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APPENDIX A 

4.  Organizational Documents. Attach as Appendix A all organizational documents relating to 
the Public Benefit Hospital filing this Request. Include organizational documents for all Affiliates. 
For the purposes of this Request, “organizational documents” means the charter, articles of 
incorporation, bylaws, or any other governing document of the Public Benefit Hospital, and any 
and all amendments to each such governing document. 

Index 

Mountain States Health Alliance Organizational Documents 

1. Charter Documents (Full Charters and Material Amendments) 

 Initial Filing, April 12, 1945 

 Articles of Amendment, April 6, 1983 

 Articles of Amendment, January 7, 1999 

 Articles of Amendment, August 18, 2006  

 Amended and Restated Charter, August 2, 2011 

 Second Amended and Restated Charter, April 29, 2013 

2. Bylaws 

 Bylaws, Johnson City Medical Center Hospital, January 25, 1999 

 Bylaws, MSHA, March 17, 2000 

 Bylaws, MSHA, February 8, 2002 

 Bylaws, MSHA, December 6, 2002 

 Bylaws, MSHA, March 5, 2004 

 Bylaws, MSHA, December 2, 2005 

 Bylaws, MSHA, January 5, 2007 

 Bylaws, MSHA, April 5, 2008 

 Bylaws, MSHA, February 3, 2012 

 Amended and Restated Bylaws, MSHA, April 5, 2013 
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Affiliates of Mountain States Health Alliance 

3. Chart of Affiliates of Mountain States Health Alliance.  Mountain States will provide 

organizational documents for any Affiliate upon request. 
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APPENDIX A ATTACHMENT 
 

AFFILIATES OF MOUNTAIN STATES HEALTH ALLIANCE 
 
 

Entity Name 
Principal Place 

of Business Nature of Business 
Owners / Percentages of 

Ownership 

Mountain States 
Health Alliance 
(TN Non-Profit 
Corp.) 

303 Med Tech 
Parkway, Suite 347 
Johnson City, TN 
37604 

In addition to owning an interest in the affiliated entities 
listed below, Mountain States Health Alliance is the sole 
owner and operator of the following hospital facilities, 
none of which exists as a separate corporate entity: 
Johnson City Medical Center (JCMC) (Johnson City, 
TN) JCMC is a 445- bed regional tertiary referral center 
which also serves as a teaching hospital affiliated with 
East Tennessee State University. Founded in 1911, 
JCMC has transformed to provide a comprehensive array 
of inpatient and outpatient services, including advanced 
services and trauma services. Also located at JCMC are 
34 skilled nursing beds, separately licensed as Franklin 
Transitional Care. 
Niswonger Children’s Hospital (Johnson City, TN) 
Niswonger Children’s Hospital is the region’s only 
children’s hospital. The 69-bed facility is staffed by 
pediatric experts to serve more than 200,000 children in a 
fourstate, 29-county region. Niswonger provides a 
comprehensive array of inpatient and outpatient services 
for children. Niswonger houses one of only seven St. 
Jude Affiliate Clinics across the country. 
Woodridge Psychiatric Hospital (Johnson City, TN) 
Woodridge Psychiatric Hospital is an 84-bed inpatient 
provider of mental health and chemical dependency 

n/a 

MSHA0240



 

 

Entity Name 
Principal Place 

of Business Nature of Business 
Owners / Percentages of 

Ownership 
services for adults, adolescents, and children ages six and 
older. Woodridge is a psychiatrist-led facility that 
includes a team of mental health therapists, discharge 
planners, expressive therapists, and psychiatric nurses to 
assist the patient with finding the most beneficial level of 
treatment. 
Indian Path Medical Center (Kingsport, TN) Indian 
Path Medical Center (IPMC) is a 239-bed community 
hospital with roots dating back 40 years. Indian Path 
provides a full array of services, including emergency 
services and a variety of inpatient and outpatient services. 
Sycamore Shoals Hospital (Elizabethton, TN) Sycamore 
Shoals Hospital is a 121-bed acute care facility serving 
the residents of Carter and Johnson Counties. Sycamore 
Shoals offers a full array of services, including 
emergency services and a variety of inpatient and 
outpatient services. In addition, wellness services are 
provided through the Franklin Health and Fitness Center, 
located on the campus of Sycamore Shoals. 
Franklin Woods Community Hospital (Johnson City, 
TN) Franklin Woods Community Hospital is an 80-bed, 
LEED-certified “green” facility. Opened in 2010, 
Franklin Woods provides a full array of services, 
including emergency medicine and a variety of inpatient 
and outpatient services. 
Unicoi County Memorial Hospital (Erwin, TN)  Unicoi 
County Memorial Hospital, is a 48-bed acute care facility 
with an adjacent 46-bed skilled nursing facility. The 
hospital was founded in 1953 in Erwin, TN, and serves 
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Entity Name 
Principal Place 

