Affiliates. Neither DCI nor any of
its Affiliates have executed or filed any consent or agreement to extend the period for assessment. or
collection of any such taxes. DCI is exempt from federal income tax pursuant to. Section 501(c)(3) of
the Internal Revenue Code of 1986, as amended (the “Tax Code™), and DCI 15 a “hospital” within the
meaning of Section 170(‘0)(1)(A)(|11) of the Tax Code. DCl is not aware of any proceeding, pendmg or
threatened, or of any existing circumstances, which could reasonably be anticipated to resuit 1n the loss
or revocation of the aforementioned exemption held by DCI.

SECTION 3.13 Cost Reports. Except as disclosed in Schedule 3.13, the Medicare and
Medicaid cost reports of DCI were filed when due. Except for disputes between DCI and the Medicare
fiscal intermediary or Medicaid fiscal agent which concern the payment of an individual claim (as
opposed to such disputes concerning the night of DCI to receive Medicare or Medicaid reimbursement
generally or to participate in the Medicare or Medicaid programs), and, except as set forth on Schedule
3.13, there 1s no dispute between DCI and any govemmental authorities or the Medicare fiscal
intermediary regarding such cost reports, other than with respect to adjustments thereto made in the
ordinary course of business or which are fully reflected on the DCI Financial Statements. To the
knowledge of DCI, DCI is not subject to any material pending, but unassessed Medicare or Medicaid
~claim payment adjustments, except to the extent DCI has estabhshed adequate reserves for such
adjustments.
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SECTION 314 Medicare and Medicaid Certification; Accreditation

3.14.1 To the extent applicable (o their respectwe ‘businesses, each of DCI and the
Affiliates has met and does meet, without material exception, the conditions for pamclpatlon mn the
Medicare and Medicaid programs, and, to the knowledge of DCI, there is no pendlng or threatened

proceedmg or investigation under such programs involving DCI or its Affiliates. ‘

3.14.2 DCI is fully accredited by the Joint Commlssmn on Accredltatlon of Healthcare
: Orgamzations (“JCAHO”) and the Commission on Accreditation of Rehabilitation Facilities
(“CARF”). To the knowledge of DCI, there is no pending or threatened investigation of DCI by
JCAHO or CARF, which investigation is not otherwise conducted in the ordinary course of business.

SECTION 3.15. Employvee. Benefit. Plans. For purposes of this Agreement, the term
“Employee Plan” includes any pension, retirement, savings, disability, medical, dental or other.health
- plan, life insurance (including any individual life insurance policy as to which DCI or any of its

. Affiliates makes premium payments, whether or not DCI or any of its Affiliates 1s the owner,
‘beneficiary or both of such policy) or other death benefit plan, profit sharing, deferred compensation,
stock option, bonus or other incentive plan, vacation benefit plan, severance plan or other employee
benefit plan or arrangement (whether written or arising from custom), including, without limitation, any
employee pension benefit plan (“Pension Plan”) as defined in Section 3(2) of the Employee Retirement
Income Security Act of 1974, as amended (“ERISA”), and any employee welfare benefit plan as
- defined in Section 3(1) of ERISA (“Welfare Plan”), whether or not any of the foregoing is funded, and
- whether written or oral.

3.15.1 There are no. Employee Plans, other than those listed in Schedule 3.15. 1, (1) to
Wthh DCI or any of its Affiliates is a party or.by which DCI or any of its Affiliates (or any of their
rights, properties or assets) is bound or (i1) with respect to which DCI or any of its Affiliates has made
payments, contributions or commitments or may otherwise have any liability (including any such plan or
arrangement formerly maintained by DCI or any of 1 1ts Affiliates). :

3.15. 2 Except as disclosed in Schedule 3.15.2, no Pension Plan is a “defined benefit
plan as defined n Section 3(35) of ERISA, or a “multi-employer plan,” as defined in Sectlon 4001(a)
of ERISA.

3.15.3 Except as disclosed in Schedule 3.15.3, to DCI’s knowledge, each Employee
' Plan, the administrator and fiduciaries of each Employee Plan, and DCI and its Afﬁhates at all times
complied in all material respects with the applicable requirements of ERISA, as it relates to them,
including, but not limited to, the fiduciary responsibilities imposed by Part 4 of Title 1, Subtitle B of
ERISA, and any other applicable law (including regulations and rulings thereunder) governing each
Employee Plan, including, without limitation, Sections 403(b) and 457 of the Tax Code. Each
Employee Plan has at all times been properly administered in accordance with all such requirements of
law, except where the failure to be so administered will not have a material adverse effect on the
. financial condition of DCI and its Affiliates, taken as a whole. To the knowledge of DCI, no lawsuits or
“complaints to, or by, any person or governmental entity have been filed or are pending and no state of
facts or contemplated event could be reasonably likely to give rise to any such lawsuit.or complaint with
~ respect to any Employee Plan. Without limiting the foregoing, and except as disclosed in Schedule
3.15.3, the following are true as of the date of this Agreement, with respect to each Employee Plan:

_ 3.153.1 DCI and its Affiliates have filed or caused to be filed on a timely
basis each and every return, report, statement, notice, declaration and other document required to be

-
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filed by any government agcncy, federal, state and local (including, without linm
Revenue Service and the Department of Labor), with respect {o each Employee Plan whlch 1f not filed,
would have had a material adverse effect on the financial condition of DCI and 1ts Affiliates, taken as a
whole.

3.15.4 Except as disclosed in Schedule 3.15.4, with respect lo each Employee Plan*to
DCI’s knowledge, there has not occurred, nor is any person or entity contractually bound to enter into,
any transaction giving rise to any tax or lability under Section 4975 of the Tax Code or Section 406 or
Section 502(i) of ERISA for which an exemption is not available,

3.15.5 DCI has made available to the Health Alliance true and correct copies of all
financial statements, if any, and annual reports on Form 5500 for each Employee Plan and, except as
disclosed in Schedule 3.15.5, no change which has a material adverse effect to the financial condition of

- DCI and its Affiliates, taken as a whole, or any Employee Plan has occurred with respect to the financial
condition or funding of the Employee Plans since the date of such ﬁnanmal statements.

3.15.6 DCI and its Affiliates have complied in a)Jl material tespects with the
requirements, to the extent applicable, of the Consolidated Omnibus Budget Reconciliation Act of 1985
(“COBRA™) with respect to the continuation of employer-provided health benefits following a
“qualifying event” which would otherwise terminate such benefits, as provided 1n Section 4980B(f) of
the Tax Code and applicable regulations and Intemmal Revenue Service rulings, notices, and other
pronouncements.

SECTION 3.16 Accuracy of Material Due Diligence Information. The former management
of DCI has supplied directly o the Health Alliance or indirectly to the Health Alliance through the
Spectal Committee of DCI’s Board of Trustees (the “Special Commuttee”) substantial information
concerning its operations, an index of which, prepared by DCI's former management, has been
furnished to the Health Alliance. All items described on the Index, except those indicated with an “*”,
and all financial projections or other forward-looking information, are referred to as the “Matenial Due
Diligence Information”.  The Health Alliance acknowledges that the Material Due Diligence
Information. was prepared by DCI’s former management and fumished to the Health Alliance in
response lo specific mquirtes of the Health Alliance and that events subsequent to the dates such
information was furnished have affected the accuracy or completeness of such matertal. DCI represents,
to its knowledge, that the Material Due Diligence Information, taken as a whole, was in all material
respects an accurate and complete response to inquiries posed by the Health Alliance as of the date
furnished. It is understood that the continuance of historic operating losses shall not be deemed to make
any Matenal Due Diligence Information furnished 1naccurate or incomplete. N

SECTION 3.17 - Disclaimer of Other Representations and Warranties. Except as
expressly set forth in this Article 3, DCI makes no representation or warranty, express or implied, at law
or in equity, in respect of DCI and its Affiliates, or any of their respective assets, liabilities-or operations,
including with respect to merchantability or fitness for any particular purpose, and any such other
representalions or warranties are hereby expressly disclaimed. The Health Alliance hereby
.acknowledges and agrees that, except to the extent specifically set forth in this Article 3, the Health
Alliance is acquiring the membership interests of DCI on an “as-is, where-is" basis. For purposes of the
representations and warranties made by DCI in- this Article 3, the knowledge of DCI shall be deemed to
mean (i) with respect to matters prior to December 1, 2005, the actual knowledge of Joseph Steger,
Chairman of the Board of DCI, based solely on inquiry of past officers of DCI and without any
additional investigation or inquiry, and the actual knowledge of Lori Knauf and Rod McKenzie, and (ii)
with respect to matters on or after December 1, 2005, the actual knowledge of Joseph Steger based

.8-
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solely on inquiry of Karen Bankston and review of reports provided to DCI by the s & !
pursuant to the Interim Manageménp Agreement, but without any_-additional investigation or inqujry_
Any matters disclosed in any one Exhibit or Schedule attached to, or delivered in connection with, this
Agreement shall be deemed full disclosure of such matter for purposes of this Agreément and al] such
Exhibits or Schedules. : _
ARTICLE 4.
REPRESENTATIONS AND WARRANTIES OF THE HEALTH ALLIANCE

The Health Alliance represents and warrants to the Membefs,- DCI, the County and the
- Umiversity as follows: . :

SECTION 4.1 Organization, Qualification and Corporate Power. The Health
Alliance is a non-profit corporation, duly incorporated, validly existing and in good standing under the
laws of the State of Ohio. The Health Alliance has the corporate power and authority to own and hold
its properties and to carry on 1ts business as now 'conducted. The directors and officers of the Health
Alliance have.been duly and properly elected and all actions of the Board of Directors of the Health
Alliance required for the consummation of the transactions contemplated by this Agreement, have been

taken pursuant to proper and valid approvals:

SECTION 4.2 - No Breach. The execution, delivery and performance by the Health
Alliance of this Agreement and related agreements contemplated herein do not and will not ()
contravene or confhict with the Articles of Incorporation or Codes of Regulations of the Health Alliance;
(i) ‘contravene, violate, or conflict with any material law, regulation, judgment, order or decree
applicable to the Health Alliance; or (i) constitute a default under or give rise to any right to terminate
any material agreement, contract or other instrument binding upon the Health Alliance, or any material
license, permit or other similar authorization held by the Health Alliance.

SECTION 4.3 Yalidity. The Health Alliance has the full corporate power and authority
- to execute and deliver this Agreement and all other agreements and documents necessary to consummate
the contemplated. transactions and all corporate action of the Health Alliance necessary for such
-execution and delivery and the. performance thereof will, by the Closing Date, have been duly taken.
This Agreement and all agreemeénts related to this transaction have been duly executed and delivered by
the Health Alliance and, when duly executed by the other parties thereto, will constitute the legal, valid,
and binding obligation of the Health Alliance enforceable in accordance with their terms, subject as to
enforcement of remedies to the discretion of courts in awarding equitable relief and to applicable
* bankruptcy, reorganization, msolvency, moratorium and similar laws affecting the rights of creditors

consent of any party other than the Health: Alliance pursuant to any contract, agreement or- other
undertaking of the Health Alliance, or pursuant to any order or decree to which the Health Alliance 1S a
party or to which its properties or assets are subject. ' '

. SECTION 4.4 Breach_of DCI's Representations and_Warranties. The Healt}
Alhance, in connection with its activities under the Interim Management Agreement dated November
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SECTION 4.5 Disclaimer of Other Representations and Warran ig™~ERTopT 15—
expressly set forth in this Article 4, the Health Alliance makes no representation or warranty, express or
‘implied, at faw or in equily, in respect of the Health Alliance, or any of its assets, liabilities or
operations, mcluding with respect to merchantatlity or fitness for any particular purpose, and any such
other representations or warranties are hereby expressly disclaimed. -

L)

ARTICLE 5. L
REPRESENTATIONS AND WARRANTIES OF THE COUNTY

The County represents and warrants to the Health Alliance, DCI, the University and the
Members as follows: '

SECTION 5.1 Organization and Approval. The: County 1s a county and political
subdivision of the State of Ohio. All transactions contemplated by this Agreement have been approved
by the County{_

SECTIONS52 . Lack of Knowledge of any Breach of any DCI Representation. The
County is unaware of any circumstance or event which would constitute a breach of any representation
made by DCI in ARTICLE 3 hereof in any material respect. This representation is made with full
acknowledgement by the remaining Parties that the County does not manage or direct the affairs of DCI
has undertaken no express” or implied duty to conduct any investigation or due diligence process to
venfy the accuracy of the representations made by DCI, and has not conducted such an investigation.
This representation is expressly limited to the knowledge of the County Commissioners, Ronald -
Roberts, Eric Stuckey, and Paula Knecht.

ARTICLE 6. ' -
REPRESENTATIONS AND WARRANTIES OF THE UNIVERSITY

The University represents and warrants to the Health Alliance, DCI, the County and the
Members as {ollows: '

SECTION 6.1 Organization and Approval. The University 1s a state university of the
State of Oho. The Reorganization and this Agreement have been approved by the University.

ARTICLE 7.
JOINT COVENANT OF THE PARTIES

SECTION 7.1 Regulatory and Contractual Approvals. Between the execution of this
Agreement and the Closing Date, the Parties will work diligently and in good faith to complete all
necessary regulatory filings and secure all necessary consents, including, without limitation, filings with
the Ohio Attomey General pursuant to Section 109.34 et seq. of the Ohio Revised Code, in order to
complete the Reorganization pursuant to the intent and purposes of the Parties.

ARTICLE 8.
CONDITIONS TO CLOSING

The obligations of the Members and the Health Alliance to consummate this Agreement
and any other transaction contemplated by this Agreement are subject to the satisfaction or waiver by
each of the Members or the Health Alliance, as the case may be, on or before the Closing Date, of the
following conditions:



SECTION 8.1 Representations and Warranties to be True and Correct. Excepr
‘respect to representations and warranties that are made at a specific date (e.g., the date of this
Agreement) or as otherwise stated in a specific representatxon or warranty, the representations and

\ - warranties made herein by Parties are true, complete, and correct in all material respects on and as of the

Closing Date with the same effect as though such representations and warranties had been made on and
as of such date, and the Members and an officer of each other Party has certified to such effect to the
other Parties in writing. Notwithstanding the foregoing, the Health Alliance shall be obhgated to
consummate this Agreement and the transactions hereby contemplaied unless the breaches of
representations and warranties by DCI, taken together, constitute a fundamental impairment of the
business of DCI and its Affiliates, taken as a whole.

SECTION 8.2 Action/Proceeding. No court or any governmental entity has issued an
order restraimng or prohibiting the transactions herein contemplated; and no governmental entity has
-commenced or threatened in writing to commence any action or suit before any court of competent
- junisdiction or other governmental entity that seeks to restrain, prohibit or seek a remedy that would
have a.material ‘adverse action on the transactions contemplated hereunder.

SECTION 83 Performance. Each Party has performed and complied in all material
respects with all agreements contemplated herein that are required to be performed or complied with by
such Party prior to or at the Closing Date including, but not limited to, the amendments to the DCI Code
and the resignation of directors of DCI and its Affiliates, all effective as of the Closing Date.

SECTION 8.4 Approvals.  All necessary corporate and govemmental regulatory
approvals and contractual consents for the transactions contemplated by this Agreement have been
obtained including, without limitation, filings with the Ohio Attorney General pursuant to Section
109.34 et seq. of the Ohio Revised Code, except where the failure to obtain such consent or approval
would not have a matenal adverse effect on the business or operations of DCI and its Affiliates, taken as
a whole, after the Closing.

SECTION 8.5 Supporting Documents. The Health Alliance has received gopies of the
following documents:

8.5.1 The Articles of Incorporation or Articles of Organization of DCI and each
Affiliate, certified within thirty (30) days of the Closing by the Secretary of the State for the State of
Ohio or the Secretary of State of the state in which any such Affiliate is incorporated or organized;

8.5.2 A certificate of the Secretary or an Assistant Secretary of DCI dated as of the
~ Closing Date and certifying: (i) that attached thereto is a true and complete copy of the Articles of
Incorporation and theCode of Regulations of DCI, as amended and as in effect on the date of such
certification; (ii) that attached thereto is a true and complete copy of all resolutions adopted by the Board
of Trustees of DCI authorizing the execution, delivery, and performance of this Agreement and all
transactions contemplated by this Agreement and that all such resolutions are in full force and effect and
are all the resolutions adopted in connection with the transactions contemplated by this Agreement; (iii)
that the Articles of Incorporation have not been amended since the date of the last amendment referred
to in the certificate delivered pursuant to Section 8.5.1 above; and (iv) to the incumbency and specimen
signature of each officer of DCI executing this Agreement and a certification by another officer of DCI
as to the incumbency and signature of the officer signing the certificale referred to in this Section 8.5.2;

8.5.3 A certificate of an officer of ecach of the Affiliates dated as of the Closing Date
and certifying: (1) that attached thereto is a true and complete copy of the Articles of Incorporation and

11-
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Code of Regulations or other Govemance Document of such entity in effect as of THe JaTe OT-SuriE—-
certification; and (1) that said Articles of Incorporation, Code of Regulations and/or Governance
Documents have not been amended since the date of the last amendment referred to in the certificate
delivered pursuant to this Section 8.5.3; and '

8.5.4  Such additional supporting documents and other information with respect to the
- operations and affairs of DCI as the Health Alliance or its counsel reasonably requests.

SECTION 8.6 Opinions of Counsel. The other Parties shall have received an opinion of
counsel to DCI in form and substance reasonably satisfactory to the Health Alliance, the Members, the
County and the University, to the effect that DCI (i) is validly existing, and in good standing under the
laws of the State of Ohio; (ii) has been determined by the Internal Revenue Service to be exempt from
federal income tax under Section 501(c)(3) of the Tax Code; (iu) 1s duly qualified to transact business in
- the State of Ohio; (iv} has corporate power to-own and hold its properties and to carry on its business as
now conducted; (v) has obtained all regulatory approvals necessary for DCI to perform fully the
transactions contemplated by the Agreement; (vi) has the full legal power and authority to execute,
deliver, and perform this Agreement and the Financial Support Agreement; and (vii) has duly executed
and delivered - this Agreement, the Interim Management Agreement, and the Financial Support
Agreement and each such agreement constitutes the legal, valid, and binding obligation of DCI
enforceable in accordance with 1ts terms (subject as to enforcement of remedies to the discretion of the
courts 1n awarding equitable relief and to applicable bankruptcy, reorganization, insolvency,
moratorium, and similar laws affecting the rights of creditors generally).

8.6.1 The other Parties shall have received an opinion of counsel on behalf of the
County and the Public Members, in form and substance reasonably satisfactory to the Health Alliance,
the University Members and the University, to the effect that (i) the County and the Public Members
have the full legal power and authority to execute, deliver, and perform this Agreement and the
Financial Support Agreement; and (11) this Agreement and the Financial Support Agreement have each
been duly executed and delivered by the County and the Public Members and constitute the legal, valid,
and binding obligation of the County and the Public Members enforceable in accordance with its terms.

8.6.2 The other Parties shall have received an opinion of counsel on behalf of the
University and the University Members, in form and substance reasonably satisfactory to the Health
Alliance, the County, and the Public Members, to the effect that (i) the University and the University
Members have the full legal power and authority to execute, deliver, and perform this Agreement: and
(11) this Agreement has been duly executed and delivered by the University and the University Members
and constitutes the legal, valid, and binding obligation of the University and the University Members
enforceable in accordance with its terms. '

8.6.3 The other Parties shall have received an opinion of counsel on behalf of the
Health Alhance in form and substance reasonably satisfactory to the County, the University and the
Members, lo the effect that the Health Alliance (i) is validly existing, and in good standing under the
laws of the State of Ohio; (i1) has been determined by the Internal Revenue Service to be exempt from
federal mcome tax under Section 501(c)(3) of the Tax Code; (iii) is duly qualified to transact business in
the State of Ohio; (1v) has corporate power to own and hold its properties and to carry on its business as
now conducted; (v) has obtained all regulatory approvals necessary for the Health Alliance to perform
fully the transactions contemplated herein; (vi) has the full legal power and authority to execute, deliver,
and perform this Agreement, the Interim Management Agreement, and the Financial Support
Agreement; and (vi)) has duly executed and delivered this Agreement, the Interim Management
Agreement, and the Financial Support Agreement and each such agreement constitutes the legal, valid,
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and binding obligation of the Health Alliance enforceable in accordance with 1ts t!&@&w%ﬂ :

enforcément of remedies to the discretion of the courts. in: awarding equitable relief and to applicable
bankruptcy, reorganization, insolvency, moratorium, and stmilar laws affecting the nghts of creditors

~ generally).

SECTION 8.7 Financial Support Agreement. The Financial Support Agreement

‘remains in effect, without any uncured breach or violation of any party thereto, as of the Closing Date. )

SECTION 8.8 Interim Management Agreement. The Interim Management Agreement
remains in effect, without any uncured breach or violation of any party thereto, as of the Closing Date.