of Business Nature of Business 
Owners / Percentages of 

Ownership 
the residents of Unicoi County and the surrounding areas 
with a full array of services, including emergency 
services and a variety of inpatient and outpatient services. 
Russell County Medical Center (Lebanon, VA) Russell 
County Medical Center is a 78-bed, acute care and 
behavioral health hospital. The hospital serves the 
residents of Russell County, VA, and provides behavioral 
health services, emergency services, and a variety of 
inpatient and outpatient services. 
Johnson County Community Hospital (Mountain City, 
TN) Johnson County Community Hospital is a two-bed 
critical access hospital opened in 1998 by Mountain 
States Health Alliance, offering emergency services and a 
variety of inpatient and outpatient services to the 
residents of Johnson County. 
 

Mountain States 
Foundation  
(TN Non-Profit 
Corp.) 

2335 Knob Creek Road 
Suite 101 
Johnson City, TN 
37604 

Mountain States Foundation is a not-for-profit entity 
providing philanthropic support to Mountain States 
Health Alliance through the coordination of fundraising 
and development activities. The Mountain States 
Foundation assisted with fundraising for the Niswonger 
Children’s Hospital, Johnson City Medical Center 
radiation oncology expansion, and various fundraising 
opportunities at local facilities throughout the system. 

Note: Mountain States 
Foundation is a non-profit 
corporation with numerous 
members. 
In accordance with the 
charter and bylaws, 
membership on the Board 
of Trustees of Mountain 
States Foundation is 
subject to the approval of 
the Board of Directors of 
Mountain States Health 
Alliance.  As a result, 
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Entity Name 
Principal Place 

of Business Nature of Business 
Owners / Percentages of 

Ownership 
Mountain States Health 
Alliance exercises 
supervisory authority over 
Mountain States 
Foundation and considers 
it to be an Affiliate. 

Mountain States 
Health Alliance 
Auxiliary, Inc.  
(TN Non-Profit 
Corp.) 

400 N. State of 
Franklin Rd. 
Johnson City, TN 
37604 

The Mountain States Auxiliary was established in 1979 
to provide financial support for various projects, 
particularly ones involving extra benefits for Mountain 
States team members, patients, and guests. The Auxiliary 
operates the Gift Shops and conducts sales of such items 
as uniforms, jewelry and books. 

Note: Mountain States 
Health Alliance Auxiliary, 
Inc.is a non-profit 
corporation with numerous 
members. 
In accordance with the 
charter and bylaws, the 
activities of the Board of 
Directors of Mountain 
States Health Alliance 
Auxiliary, Inc. are subject 
to the final approval of the 
Board of Directors of 
Mountain States Health 
Alliance.  As a result, 
Mountain States Health 
Alliance exercises 
supervisory authority over 
Mountain States Health 
Alliance Auxiliary, Inc. 
and considers it to be an 
Affiliate. 
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Entity Name 
Principal Place 

of Business Nature of Business 
Owners / Percentages of 

Ownership 

Integrated 
Solutions Health 
Network, LLC 
(TN LLC, director 
managed) 

509 Med Tech Pkwy 
Suite 100 
Johnson City, TN 
37604 

This entity provides advanced population health 
management services through this entity. 

Mountain States Health 
Alliance (99.89%) 
Laughlin Memorial 
Hospital, Incorporated 
(0.05%) 
Frontier Health (0.05%) 
Clinch Valley Medical 
Center, Inc. (0.01%) 

Anew Care 
Collaborative, LLC 
(TN LLC, director 
managed) 

509 Med Tech Pkwy 
Suite 100 
Johnson City, TN 
37604 

AnewCare Collaborative is Mountain States’ 
Accountable Care Organization, which operates a 
14,000-member Medicare Shared Savings Program. 

Integrated Solutions 
Health Network, LLC 
(100.0%) 

CrestPoint Health 
Insurance 
Company, Inc. 
(TN Corp.) 

509 Med Tech Pkwy 
Suite 100 
Johnson City, TN 
37604 

Insurance and third party administrator services.   Integrated Solutions 
Health Network, LLC 
(100.0%) 

Smyth County 
Community 
Hospital 
(VA Nonstock 
Nonprofit Corp) 

245 Medical Park Drive 
Marion, VA 24354 

This entity has a majority ownership and manages Smyth 
County Community Hospital, a 44-bed, acute care 
facility located in Marion, VA. Smyth County’s services 
also include a 109-bed skilled nursing care facility, 
branded as Francis Marion Manor Health & 
Rehabilitation. The hospital has served the residents of 
Smyth County, VA, for more than 45 years through a full 
array of services, including emergency services and a 
variety of inpatient and outpatient services. 

Mountain States Health 
Alliance (80.0% member) 
Smyth County 
Community Foundation 
(20.0% member) 
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Entity Name 
Principal Place 

of Business Nature of Business 
Owners / Percentages of 

Ownership 

Norton 
Community 
Hospital 
(VA Nonstock 
Nonprofit Corp) 

100 15th St. NW 
Norton, VA 24273 

This entity has a majority ownership and manages Norton 
Community Hospital, located in Norton, VA.  Norton 
Community Hospital has served Southwest Virginia and 
Southeastern Kentucky since 1949. The 129-bed, acute 
care facility provides a full array of services, including 
emergency services and a variety of inpatient and 
outpatient services. Norton Community was the first 
American Osteopathic Association accredited teaching 
facility in the commonwealth of Virginia and hosts 
residents in internal medicine. 

Mountain States Health 
Alliance (50.1% member) 
Community Healthcare 
Foundation (49.9% 
member) 

Norton 
Community 
Physician Services, 
LLC 
(VA LLC) 

100 15th St. NW 
Norton, VA 24273 

Norton Community Physician Services is a for-profit 
entity consisting of physician practices and pharmacy. 
NCPS employs 16 physicians and 4 mid-levels to serve 
the residents of Wise County and surrounding area. 

Norton Community 
Hospital (100.0%) 
 

Dickenson 
Community 
Hospital 
(VA Nonstock 
Nonprofit Corp) 

PO Box 1440  
312 Hospital Dr. 
Clintwood, VA 24228 

This entity owns and operates Dickenson Community 
Hospital, located in Clintwood, VA.  Dickenson 
Community Hospital is one of two critical access 
hospitals operated by Mountain States Health Alliance. 
The hospital is licensed for 25 beds and provides 
emergency services and a variety of inpatient and 
outpatient services to the residents of Dickenson County. 

Norton Community 
Hospital (100.0%) 
 

Community Home 
Care, Inc. 
(VA Corp) 

100 15th St. NW 
Norton, VA 24273 

Community Home Care is a home health agency located 
in Norton City, VA, that provides comprehensive quality 
care to patients within the comfort of their home. 

Norton Community 
Hospital (100.0%) 
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Entity Name 
Principal Place 

of Business Nature of Business 
Owners / Percentages of 

Ownership 

Johnston Memorial 
Hospital, Inc. 
(VA Nonstock 
Nonprofit Corp) 

16000 Johnston 
Memorial Drive 
Abingdon, VA 24211 

This entity has a majority ownership and manages 
Johnston Memorial Hospital (JMH), located in 
Abingdon, VA.  JMH is a 116-bed community hospital 
which was relocated to a new, state of the art facility in 
2011. At that time, JMH was recognized as the first Gold 
Leadership in Energy and Environmental Design 
(LEED)-certified hospital in Southwest Virginia 
providing a full array of services, including emergency 
services and a variety of inpatient and outpatient services. 

Mountain States Health 
Alliance (50.1%) 
Johnston Memorial 
Healthcare Foundation, 
Inc. (49.9%) 

Abingdon 
Physician Partners 
(VA Nonstock 
Nonprofit Corp) 

16000 Johnston 
Memorial Drive 
Abingdon, VA 24211 

Abingdon Physician Partners is a physician practice 
owned and managed by Johnston Memorial Hospital 
consisting of 16 physicians and 5 mid-levels.  

Johnston Memorial 
Hospital, Inc. (100.0%) 

Blue Ridge 
Medical 
Management 
Corporation  
(TN Corp.) 