SECTION 8.9 Material Adverse Change. The Parties agree expressly.that', bééaﬁse the

" Health Alliance has managed. DCI for the period from December 1, 2005 pursuant to the Interim

Management, Agreement, the absence of any matenal adverse change in the financial condition or

- operations of DCI or any DCI. Affiliate occurring during the time period from execution of this
- Agreement to the Closing Date shall not be a condition to closing the transactions contemplated by this

Agreement other than to the extent that event or condition would otherwise permit the Health Alliance
not to consummate this Agreement pursuant to Sections 8.1 or 8.3 hereof. The Parties further agree that

neither a change in the DCI Code of Regulations with respect to indemnification nor entering into

separate Indemnification Agreements with the current Trustees of DCI shall constitute a material

‘adverse change in the financial condition or operations of DCL

SECTION 8.10 Approval of Amendment to DCI Code of Regulations. The written
action of the Members of Drake Center, Inc., attached hereto as Exhibit A, shall have been executed by a
majority of the Public Members not later than May 25, 2006, by a majority of the University Members

" not later than May 25, 2006, and by a majority of the members of the DCI Board of Trustees not later

than May 25, 2006, and copiés of such executed approval shall have been provided to DCI, the County,
the University, and the Health Alliance. '

SECTION 8.11 Amendment to Lease. The County and DCI shall execute and deliver an
amendment to the Lease, substantially in the form of Exhibit B, attached hereto.

ARTICLE 9.
 TERMINATION

SECTION 9.1 Termination Events. The Health Alliance may terminate this

. Agreement, by providing written notice to the other Parties if the breaches of re'p_resentations and
‘warranties by DCI, taken together, constitute a fundamental impairment of the business of DCI and its
- Affiliates, taken as a whole, or if any condition to Closing set forth in ARTICLE 8 has not been satisfied

as of the Closing Date or if satisfaction of such a condition is or becomes impossible (other than through

Alliance has not waived such condition on or before the Closing Date.

" the failure of the Health Alliance to comply with its obligations under this Agreement) and the Health

9.1.1 Any party may terminate this Agreement, by providing written notice to the other
Parties, if any other Party breaches a material representation, warranty, covenant or agregment contamned
in this Agreement prior to the Closing Date.

SECTION 9.2 Termination is Sole Remedy. The provisions of this ARTICLE 9 shall
be the sole and exclusive remedy available to the Parties resulting from a breach by any Party of any

-13-
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'represenlanon warranty, covenant or agreement pnor to the Closing Date that 1S AVAIIable Gnder
contract, tort or any other legal theory or in the event any of the conditions in Article 8 are not met.

ARTICLE 10.
POST- CLOSING COVENANTS

SECTION 10.1 -Operation of DCI. DCI hereby covenants that it will, and the Health
Alhance povenants that 1t intends to cause DCJ to:

10.1.1 Continue to operate as an Ohto non- proﬁt corporation that 1s exempt from federal
taxation under Section 501(c)(3) of the Internal Revenue Code,

10.1.2 Continue to operate as a “hospital facility” under applicable provisions of Ohio
law; . ' B

10.1.3 Continue DCI’s central mission of operating a long-term acute care health facility
with significant emphasis on rehabilitation services; and

10.1.4 Continue to admit patients based on medical assessment, regardless of ability to
pay or source of referral, and in a manner which does not discriminate by reason of race, creed, color or
national origin; provided, however, that in admitting patients, DCI may give preference to residents of
Hamilton County, Ohio.

10.1.5 Continue to comply with the terms of the Lease, subject to the termination of such
Lease through the exercise of the option pursuant to Section 2.4 thereof.

The Parties acknowledge that the ultimate responsibility for the operations of DCI will
remain with its Board of Directors, and that nothing herein shall affect the Board’s nght to make such
changes in the operation of DCI or its assets as such Board of Directors determmes are necessary or
appropriate, consistent with their ﬁducrary duties.

SECTION 10.2 | ! DCI Directors anc_l Officers.

10.2.1 For a period of six years following the Closing Date, the Health Alliance shall
cause DCI to maintain in effect, the liability insurance policy for directors and officers (the “Tail D&O
Policy™) covering each of the Members and all individuals who were trustees, directors or officers on
the date of this Agreement or immediately prior to the Closing Date with substantially the same
coverage as is currently maintained (including the current employment practices and trustee fiduciary
coverage), subject to the Tail D&O Policy being available on commercially reasonable terms. With the
consent of a majority of the Public Members and a majority of the University Members, the Health
Alliance may substitute a reasonable program of self insurance or other assurance of coverage for the
Tail D&O Policy reasonably satisfactory to the beneficiaries thereof, provided that in the event the Tail
D&O Policy shall not be available on commercially reasonable terms, the Health Alliance shall
substitute a reasonable program of self insurance or other assurance of coverage reasonably satisfactory
to the beneficiarntes thereof.

10.2.2 The Health Alliance shall not, in its capacity as the sole member of DCI, amend
the Articles of Incorporation or the DCI Code to hmit, reduce or eliminate the rights to indemnification
and advancement of expenses provided to trustees, directors and officers of DCI who served in such

capacities prior to the Closing Date under the Amended and Restated Articles of Incorporation or the
DCI Code.

©.14-
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10.2.3 Each trustee, director or officer to whom the insurance rights re erred to I

Section 10.2 applies shall have rights as a'third-party beneficiary under this Section'10.2 as separate
contractual rights for his or her benefit and such rights shall be enforceable by such person, their heirs
and personal representatives and shall be binding on and enforceable against DCI and the Health
Allance and their successors and assigns and shall survive the Closing.

4

SECTION 10.3 Indemnlﬁcatmn

10. 3.1 The Health Alliance and DCI (each an “Indemmfylng Entity’’} hereby jointly
~and severally indemnify and agree to defend and hold harmless the Members, the County and the
University and the County’s and University’s respective officers, directors, trustees, employees,
successors and assigns (the “Indemnified Persons”), from and against any and all loss, injury, liability,
claim, damage or expense (including without ‘limitation, reasonable attorney fees, interest and court
costs) incurred by any of the Indemnified Parties resulting from, relating to or arising out of: (i) any
action taken by DCL, or by the Health Alliance on behalf of DCI, after the Closing Date; or (ii) the
failure of the Indemnifying Entity to observe and perform any covenant or representation contained in
this Agreement. The indemnification provided by this Section 10.3.1 shall be in addltlon to, and not in
place of, any indemnification to which the County is ent1tled under the Lease.

- 10.3.2 The Party seeking indemnification. hereunder (the “Indemnified Party”) shall
prompt]y notify the Party from whom indemnification is sought hereunder (the “Indemnifying Party”)
in writing of any claim for which indemunity is sought under this section (the “Indemnifiable Claim”)
and promptly provide the Indemnifying Party with copies of each and every summons, complaint,
pleadmg, notice or ather document received in connection with any Indemnifiable Claim from a third
party or counsel to any third party; provided, however, that the failure to provide any such notice or
copies of any such documents shall not relieve the Indemnifying Party of its obligations hereunder
‘except to the extent that such failuré materially prejudices the defense of the matter. The Indemnifying
Party; in its discretion and at its sole expense, shall have the right to assume the defense of any
Indemnifiable Claim with counsel of its choice. In such event, if the Indemnified Party desires to retain’
separate counsel to defend it in said action, it may do so at its own expense. The Indemnifying Party
shall not be liable for any settlement entered into without its prior written consent.

ARTICLE 11.
MISCELLANEOUS

: SECTION 11.1 Entire Agreement. This Agreement including any schedules and

exhibits hereto, the Financial Support Agreement, the Interim Management Agreement, and the Lease
constitute the sole and entire agreement and understanding of the Parties with respect to the subject
matter hereof. Any and all schedules and eéxhibits hereto are mcorporated herein by reference.

SECTION 11.2 Amendments. This Agreement may | not be amended or modified without
the written consent of each of the Parties.

SECTION 1.3 Waiver. Failure to insist upon strict compliance with any of the terms,
covenants, or conditions of this Agreement at any one time will not be deemed a waiver of such term,
covenant, or condition at any other time nor will any waiver or relinquishment of any right or power
herein at any time be deemed a waiver or relinquishment of the same or any other night or power at any
other time. :

-15-
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SECTION 11.4 Notices. All notices, payments, or other communicatioTe Tequired
permitted hereunder must be in writing and delivered by personal delivery, mail, ovemnight courier or

|

telecopier and will be deemed to have been duly given, if by personal delivery, when received; if by .

mail, when mailed by registered or certified mail, postage prepaid, and return receipt requested; or if by
.overnight courier or telecopier, when delivered to such courier or sent by telecopier (provided that the
party giving the notice has confirmation of such delivery or sending), and addressed as follows (or*at
such other addresses as designated by the parties from time to time):

If to the Health Alliance:

The Health Alliance of Greater Cincinnati
3200 Bumnet Avenue

Cincinnati, Ohio 45229

Attn:  Chief Executive Officer

Fax: (513)585-8709

with a copy to: |

.Baker & Hostetler LLP
312 Walnut Street, Suite 3200
Cincinnati, Ohio 45202 :
Attn:  Thomas W. Kahle, Esq.
Fax:  (513)929-0303

If to the County:

Board of County Commissioners of Hamilton County
138 East Court Street, Room 603
- Cincinnati, Ohio 45202
Atin:  President
Fax:  (513) 946-4404

with a copy to:

Vorys, Sater, Seymour and Pease LLP

221 East Fourth Street

Suite 2000 - :
Cincinnati, Ohio 45202 '
Attn: Thomas Gabelman, Esqg.

Fax: - (513) 723-8580

and to:

- Hamilton County Prosecutor’s Office
William Howard Taft Law Center
230 East Ninth Street, Suite 4000
Cincinnati, Ohio 45202
Attn:  James Harper, Esq.

Fax:  (513) 946-3159

-16-
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o Board of Trustees of the Un1vcrs1ty of Cmcmnau
- Office of the Board of Trustees
University of Cincinnati
P.O,. Box 210062 -
. Cincinnati, Ohio 45221-0062
Attn: President
Fax: (513)556-6680

If to DCI:

Drake Center, Inc. -

c/o George Strike

Vice Chairman of the Board
422 Wards Comer Road
Cincinnati, Ohl() 45140

With a Copy to:

Stephen M. K_mg, Esq
Thompson Hine LLP
312 Walnut Street
Suite 1400

Cincinnati, Ohio 45202

SECTION 11.5 Counterparts.  This Agreement may be executed in any number of
counterparts, each of which will be deemed an ongmal but all of which together shall constitute one and
the same instrument.