1021 W. Oakland Ave. 
Suite 207 
Johnson City, TN 
37604 

Blue Ridge Medical Management Corporation 
(BRMMC) is a wholly owned, for-profit subsidiary of 
Mountain States Health Alliance. BRMMC owns and 
manages physician practices throughout the service area 
through its integrated physician organization, Mountain 
States Medical Group.  
Mountain States Medical Group includes more than 250 
providers in over 90 locations representing 25 specialties, 
including eight urgent care sites.  
Also operates HealthPro Staffing, a staffing agency 
formed to provide staffing solutions to the Mountain 
States Health Alliance facilities and other healthcare 
organizations in the region. 
Also operates The Wellness Center, a health and fitness 
center; and ownership and investment in a number of 

Mountain States Health 
Alliance (100.0%) 
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Principal Place 

of Business Nature of Business 
Owners / Percentages of 

Ownership 
joint ventures such as ambulatory surgery centers and 
urgent care facilities. 
 

Mountain States 
Physician Group, 
Inc. 
(TN Corp.) 

400 N. State of 
Franklin Rd. 
Johnson City, TN 
37604 

This is a company that employs practitioners who 
provide professional services on behalf of practices 
operated by BRMMC and other MSHA affiliates. 

Blue Ridge Medical 
Management Corporation 
(100.0%) 
 

Mountain States 
Properties, Inc. 
(TN Corp.) 

400 N. State of 
Franklin Rd. 
Johnson City, TN 
37604 

This entity owns and leases real estate to MSHA and 
other affiliates, as well as to unaffiliated third parties.. 

Blue Ridge Medical 
Management Corporation 
(100.0%) 
 

Medi-Serve 
Medical 
Equipment of 
Kingsport, Inc. 
(TN Corp.) 

1183 Spratlin Park Dr. 
Gray, TN 37615 

This entity operates Medi-Serve Medical Equipment 
Company, a durable medical equipment and respiratory 
services company with three locations in Northeast 
Tennessee and Southwest Virginia. 

Blue Ridge Medical 
Management Corporation 
(100.0%) 
 

Emmaus 
Community 
Healthcare, LLC, 
d/b/a Piney Flats 
Urgent Care  
(TN LLC, manager 
managed) 

1021 W. Oakland Ave. 
Suite 207 
Johnson City, TN 
37604 

A for-profit entity that provides urgent care patient 
services. 

Blue Ridge Medical 
Management Corporation 
(75.0%) 
Charles L. Backus, III, 
D.O. (25.0%) 
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Principal Place 

of Business Nature of Business 
Owners / Percentages of 

Ownership 

Wilson Pharmacy, 
Inc. 
(TN Corp.) 

525 N. State of 
Franklin Rd. 
Johnson City, TN 
37604 

Operates Mountain States Pharmacy, a retail pharmacy 
with five locations in Northeast Tennessee and Southwest 
Virginia. 

Blue Ridge Medical 
Management Corporation 
(100.0%) 

East Tennessee 
Ambulatory 
Surgery Center, 
LLC 
(TN LLC, board 
managed) 

701 Med Tech Pkwy 
Suite 100 
Johnson City, TN 
37604 

This entity operates an ambulatory surgery center that 
offers the following outpatient services: anesthesiology, 
bariatric surgery, breast surgery, cardiology, endoscopy, 
general surgery, gynecology, hand surgery, 
infertility/reproductive surgery, neurosurgery, 
ophthalmology, pain management, plastic surgery, 
podiatry, and urology 

Blue Ridge Medical 
Management Corporation 
(68.26%) 
Jim N. Brantner, M.D. 
(5.16%) 
Aaron Brown, M.D. 
(1.10%) 
Brenda Crowder, M.D. 
(0.55%) 
Kenneth E. Cutshall, 
M.D., FACS (4.13%) 
Lorna Ehrenfried, M.D. 
(1.10%) 
Timothy Fullager, M.D. 
(1.10%) 
Tony O. Haley, M.D. 
(2.19%) 
David T. Hamilos, DPM 
(0.55%) 
Daniel Haynes, M.D. 
(2.19%) 
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of Business Nature of Business 
Owners / Percentages of 

Ownership 
Elizabeth Lawson, M.D. 
(2.19%) 
Dean McLaughlin, M.D. 
(1.10%) 
Phillip Riley, DPM 
(2.19%) 
John F. Robertson, Ill, 
M.D. (2.19%) 
David Wiles, M.D. 
(6.02%) 

Medical Specialists 
of Johnson City, 
LLC 
(TN LLC, director 
managed) 