SECTION 11.6 Enforceability_and Severability. - In the event any provision of this
Agreement or portion thereof is found to be wholly or partially invalid, illegal, or unenforceable in any
* proceeding, then such provision will be deemed to be modified or restricted to the extent and in the
manner necessary to render theé sameé valid and enforceable, or will be deemed excised from this
Agreement, as the case may require, and this Agreement will be construed and enforced to the maximum
extent permitted by law as if such prov131on had been incorporated originally herein as so modified or
restricted or as if such provision had not been incorporated originally herein, as the case may be.

SECTION 117 Governing LtiW_. This Agreement will be construed in accordance with
“the laws of the Siate of Ohio. e -

SECTION 11.8 Section Titles. The titles of the sections have been inserted as a matter of
convenience and reference only and will not control or affect the meaning or construction of this
Agreement. '

SECTION 11.9 Assignment. This' Agreement may not be a351gned or delegated by one
Party without the prior written consent of the other Parties. ‘

SECTION 11.10 Expenses. Each —Part_y‘will pay its own expenses in comnection with the
transactions contemplated hereby, whether or not such transactions are consummated.

-17-
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SECTION 11.11 Parties in Iuterest. All representatibns, covenants, :
contained in this Agreement by or on behalf of any of the Parties will bind and inure to the benefit of the
respective successors and permitted assigns of the Parties whether so expressed or not. '

SECTION 11.12_ Remedies. Except as limited by Section 9.2 hereof, all remedies for
~ breach of this Agreement will be cumulative. ' .

SECTION 11.13  Third Parties. Excepl” as provided in Section 10.2.3 above, this
Agreement does not, and is not intended to, create any rights in any person of entity that is not a Party.

IN WITNESS WHEREQF, the parties heleto have duly executed this Agreement as of
the date first written above.

DRAKE CENTER, /ms

By L Lj{'

Name: C,ca:,m\cs ‘Sm\\uf :
Title: \Ac.sa_ Cbc::_\\‘\)-u—'-&\

, OHIO

-l k. ‘_)
_Pakricl. Thompson
Title:._ Qmp‘éy Administratan

THE UNIVERSITY OF CINCINNATIL

Ll

Name F V
Title: “T.-

THE % AYJIANSE OF GREATER CINCINNATI

Nam/e Kenneth Hafdver
Title: President and Chief Executive Officer




EXHIBIT A

WRITTEN ACTION

OF THE ' CO\:\&RS% lb)A?iN
MEMBERS . 1 mAY 24 2006
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S The undersxgned eonstltutmg a majorily of the members (the “Members”) of Drake
Center Ine an Ohio nonprofit corporation (the “Corporatlon”) hereby consent to' the approval and
- adoption of the following resolutions pursuant to Section 1702.25 of the Ohio Nonprofit Corporation
Law and Article I1I Section G. of the Corporation’s Regulations:

RESOLVED, that Article II Section A of the Regulations, which currently reads as follows:

. A Tybee. o;f Members. There shall be two (2) types of membership in the
Hospital. One type shall be known as “University Members™ and one type shall
be known as “Public Members.” Each type of Member shall be constituted as

follows:

1 UniverSityiMembers' This type. shall consist of the Board of
Trustees of the Umiversity of Cincinnati, as it shall from time to time be
constltuted

2. Public Members. This type 'shall consist of all of the members

of the Board of County Commissioners of Hamilton ‘County, Ohio, as it shall
from time to time be constituted. -

shall, effective on the Closing Date (as deﬁned below), be amended and restated in its
entirety to read as follows:

A. Members. The Health Alliance of Greater Cincinnati, an Ohio nonprofit

~ corporation, shall be the sole member of the Corporation, and shall be referred to

herein as the “Member” or the “Sole Member.” Each and every reference in

herein to “University Menlbers” or “Public Members” shall be deemed to be a
reference to-the Member.

v
A
A

FURTHER RESOLVED that Article IV Section B of the Regulations, which eurrently reads as
follows

B. Number of Trustees. The number of Trustees of the Hospital shall be nine
(9), of which six (6) shall be elected by University Members, and three (3) shall
be elected by Public Members. One (1) of the six (6) Trustees elected by the
University Members shall be the President of the University of Cincinnati, unless
such appointment is prohibited by Ohio ethics laws; provided, however, that the
President of the University of Cincinnati may appoint the President Emeritus of
the University of Cincinnati to serve in his or her place; and provided further that
such individual shall be treated as a Trustee for all purposes, including for
quorum, voting and indemnification purposes. All Trustees shall continue to hold
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their offices and discharge thelr duties upti] their successors have been clected and §MAGE (57 :
quahﬁcd

shall, effective on the Closing Date, be amended and restated in its entirety fo read as follows:
B. Number of Trustees. The number of Trustees of the Hospital shall be five .

(5), each of which shall be elected by the Member. All Trustees shall continue to
hold their offices and discharge their duties until their successors have been
elcctcd and qualified.

FURTHER RESOLVED, that Article V Sectlon A of the Regu]atlons which currently reads as
follows: ‘

A. Composition. All officers of the Hospital shall be elected by the Board of
Trustees at its Annual Meeting or at a special mecting called for that purpose or
by wrilten action. The officers of the Hospital shall-be a Chairperson, a Vice-
Chairperson, a Chief Executive Officer, a Treasurer, a Secretary and such other
officers as may be designated by the Board of Trustees from time-to-time. The
Chairperson shall be the President of the University of Cincinnati (provided,
however, that the President of the University of Cincinnati may appoint the
President Emeritus of the University of Cincinnati to serve in his or her place),
unless he or she is prohibited by Ohio ethics laws from serving as a Trustee;
otherwise, the Chairperson shall be a member of the Board of Trustees. Any
person may not hold more than one (1) office. Said officers shall hold office for
one (1) year or until their successors are elected, or appointed and qualified.

shall, effective on the Closing Date, be amended and restated in its entirety to read as follows:

A. Composition. All officers of the Hospital shall be elected by the Board of
Trustees at its Annual Meeting or at a special meeting called for that purpose or.
by written action. The officers of the Hospital shall be a Chairperson, a Vice-
Chairperson, a Chief Executive Officer, a Treasurer, a Secretary and such other
officers as may be designated by the Board of Trustees from time-to-time. The
Chairperson shall be a member of the Board of Trustees. Said officers shall hold
office for one (1) year or untit their successors are elected, or appointed and
qualified. '

FURTHER RESOLVED, that the foregoing amendments shall take effect as of the “Closing Date”
set forth 1n that certain Reorganization Agreement, dated as of May __, 2006, by and among The
Health Alliance of Greater Cincinnati, Hamilton County, Ohio, the Umversny of Cincinnati, the
Corporation, and each of the Members, provided, however, that such amendments shall be of no
force and effect if the “Closing” as defined in the Reorganization Agreement does not occur.

These Resolutions may be executed in any number of counterparts, each of which will be deemed an
original, but all of which together shall constitute one and the same instrument.

[The remainder of this page is intentionally left blank.]
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Pat DeWme ﬂ
May 2006 ' :

Lee W /M/W/
Ph11 Hgimhch ﬂ
May = 2006

Todd Portune

May 2006
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Thomas H Humes
May AN, 2006

Phiflip R. Cox J |

" May 273, 2006

AnantR.Bhati
May ", 2006

. ; B Nichat

" H.C. Buck Niehoff

May 43 , 2006

' Sandra W. Heimann

May , 2006
Gary Heiman
May __,2006
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Margafet |E. Buchanan
May , 2006 -

C. Francis Barrett

"May 2006



APPROVAL OF THE BOARD OF TRUSTEES OF DRAKE CENTER, INC.
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The undersigned, constituting a‘majority of the Board of Trustees of Drake Center, Inc., hereby
consent to the approval and adoption of the resolutions set forth above pursuant to Section 1702.25 of

the Ohio Non-Profit Corporation Law and Article X of the Corporation’s Code of Regulations.

George Strike ( i
May 24 , 2006

Robert E. Coletti
May < ﬂ , 2006

Gloria Jenkins
May - 2006
—
- F T\
R — \ \\ J "
Kevin R. Flynn Y

May = & , 2006

JoseEﬁ A Stegﬁ K

May 24,2006 -
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Christopher Finney
May , 2006

ﬁ/&m/%

Ron Koﬁﬁe;;é&efer, M.D.

May 2Y |

06

et L

ebh I. Broderick, M.D.

&
May A%, 2006
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- AMENDMENT TO LLEASE BETWEEN o MAY‘ o 30‘?006
HAMILTON COUNTY AS LESSOR AND DRAKE CENTER, INC. AS LESSE '
lmace &3 4
This Amendment to Lease (the "Amendment”) is made and entered into as of the day*of

. 2008, between Hamilton County, a county and political subdivision in and of the State of

Ohio ("County"), and Drake Center, Inc., an Ohio nonprofit corporation ("DCI").

WHEREAS, the County and DC'I'entered into a Lease and Operating Agreement on the second
day of June, 1989 (the "Lease") relating to real estate described on Exhibit A; and 2

WHEREAS, in connection with the reorganization of DCl and a change in its corporate
membership, the County and DCI have agreed to certain amendments to the Lease, contingent upon
the Closing purstiant to the Reorganization as specified in Section 2.1 of the Reorganization Agreement
(the "Reorganization Agreement”) among the County, DCi, and The Health Alliance of Greater
Cincinnati, an Ohio non-profit corporation (the "Health Alliance”), effective on the Closing Date as
specified in the Reorganization Agreement. |

NOW, THEREFORE, the parties hereto covenant and agree as follows:

1. Amendment to Section 2.3 - Term.

Existing Section 2.3 of the Lease shall be deleted in its entirety and a new Section 2.3 shall be
substituted therefor, as follows:

Existing Section 2.3 to be deleted:

Seclion 2.3.  Term. This Lease shall be for an initial term of fifty (50) years, beginning on July
1, 1989 (the "Commencement Date") and ending on June 30, 2039. Lessee, having fully performed all
the obligations, terms, conditions, and covenants of this Lease during the initial term shall, upon the
expiration of the initial term, have the option to renew this Lease for an additional term of fifty (50) years
upon the same terms, conditions, and covenants that exist for the initial term or any modified terms,
conditions, or covenants upon which the Lessor and Lessee mutually agree. Lessee must provide
written notice of its intent to exercise its option at least one (1) year pricr to the expiration of the initial
term or renewal term. - _ : '

New Section 2.3 to be substituted therefor:

Section 2.3.  Term. This Lease shall be for an initial term which began on Jhly 1, 1989 (the
‘Commencement Date") and ending on the last day of the month which is thirty (30} years after the first
day of the first month immediately succeeding the Closing Date under the Reorganization Agreement.
Lessee, having fully performed all the obligations, terms, conditions, and covenants of this Lease during
the initial term shall, upon the expiration of the initial term, have the option to renew this Lease for an
additional term of thirty (30) years upon the same terms, conditions, and covenants that exist for the
initial term or any modified terms, conditions, or covenants upon which the Lessor and Lessee mutually
agree. Lessee must provide written notice of its intent to exercise its option at least one (1) year prior
to the expiration of the initial term or renewal term.

2. Amendment to Section 2.4 - Option to Purchase.

Section 2.4 shall be deleted in its entirety and a new Section 2.4 shall be substituted therefor, as
. follows:
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-~ Existing Section 2.4 to be deleted:

Section 2.4,  Option to Purchase. Lessee shall have an option to purchase all the real estate,
) - buildings, fixtures, contents and all tangible and intangible property transferred to Lessee by this Lease.
Lessee may exercise such option at any time during the initial fifty (50} year term of this Lease or during-
the term of the first renewal of this Lease following the initial term, provided that the exercise of such
oplion by Lessee does not in any way cause title to any of the property transferred to the County by the
City of Cincinnati in 1927 for the operation of the County home or infirmary, or transferred to the County
subsequent to 1927, to revert to the City of Cincinnali. It is understood and agreed that Lessee takes
all property purchased pursuant fo the exercise of this option subject to whatever right, title or interest,
including any restrictions or reversionary interests, placed upon the County with respect to the property.

For purposes of exercising this option, the purchase price shall be the appraised value of all real
estate, buildings, fixtures, contents and all tangible and intangible property that are part of or located on
the Leased Premises on the date the option is exercised. It is understood “and agreed that the
purchase price shall be reduced by the appraised value of any capital improvements constructed or
-added to the Leased premises during the term of the Lease not using public-funds identified for such
capital improvements. . Other terms and conditions of such purchase are subject to mutual agreement
of the parties to the purchase and sale agreement. - o
~

New Section 2.4 to be substituted therefor:y t

Section 2.4.. Option to Purchase. Lessee shall have an option to purchase the Lessor's entire
interest in and relating to the Hospital and ali Hospital Facilities, including without limitation, ail the real
estate, buildings, fixtures, contents and all tangible and intangible property transferred to Lessee by this
Lease. Lessee may exercise such option-at any time during the initial term of this L.éase, but no sconer
than January 1, 2010, (the “Initial Option Exercise Date") or during the term of the first renewal of this

} Lease following the initial term. ‘ ' ‘

The option exercise price shall be equal to $30,000,000 (the “Base Price”} as adjusted, minus
one haif of all Rent paid pursuant to Section 2.5 hereof from the Rent Commencement Date (as defined
in Section 2.5). The Base Price shall be adjusted annually, based on increases or decreases in the
CPI, from the Initial Option Exercise Date, in the same manner as adjustments to Rent as set forth in
Section 2.5 hereof. The first adjustment to the Base Price shall be made effective as of January 1,
2011 and shall be made annually thereafter on each subsequent January 1. “For the purposes of
Section 2:4 and Section 2.5, "CPI” shall mean the Consumer Price Index — Ali Urban Consumers
(Midwes! Region) (1982-84=100), as published by the United States Department of Labor Bureau of
Labor Statistics or, if unavailable, the most analogous index then published by a federal government
agency as an official statement of changes in consumer prices. The option shall be éxercised by the
Lessee providing thirty (30) days prior written notice of exercise to Lessor. ' '

_ The closing of the purchase shall take place at a time and place mutually agreed but no later
than sixty (60) days from the written notice of exercise. The option exercise price shall be payable in
full at such closing. Any disagreement concerning any. matter refating to the exercise of the option to
purchase, shall be resolved pursuant to section 8.10 hereof. Upon such closing, this Lease shall
terminate and be of no further force or effect and Lessor shall have no further interest in the Hospital,
Haspital facilities, or any other asset of the Lessee.” -

3. Amendments to Section 2.5 - Rent.

. Existing Section 2.5 of the Lease shall be deleted in its entirety and a new Section 2.5 shall be
'J substituted therefor, as follows: _ :
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Section 2.5. Rent. Lessee covenants and agrees to pay Lessor rent for the Leased Premiser
during the initial term of this Lease af the rate of $1.00 per year, payable in _'advance for the entire lease.
term. ) . ’ ‘

New Section 2.5 to be substituted therefor:

Section 2.5. Rent. Lessee covenants and agrees to pay Lessor rent for the Leased Premises
during the initial term of this Lease at the rate of $1,000,000 per year (the "Rent"), payable on a monthiy
basis in advance on the first business day of each month, with the first manthly payment of Rent being
due and payable on the first business day of the first month immediately succeeding the Ciosing Date
under the Reorganization Agreement (the "Rent Commencement Date”). The Rent shall be adjusted
Oon an annual basis to reflect percentage increases or decreases, if any, in the CPI that have occurred
from the Rent Commencerment Date, The first such adjustment shall be made effective as .of the first
anniversary of the Rent Commencement Date, with subsequent adjustments to be made, effective on
each subsequent anniversary thereafter. The Rent adjustment, if any, shall be calculated by the Lessor
within thirty (30) days of the publication of the CPI for the applicable period. The Lessor shal provide

credit, as the case may be, for the period from the effective date of such adjustment. Any
disagreement_concerni'ng such adjustment in Rent shall be resolved pursuant to Section 8.10 hereof.

4, Amendment to Section 2.6 - Assignment and Sublease.

Existing Section 2.6 shall be deleted in its entirety and a new Section 2.6 shall be substituted
therefor, as follows:

Existing Section 2.6 to be deleted:

Section 2.6, Assignment and Sublease. Lessee shall not assign or sublet all or any porti-cjn of
the Leased Premises or permit any other person to hold or occupy all or any portion thereof, without the

Children's Poinle, shown on Exhibit 2.6-2, without prior approval of the Commissioners, and the
operations conducted on -any subleased portion of the Leased Premises shall not be subject to the
lerms of the Operating Agreement of Article 5 hereof. No assignment or sublease by Lessee will
release Lessee from any of its obligations under this |ease. Any purported assignment or sublease

-3
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entered into by Lessee with a third party for the Leased premises or any portion thereof without the
Commissioners’ prior written consent shall be void unless such consent has been unreasonably
withheld. If the Commissioners consent to any assignment or sublease, Lessee shall provide to the
Commissioners or Lessor a copy of the executed assignment or sublease.

5. Amendments to Section 7.1. — Events of Default. .

Existing Section 7.1(b) shall be deleted in its entirety and a new Sectioh 7.1(b) shail be
substituted therefor as follows: )

Existing Section 7.1(b) to be deleted:

The failure by Lessee to observe or perform any covenant, agreement, or provision or any part

thereof contained in this Agreement for a period of 60 days after written notice of such failure and

. request for remedy given to Lessee by Lessor, unless Lessar agrees in writing to an extension of time

for Lessee o comply. However, if Lessee praceeds to take curative action which in good faith cannot

be completed within a period of 60 days, then such period for compliance shall be increased without
~ such written extension.as shall be necessary o enable Lessee to complete such curative action.

New Section T.T(b) to be substituted therefor:

- The failure by. Lessee to observe or perform any covenant, agreement, or provision or any part
thereof contained in this Agreement (other than as provided in subsection 7.1(k) hereof) for a period-of
60 days aflter written natice of such failure and request for remedy given to Lessee by Lessor, unless
Lessor agrees in writing to an extension of time for Lessee to comply. However, if Lessee proceeds to
take curative action which in good faith cannot be completed within a period of 60 days, then such
period for compliance shall be increased without such written extension as shall be necessary to enable
Lessee to complete such curative action. :

A new Section 7.1 (k) shall be inserted as follows:
New Section 7.1 (k) to be added:

k. Failure of Lessee to pay Lessor Rent pursuant to Section 2.5 hereof within three (3)
days after written notice from Lessor. :

8. Amendment to Section 7.2, ~ Rémedies of Default.

Existing Section 7.2 (b) of the Lease shall be deleted in its entirety and a nety Section 7.2 (b)
- shall be substiluted therefor, as follows: o

Existing Section 7.2 (b) to be deleted:

b Subsequent to termination under sub-paragraph 7.1 (b), Lessor may re-enter and
repossess the Leased Premises by summary proceedings, ejectment, or any other legal action or in
any lawful manner Lessor determines to be necessary or desirable. Lessor also maintains the right
after termination to remove all persons and property from the Leased Premises.

‘New Section 7.2 {b) to be substituted therefor:
b, ~ Subsequent to termination under sub-paragraphé 7.1(b) or 7.1 {k}, Lessor may re-enter
and repossess the Leased Premises by summary proceedings, ejectment, or any other iegal action or

in any lawful manner Lessor determines to be necessary or desirable. Lessor also maintains the right
after termination to remové ail persons and property from the Leased Premises. '

-y -4~



7. . Effeclive Date. -

This Amendment will be effective upon the Closing Date as specified in the Reorganizatior.
Agreement. If the Closing under the Reorganization Agreement does not oceur for any reason, this
Amendment shall be null and void and of no further force or effect. ' *

8. No other changes.

This Amendmen! does not constitute an amendment or change to any provision of the Lease,
other than as specifically provided in this Amendment. All other provisions of the Lease shall rermain in
full force and effect. : '

[The remainder of this page is intentionally left blank.]



IN WITNESS WHEREOF:
g@/ /
Wltness o '

“ WLtQLL 7".1:;&[) \A(,w(‘((‘m
Wf%{‘ﬂ‘?‘“‘ -

Witness | VCCU C%G/”ﬂ?f—?"? '

STATE OF OHIO )
) ss.
COUNTY OF HAMILTON )

: on May 20 , 2006 before me, ggc:n A. JKMH, , Notary
Public, personally appeared Patrick Thompson personally known to me to be the perso whose name

is subscribed to the within instrument, and who acknowledged to me that he executed the same in his
| authorized capacity as County Administrator, and that the execution of said instrument is his free act
-~ and deed as County Administrator and the free act and deed of Hamilton County, Ohio.

WITNESS my hand and official seal.

K{M&M

Notary Public “KAREN ANN KNAPP
Notary Pubtic. State of Ohio
STATE OF OHIO - My Commission Expiras July 27 2009 :
_ ' ) ss.
COUNTY OF HAMILTON ) _
_ ~On LYy CQJZL . 2006 before me, C) Cé”/’éé 639/7/7 ' Notary
Public; personally appeéred C eof"if St mKe : . personally known to

me to be the person whose name is subscribed to the within instrument, and who acknowledged to me
that he/she executed the same in his/her authorized capacity, and that the execution of said instrument
is his/her free act and deed as a duly authorized officer of Drake Center, Inc, and the free act and deed

) '“Mtlll"“"
of Drake Center, Inc. &N‘M DL e,
“3::- \ ot™? 0, l",

[) /ITNESS m official seal. A

Notary Public C. CHARAE CONY

NOTARY PUBLIC, STATE OF OHIC
My Commission Expires 12/28/2009

'} 1012626956
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SETTLEMENT, RELEASE AND FINANCIAL SUPPORT AGREEMENT

This SETTLEMENT, RELEASE AND FINANCIAL SUPPORT AGREEMENT (the
“Agreement”) is entered into this Q_.’j day of VY\C)\M{ , 2006 by and between the Board, of
County Commxsswners Hamilton County, Ohio (the “County”) and Drake Center, Inc. (“DCI).

RECITALS

1. - DCI operates a long-term acute care hospital and skilled nursing facility specializing in
long-term care and rehabilitation for medically complex patients located in Cincinnati that provides
physical and medical rehabilitation services to patients residing in greater Cincinnati and surrounding
areas, including residents of Hamilton County, and provides other related services through itself, its
affiliates and subsidiaries. '

2. .‘On November 2, 2004 the voters of Hamilton County, Ohio voted in favor of a .84 mill
tax levy for health and hospitalization services including, without limitation, the services provided by
DCI (the “Levy”), for a period of five (5) years continuing through December 31, 2009.

3. DCI, the County, the University of Cincinnati (the “University”), and the Health Alliance
of Greater Cincinnati (the “Health Alliance”), are parties to that certain Reorganization Agreement dated
of even date herewith (the "“Reorganization Agreement”) pursuant to which the parties to the
Reorganization Agreement agree to certain actions with respect to. DCI including, without limitation,
causing the Code of Regulations of DCI to be amended so that the Health Alliance becomes the sole
member of DCI effective July 1, 2006.

4. The County is a “public hospital agency,” as defined in Ohio Revised Code (“ORC")
- Section 140.01.

5. DCI 1s a “hospital agency,” as deﬁned n ORC Section 140.01, and operates “hospital
facilities,” as defined in ORC Section 140.01.

6. The Health Alliance is a “hospital agency,” as defined in ORC Section 140 01, and
operates “hospital facilities,” as defined in ORC Section 140.01.

7. The parties have each individually determined to enter into this Agreement in order to
provide for the health and welfare of the people of Hamilton County and the State of Ohiio, by enhancing
the availability, efficiency, and economy of hespital facilities and the services rendered thcreby to
- obtain economies in operation and more effective health-service, to facilitate participation in federal
financial assistance provided by Title IV of the “Public Health Service Act,” 60 Stat. 1041 (1946), 42
U.S.C. 291, a5 amended, and to provide efficient operatron of hospital facilities to be available to or for
the service of the general public, without discrimination by reason of race, creed, color, or national
origin, in accordance with Chapter 140 of the ORC.

8. The parties desire to enter into this Agreement for purposes of determining the County’s
~ distnbution of funds from the Levy to DCI and, effective upon the closing of the transactions
contemplated by the Reorganization Agreement (the "Closing"), to resolve all controversies regarding
" distnbution of funds from the Levy. -
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NOW THEREFORE, in consideration of the mutual covenants and premises set forth herein,
the County and DCl agree as: follows: ,

- SECTION 1. Payment of Levy Funds. The County has paid, and DCI has recewed
$10, 761 966 for calendar year 2005 (the 2005 Payment”). The County and DCI mutually agree that the
2005 Payment is in full satisfaction of all funds due DCI under the Levy for calendar year 2005.
Contmgent on the occurrence of the Closing, the County will pay, and DCI will accept, in full and

complete satisfaction of all financial responsibility of the County to DCI pursuant to the Levy, an
amount equal to $10,761,966 (the “Yearly Levy Support™) in each of calendar years 2006, 2007, 2008
~and 2009 (the “Levy Support”). Each year, the Yeatly Levy Support shall be paid by the County to DCI
in two' (2) equal installments based on tax receipts in a manner and at such times as are consistent with
the historical payment practices by the County to-DCL-  After payment of the 2009 Yearly Annual
Support,; the County shall have no further obligation to prov1de fmanmal support to DCI or to seek any
approval of any new levy provndmg financial support to DCL :

SECTION 2. DCF’s Operations.  DCI represents that it will continue to conduct its operations
- in the following manner o long as DCI'is rccelvmg the financial support descnbcd 1n this Agrecment

2.1 Contmue to operate as an Oth non-profit corporahon that 1s exempt from federal
' taxation under Section: 501(0)(3) of the Internal Revenue Code.

2.2 - Continue to Operate as a “hospital facility” under apphcable provmons of Ohio
law, : : o

) : 2.3 Continue DCI’s central mission of operating a long-term acute care health facility
with significant emphasis on rehabilitation services.

2.4 Continue to admit patients based on medical assessment, regardless of ability to
pay or source of referral, and in a manner which does not discniminate by reason
of race, creed, color or national origin; provided, however, that in admitting
patients, DCI may givé preference to residents of Hamilton County, Ohio.

' - On an annual basis, no later than 120 days after the end of each fiscal year of "
DCI, DCI shall- submit a written report to the County describing the operations
and expenses of DCI, including the Yearly Levy Support, cofupliance with the
pl‘OVlSIOIlS of this Scchon 2 and the actlons taken in furtherance of DCI s central
mission.

SECTION 3. Settlement and ‘Release. . Effective upon the occurrence of the Closing, in
exchange for and contingent upon the County providing the financial support to DCI as described
herein, DCI will release and forever discharge, indemnify and hold harmless the County from and
-against any and all claims, causes, actions, expenses or liabilities arising out of the Levy and payment of
funds thereunder. Nothing in this Section 3 shall be deemed to release or discharge the County from the
full and timely performance of any of its obligations under this Agreement or the Reorganization

- - Agreement. The indemmification provided for this Section' 3 shall be'in addition to any indemnification
rights of the County pursuant to the Reorganization Agreement. Except for the County’s rights to
indemnification pursuant to this Section 3 ‘which will continue, upon the complete payment of the

) Yearly Levy Support, this Agreement shall terminate and be of no further force or effect. -

2.



SECTION 4. Prior_Agreement. This Agreement supersedes that certain Agreement and
Reservation of Ri ghts by and between the County and DCI dated June 9, 2005 (the "June Agreement");
provided, however, that if the Closing does not occur, the June Agreement shall be reinstated nuric pro
tunc and shall be deemed to have been conlmuously in effect, and this Agreement shall thereupon
terminate and be of no further force or effect.

’ - .
SECTION 5. Entire _Agreement. This Apreement and the Reorganization Agreement
constitute the sole and entire agreement and understanding of the parties with respect to the subject
matter hereof.

SECTION 6. Amendments. This Agreement may not be amended or modified without the
written consent of each of the parties. '

SECTION 7. Waiver. Failure to insist upon strict compliance with any of the terms, covenants,
or conditions of this Agreement at any one time will not be deemed a waiver of such term, covenant, or
condition at any other time nor will any waiver-or relinquishment of any right or power herein at any
time be deemed a waiver or relinquishment of the same or any other right or power at any other time.

SECTION 8. Notices. All notices, payments, or other communications required or permitted
hereunder must be in writing and delivered by personal delivery, mail, overmight courier or telecopter
and will be deemed to have been duly given, if by personal delivery, when received; if by mail, five (5)
days afier mailing by registered or certified mail, postage prepaid, and return receipt requested; or if by.
overnight courier or telecopier, when delivered to such courier or sent by. telecopier (provided that the
party giving the notice has confirmation of such delivery or sending), and addressed as follows (or at
such other addresses as designated by the parties from time to time):

: . o ~  COMRST

If to the County: . o VO 3¢,
o _ MAY 2 4
Board of County Commssioners of Hamilton County IMAGE é

138 East Court Street, Room 603
Cincinnati, Ohio 45202

Attn:  President

‘Fax:  (513) 946-4404

with a copy to:

Vorys, Sater Seymour and Pease LLP
221 East Fourth Street

Suite 2000 )

Cincinnati, Ohio 45202

Attn:  Thomas Gabelman, Esq.

Fax: ~(513) 723-8580

'
L2
1
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andto: ' MAY 24 2006
| o bwece 63065

Hamilton County Prosecutor’s Office
© William Howard Taft Law Center
230 East Ninth Street, Suite 4000 :
Cincinnati, Ohio 45202 _ .
“Attn:  James Harper, Esq. : - :
Fax:" (513) 946-3159

If to DCI (prior to Closing):

Drake Center, Inc.

¢/o Chairman of the Board
151 West Galbraith Road -
Cincinnati, Ohio 45216
Fax: (513)948-2501

with a copy to:

Stephen M. King, Esq.
Thompson Hine LLP
312 Walnut Street’
Suite 1400 _
Cincinnati, Ohio 45202

If to the Health Alliance or to DCI (after the Closing):

- ¢/o The Health Alliance of Greater Cincinnati
3200 Bumnet Avenue '
Cincinnati, Ohio 45229 .
Attn:  Chief Executive Officer
Fax: (513) 585-8709

with a copy to:

Thomas W, Kahle, Esq.
Baker & Hostetler LLP : '
312 Walnut Street, Suite 3200

Cincinnati, Ohio 45202 =

Fax: (513) 929-0303

-SECTION 9. Counterparts. This Agreement may be executed in any number of counterparts,
each of which will be deemed an original, but all of which together shall constitute one and the same
instrument. |

SECTION 10. Enforceability and Severability. In the event any provision of this Agreement
or portion thereof is found to be wholly or partially invalid, illegal, or unenforceable in any proceeding,
then such provision will be deemed to be modified or restricted to the extent and in the manner
necessary to render the same valid and enforceable, or will be deemed excised from this Agreement, as

4.
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2008 COURT GUIDE TO SERVICES
‘Turning Point

The Turning Peint Residential is a seven (7) to eleven (11) week chemical dependency
program for men incarcerated for multiple DUT’s and other substance abuse related -
offenses. It should be noted that this stay could be extended based upon clinical needs
and client progress. The program begins with a two to three week orientation pre-
treatment period; Primary treatment begins once the client begins Group Therapy and can
last up to 90 days. Services include intake, orientation, assessment, individual and group
counseling, family counseling, participation in support groups, six months Continuing
Care Program, and other ancillary services such as educational, vocational/employment
counseling, housing and referrals to other needed services.

Turning Point also provides services designed for the first and second time DUI offender
in our Six (6), Ten (10) and Twenty (20} Day Driver Intervention Program. This
includes education, testing, assessment, individual/group sessions and referral to

. appropriate level of care for substance abuse treatment as needed.

Cost to Client:

6 Day Driver Intervention Program up to $400.00
o 10 Day Driver Intervention Program up to $500.00
o 20 Day Driver Intervention Program up to $600.00
o All fees based on a Sliding scale starting at $65.00

C

Cost to Client: Residential

Sliding scale $75.00 — 795.00

o Deposit $50.00 - $100.00

o Community Service with Probation if fee is less than $795.00
o $234.00 for 26 weeks of Continuing Care

C

Admission Requirements:
o Must meet Sheriff’s Department security classification
o Multiple DUI or other misdemeanor alcohol or drug related charges

o Defendant sentenced (prefer minimum 180 days with no work detall) and
committed

Referral Process:

Referral sheet filled out at the time of sentencing and faxed to probation, or Judge grants
stay on days and refers to Probation for evaluation. Liaison will inform Court of
evaluation at sentencing.

*For more information or to make a veferral, call 513-946-9555
o :

Revised Marcl2008 LMB



-~ urning Point

Service Description:

Hours of Operation:
‘Referral Source:
Client Population:

Service Area;
" Funding Sources:

Accreditation, Licensing an

Payment Methods:

Services Offered:

Collaborations/A{filiations:

Directions to Services from

Talbert House and Affiliates
Court Treatment Service Descriptions

2605 Woodbum Avenue
Cincinnati, Ohio 45206
(513) 946-9555

~ Residential treatment program to provide chemical dependency treatment to adult

males convicted of multiple DUD’s and/or some other alcohol/drug related
offenses. Progress based treatment with average length of time 7 to 11 weeks. Six
months Continuing Care support to follow.

Ten-Day/Twenty Day Driver Intervention Program to provide substance abuse
and addiction education and assessment services in a residential setting to adult
males convicted of a second DUL

24 hours a day/7 days a week with administrative hours.
Municipal Court of Hamilton County
Court referral male misdemeanant and felony offenders. Ages 18 and older

Hamilton County. Must be incarcerated in Hamilton County Justice Center but
may live in surrounding counties.

Hamilton County Commissioners

¢ Certification:

Ohio Department of Alcoho] and Drug Addiction Services
Licensed minimum security jail,

Refer to site handbook

Substance abuse education, chemical dependency assessment and diagnosis,
addiction treatment and education; individual, group and family counseling;
Corrective Thinking and other Cognitive Behavioral Therapy approaches; self
help group exposure, relapse prevention skills training, discharge planning and

Continuing Care; GED assessment and preparation, vocational guidance and job
readiness skills.

Hamilton County Sheriff’s Department

Hamilton County Probation Department
Talbert House Executive Office:

Tum RIGHT onto Victory Parkway from Talbert House Executive Office parking lot. At the second li ght veer
RIGHT on Martin Luther King. At the light turn RIGHT onto Woodburn Avenue until reachin g the corner of
William Howard Taft. Turning Point’s driveway is on the RIGHT before reaching the corner.

26
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Re-investing in Communities through Re-entry

* Nationally, 12 million inmates enter and leave local jails. Most return (o the
' community.

- * Of the 415,000 substance dependent/abusing jail inmates needing treatment m 2002,
63% had never been in any treatment or programs in the past. 74% of all jail inmates
on probation or parole at arrest met the criteria for substance abuse or dependence.

* Special needs of inmates remain a challenge to jail management, and to the
community upon their return. ' :
14% of jail inmates reported being homeless, living in shelter or on street in last year.
29% were unemployed, and 18% represented only occasional employment.

46% report a family member ever incarcerated; 31% a brother; 19% a father.
31% reported parent abuse of alcohol/drugs while growing up.
44% were from a single parent household; 13% from households missing both parents.

- * Women make up an increasing proportion of jail inmates (10% in 1995—12% in 2003;
average annual growth for last 10 years is 6.4%, compared to 3.9 for men).

* Evidence of similar profiles for the 45,000 + individuals processed through Hamilton

County’s jail approximate 70% have significant mental health, substance abuse and
chronic health conditions, and medical needs.

What is RE-ENTRY?

* Re-entry is a screening, assessment, and transitional release planning process that
begins at the time of arrest and continues through community reintegration.

* It prepares individuals for release when the person enters jail.

* Re-entry is focused along various points of the criminal justice continuum that can
respond as alternatives to detention, as an in jail-based program with discharge
planning, or as a long-term community based program. '

* Very few jurisdictions around the county are involved in jail reentry efforts.
Individuals who enter the jail in a state of crisis return to the streets underserved and
disengaged, only to further compromise public safety.

* Re-entry is NOT a get out of jail initiative, It appropriately diverts individuals
to community-based services targeted to address their specific needs.

* It is responsive to both Jail Management and Community Need by reserving
jail beds for more violent, noncompliant offenders, while removing public health,
family connectedness, and other quality of life obstacles for those eligible to return.

! Hamilton Department of County Pretrial Services Jail Monitoring Systems 2003-2005.
2 Beck, Allen, Bureau of Justice Statistics/Urban League, July, 2006 .



" HAMILTON COUNTY REENTRY DEMONSTRATION PROJECT

Problem Statement: _ '

The Hamilton County Jail is an important component of the criminal justice system, and in recent years,
there is evidence of drastic changes in the profiles of the 45,000 individuals processed through its doors
annually. Of the daily admissions, approximately 70 indicate significant mental health, substance abuse and
- “chronic health conditions with medical needs for which the jail and the criminal justice system are not fully
prepared to respond. ! Their community stability / viability is further comprqmiSed by chronic
unemployment, social isolation and homelessness. “Although these profiles indicate increased risk
associated with enormous needs, fewer indicate historical patterns of violent behavior; and yet, they are
experiencing longer periods of incarceration than ever before. The system has not ignored these trends. An
effective and efficient process to categorize and assess them has been underway for sometime but the
ability to make significant strides in release planning for those who remain incarcerated is limited. Support
for intervention is system wide with judges routinely issuing sentences that focus on treatment and service
intervention opportunities, not long-term detention/incarceration. However, the number of arrested and
incarcerated individuals with special needs is staggering. Jail administrators struggle to manage this
population with existing resources, and Hamilton County Correction’s officials are frequently forced to
respond to its crowding problem by releasing offenders on an emergency basis.

Jail experts indicate that jail crowding generally stems from a condition described as “jail bloating.” % This
occurs when inefficiencies in the criminal justice system, as well as other systems, negatively affect the
number of persons brought to jail and their length of stay.  Although our own system is plagued with these
conditions, there is and has been concerted effort underway by our criminal justice system, in pattnership
with our community providers, to identify and systemically correct such inefficiencies. One of the primary
strategies proposed in this demonstration project is to fine-tune our informed decision-making through
systematic evaluation, planning, and support services to this population. The result will be a re-investment
in community safety by reducing the incidence on emergency release practices and ensuring that scarce jail
housing space is reserved for violent offenders. . Additionally, because most detainees and offenders will
leave Hamilton County’s correctional facilities and return to the community, there is a critical need to
develop a dedicated, integrated, well-coordinated infrastructure that yields a process that can effectively
link this population from custody to community based services. Without adequate, responsive transition
planning, detainees and offenders who enter the jail in a state of crisis will return to the streets underserved
and disengaged, only to further compromise public safety. By expanding efforts through the formal
creation of a dedicated jail re-entry coordination team, it is believed that this model will demonstrate a
reduction in both the rate and the length of local incarceration for this population. Viewed as a process, and
not an event, transition planning is a shared response, with shared goals and objectives to diminish the
“inefficiencies” impacting jail crowding.®

Aside from the identified individual defendant needs entering the jails are the actual physical and security
needs of the correctional facility itsélf. Jails process a high volume of individuals, experience rapid
population turnovers, and must accommodate a multi-tiered security housing model for.a complex and
diverse population (sentenced and pretrial felons, misdemeanants, probation and parole violators, and
inmates awaiting transportation to prisons and other jurisdictions), including the separate and special
housing needs of women and indicted juveniles. County government provides most funds used in jail
operations, with the sheriff managing these facilities. During these difficult fiscal times, it is imperative
that the criminal justice community find ways to be smarter in its use of correctional resources while

maintaining the rights of defendants and victims, ensuring public safety, and upholding the integrity of the
criminal justice system.

- ! Data Source: Hamilton County and Department of Pretrial Services Jail Management Systems 2003-2005,

% Beck, Allen (2001), Yail Bloating: A Common But Unnecessary Cause of Jail Overcrowding, Justice

§30ncepts Incorporated.

Travis, Jeremy. 2001, “Heretical Propositions for Improving Re-Eniry. Philadelphia PAL National Center
on Fathers and Families, University of Pennsylvania.



HAMILTON COUNTY REENTRY DEMONSTRATION PROJECT

Redefining Re-entry for Hamilton County

Pretrial Services and the Court Clinic have worked to fine tune its current identification system of special
needs populations into “meaningful categories” that assist in prioritizing which defendants require
immediate attention and reasonable increments for review of needs throughout case processing, The Court
has long recognized the need for an expanded mechanism that gives judges’ release options to review. Jail
Corrections Staff, Pretrial Services, Court Clinic Services, Mental Health Access Point, Greater Cincinnati
Behavioral Services, Probation, Cincinnati Union Bethel, First Step Home, Talbert House and other key
system and community based providers have collaborated to provide a transition planning framework that
matches identified need to appropriate community resources. However, without appropriate manpower, the
task is daunting. Most transition models that prepare inmates to re-enter the community typically begin
after sentence and continue through incarceration into the period of release. Hamilton County recognizes
the need to prepare for release when the person enters jail via arrest or local commitment. Re-entry is
therefore defined as the process and experience that begins ai arrest and continues through community
reintegration, including release from jail during pretrial proceedings, release at the time of sentencing,
or release after successfully completing court ordered sanctions. The model below illustrates the strategic
points at which community transitioning can be systematically incorporated within Hamilton County,

ARREST ‘
DISPOSITION SCHEDULING
- PRETRIAL DETENTION SENTENCE NEGOTIATION SANCTIONING
RELEASE \ 2 3
PRETRIAL/EARLY ASSESSME.
TRANSITIONAL PLANNING TO COMMUNITY
T A ANNING T
RETURN TO THE COMMUNITY TRANSITION
AND
STEP UP/STEP DOWN
SANCTIONING REINTEGRATION
\
COMMUNITY CONTROL JAIL TRANSITIONAL
VIOLATION r . REENTRY PLANNING
6 ' > 4
MITIGATION OF SENTENCE
OTHER SANCTION REVIEW
APPROVED RELEAS
5 -

Figure 1: Transition planning is shown to begin at arrest and is constructed to support release at any point of
criminal case processing. With the permission of the defendant and the system’s key decision- makers, the process
can either lead (o pretrial re-entry or move fo the next stage where the transition plan may again be used. Transition
Plans established and implemented during pretrial detention offers the benefits of early reintegration and fewer days
spent in jail. Once the foundation of a re-entry plan has been established, it can be more Jully developed and used
during plea negotiations and for presentation to the judge at the time of sentencing. The plan would be used to
match individual need to the most appropriate services, In instances when sentencing does not result in an
immediate return to the community, the re-eniry plan remains as the basis for self-development and preparation for

re-eniry while in local incarceration. If we see community re-eniry only as a back-end process for this population
we will continue to contribute to the overall condition of “jail bloating”, '



HAMILTON COUNTY REENTRY DEMONSTRATION PROJECT

Proposal:

" By expanding efforts through the formal creation of a dedicated _]all re-entry coordination team (comprised

of Jail, Court pretrial/probation, and Court Clinic staff), it is believed that the Hamllton County Re-entry

- Model will demonstrate a reduction in both the rate and the length of local incarceration for this population.

It is énvisioned that mutually agreed upon delineation of roles and responsibilities; and assigned
reésponsibility for accountability and outcomes can be successfully deve]oped within a short period of time.

- For example; Jail, Pretrial/Probation, and Court Clinic staff would refine screening, early assessment, crisis

intervention, stabilization; and the initiation of treatment and social service interventions at the pretrial

- stage. Jail and related court staff (pretrial and probation) would coordinate conditions of release and

communications between the jail and the defendant / sentenced inmate, and community pr0v1ders
Community providers would address service gaps and clearly ldentlfy the capacity for timely acceptances

- . of referrals providing individualized service reports, and follow-up and monitoring activities. Other

mechanisms to support an interconnected network of services must be included to: 1) define working
agreements between and within service organizations; 2) develop management mformation systems to

share information and analyze data as pennltted by confidentiality requirements; and 3) develop ongoing

staff-training activities.

What is Needed to Facilitate the Process?

Screening and assessment is both critical to jail management and transition planning. The earlier in the
process that consideration of need following incarceration occurs, the more likely components necessary
for successful re-entry can be planned, identified and coordinated. This will require administrative
oversight of the process and a team of personnel to assure information is routinely collected and translated
into practical fransition plans. Because we recognize the comprehensive heeds of detainees and offenders,
early assessment and transition planning must be a multidisciplinary process.

. GOAL: To develop, implement and evaluate a Jail Management and Community Re-Entry Process

that will reduce jail crowding and appropriately divert pretrial and sentenced defendants to
community-based services targeted to their specific needs.

Step 1: Pretrial staff identifies, prioritizes and tracks incarcerated defendants that present acute

needs, few community resources, and pose no serious risk to the community when
snceessfully connected to apprepriate services.

Step 2. Court Clinic staff expedites clinical and social assessment of need within 6 hours to 5

days of arrest and detention, and to provide consultation to Pretrial and Probation teams
regarding transition plan potential.

Step 3:  Jail/Pretrial/Probation collaborate with system partners and key decision-makers effectmg
approved release transitions to treatment and re-entry case management.

OUTCOME MEASURES:
1. Projected/Actual Jail Reductions: Additional 50 defendants released per month
e # Pretrial
¢ #@Sentence *
»  #Mitigation/Modification of Sentence
. #Probation Violation
2. Reductlon in average number of jail days served for targeted re-entry defendants
# Jail Days Saved
3. Reduction the lapse time between jail release and rearrest
# New- Crmnna] Charges After T rans:tlonmg evaluated at these pomts
1 -3 months
4-6 months
~7-9 months
10-12 months
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October 2, 2007

To: Judge Lisa Allen
From: Wendy Niehaus - ‘ '
Subject: Motion to Mitigate/Transition from Jail to the Community (TIC)
Abigail -
O.V.I 07/TRC

The defendant was sentenced to 180 days, Rewards Jail Intervention Program (RJI) for Women, 1617
Reading Road on July 30, 2007, ?_ has been participating in treatment since July 31%,
however, due to her complex medica! and mental health needs, a follow-up curbside evaluation with the
Court Clinic was requested to determine whether this facility can appropriately address her multiple needs.
It was determined that m would be better served if transitioned from RJI to the community at
this time. The following TJC plan is offered for your consideration: :

1. Return to treatment with Dr. Kidwell, Psychologist who can refer her to a psychiatrist for
medication purposes.

2. Complete Christ Hospital's Intensive OQutpatient Program. ,

3. Participated in the probation department's call-in program for random drug testing.

4. Assign a MDO Probation officer to monitor and support successful sanctioning outcome.

It is recommended she be assigned a RECOVERY COACH through Court Clinic Alternative Intervention

for Women program to prioritize her immediate needs, ensuring a smooth transition process. She is to see
909 Sycamore (651-9300) immediately upon release from custody.

Please contact me should you have any concerns or questions.

cc: -r, Esquire



October 9, 2007

To: Judge Julia A. Stautberg
From: Wendy Niehaus
Subject: Motion to Mitigate/Transition from Jail to the Community (TJC)

This is a revised report for today's motion to mitigate.

The defendant was sentenced to 180 days, Turning Point or Men’s Extended if eligible. The Sheriff reports
Mr. Gaines” maximum-security level prohibits him from participation. However, it was further reported his
initial classification was based solely on a his statement that “he would leave if sent to Talbert House.” No
behavioral related issues were reported. Since his last hearing, Mr. Gaines met with the TIC recovery
coach. Mr. Gaines is engaged and ready to participate in treatment upon his return to the community. He
reports he is eager to comply with the conditions of community control as set forth by this Court.

The TIC team offers the following recommendations for your consideration:

I. Return to a drug free environment with his mother Stacy Gaines, 415 Pike Street, Reading,’
* 7 Ohio 45215, 487-9596. Family members will be present in court today.

2. Participate in TJC case management services offered through the Court Clinic/TASC until he
is fully connected to treatment services. Court Clinic will complete the DAF, work to
stabilize him to medication for ADHD (family currently has Dr. apt.), require him to attend
the Clinic’s Thinking for Change program, and require him to secure an AA sponsor. A
recovery coach will remain available to him during this period of transition. His first intake
appointment will be scheduled upon his release.

ﬂ?ouﬁ Clinic TJC will be in court today to answer questions you may have at this time.

cc: Ed Burgess, Hamilton County Probation Department



- Date: December 14, 2007

To: Judge Bernie Bouchard
From: Wendy Niechaus
Subject: Motion to Mitigate/Transition from Jail to the Community (TJC) December 17, 2007

“Theft Probation Violation C/05/CRB/49898
H06/CRB/1694
Incarceration Date: 10/9/07
Not Detail Eligible — Time Expires 3/15/08

CONFIDENTIAL/REVISED

The defendant was sentenced to 180-days, Men’s Extended Treatment Program, if eligible October 23,
2007. S has not been able to participate in this treatment program due to his medical and mental
‘health needs that can only be addressed at the Justice Center. A follow-up curbside evaluation with the
Court Clinic was requested to determine an appropriate alternative treatment at this time. The following
TIC plan is offered for your consideration: :

If he returns to his previous community treatment with Intervention Therapy Centers of America for
pharmacological treatment of his anxiety, it is recommended that he also participate in freatment at

' New Directions Harm Reduction progtam (Donna Butler, 362-2732). Because his prescribed
medication is addictive (allowing for other patterns. of abuse to occur), the Harm Reduction program
will work with him to reduce his potential for-abuse. Through counseling, this program will also
‘consult with Intervention Therapy Centers of America to explore counseling options to control his
‘anxiety without the use of medications, and to address the various and significant stressors in his life.
Should Mr. Raines choose not to continue with Intervention Therapy Centers of America, he is eligible

. to participate in services with the Court Clinic (Marilyn Zipfel) (651-9300).

- Should Mr. Raines choose not to continue with Intervention Therapy Centers of America, he is eligible
to participate with the Court Clinic to address these issues. - S

Mr. Raines has agreed to participate in this program should the court grant mitigatidn. Please contact me
should you have any concerns or questions. ’

ce: m, Attorney for the Defendant



January 2, 2008

To: Judge Julia Stautberg

From: Wendy Nichaus ,

Subject: IS, Motion to Mitigate
07/CRB/35162/B Falsification
Transition from Jail to the Community Plan

Incarceration Date: 09/14/07
Detail Eligible — Detail Time Expiration Date: 1/22/08

CONFIDENTIAL

The defendant was sentenced to 180 days, Rewards Jail Intervention Program, if eligible September 26,
2007. Ms. Johnson has been stabilized on medication and has worked kitchen detail since her sentenced
incarceration. She has engaged with MHAP and is currently eligible for ACT team services. Ms.
Johnson’s TJC plan is offered for your consideration. ‘

" Danielle's goals on her ISP with the ACT Team are as follows:

Staving stable in the community, as evidenced by no further
incarcerations or hospitalization:

a) Keeping all scheduled appointments with doctor

b) Taking medications as prescribed

Abstaining from AoD use:

a) Completing ARC program (both inpatient and aftercare) - A bed is available January 3, 2008. SN
] JB374-9418 is her ACT team case manager. An ACT team case manager will pick her up on January
3rd if mitigation is approved.

b) Going into First Step Home upon completion of inpatient ARC program

¢) Attending AA or NA meetings

Obtaining and maintaining appropriate housing:
Completing application process with assistance from CSP

Qbtaining financial resources. K
Completing application process for benefits with SSA/ DJFS with
Assistance from CSP :

Please feel free to contact me should you have any questions regarding this matter.