303 Med Tech Pkwy 
Suite 200 
Johnson City, TN 
37604 

This entity operates a physician office that treats patients 
who need the care of physicians specializing in 
rheumatology and endocrinology 

Mountain States Health 
Alliance (51.0%) 
State of Franklin 
Healthcare Associates, 
PLLC (49.0%) 

Synergy Health 
Group, LLC 
 
(TN LLC, Member 
managed) 

One Professional Park 
Drive,  
Suite 11 
Johnson City, 
Tennessee 37604-6094 

Synergy Health Group is an affiliation of member 
hospitals united in their efforts to maximize cost saving 
opportunities through aggregated buying power. Synergy 
Health Group members work jointly, not only in group 
purchasing efforts but in building and sharing best 
practices, to establish a strong healthcare corridor 
spanning Southwest Virginia through Northeast 
Tennessee and in to Western North Carolina. 
 
Note: Synergy has filed a notice of dissolution and is in 
the process of winding up business, but it has not yet 
terminated operations 

Blue Ridge Medical 
Management Corporation 
(100.0%) 
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APPENDIX B 

7.  Organizational Documents of Acquirer. Attach as Appendix B copies of all organizational 
documents relating to the Acquirer identified in Request 6. See definition of “organizational 
documents” in Request 4. 

The Master Affiliation Agreement and Plan of Integration dated as of February 16, 2016, as 
amended by the First Amendment to Affiliation Agreement dated as of September 8, 2016 between 
Mountain States and Wellmont provides in Section 2.01(c) that the Articles of Incorporation of Newco, 
Inc. and the Bylaws of Newco, Inc. will be revised upon the closing of the transaction.  It is expected that 
the amendment to the Articles, which has not yet been prepared, will consist of (1) changing the name of 
Newco to Ballad Health and (2) designating a new principal place of business of Newco as agreed by 
Mountain States and Wellmont.  The Amended and Restated Bylaws have been agreed upon by the 
parties and are attached to this Appendix B.  Accordingly, we have attached the Articles and Bylaws of 
Newco, Inc. as they currently exist (the “Interim Articles” and the “Interim Bylaws”) and the Amended 
and Restated Bylaws of Ballad Health as they will be adopted upon the closing of the Transaction.  Note 
that the Amended and Restated Bylaws are currently titled the Amended and Restated Bylaws of Newco, 
Inc., but they will be adopted as the Amended and Restated Bylaws of Ballad Health to reflect the name 
that the parties have agreed upon and announced for the new health system. 

The initial draft, final version and a comparison document showing negotiated changes to the 
initial draft of Newco, Inc.‟s articles of incorporation and bylaws are included in this Appendix B. 
Additional interim drafts are available upon request. 

 

Index 

1. Articles of Incorporation: 

 Filed, executed version of Interim Articles of Incorporation of Newco, Inc. (Sept. 
11, 2015) 

[***Following Attachments are Confidential***] 

[***End of Confidential Attachments***] 

2. Bylaws: 

 Final version of Interim Bylaws of Newco, Inc. (Oct. 26, 2015) 

[***Following Attachments are Confidential***] 
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[***End of Confidential Attachments***] 

3. Amended and Restated Bylaws: 

 Final version of Amended and Restated Bylaws of Newco, Inc. (Feb. 13, 2016) 

[***Following Attachments are Confidential***] 

[***End of Confidential Attachments***] 

4. Conflict of Interest Policy of Newco, Inc. 
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DRAFT FOR DISCUSSION PURPOSES 
Monday, April 27, 2015 

1 
N AQB 1499152 v3  
2831265-000041  06/12/2015 

ARTICLES OF INCORPORATION 

 OF 

[NEWCO] 

(Control No. _________) 

 The undersigned nonprofit corporation acting pursuant to the provisions of the Tennessee 
Nonprofit Corporation Act, Tennessee Code Annotated, Section 48-51-101, et seq. (the “Act”), 
adopts the following Articles of Incorporation pursuant to Tennessee Code Annotated, Section 
48-52-102: 

ARTICLE I. 

CORPORATE NAME 

 The name of the corporation is [NEWCO] (the “Corporation”). 

ARTICLE II. 

TYPE OF CORPORATION 

 The Corporation is a public benefit corporation.  
  

ARTICLE III. 

INCORPORATORS 

 The names, addresses and zip codes of the incorporators are [________________], 
Tennessee [_____],  [________________], Tennessee [_____], and [________________], 
Tennessee [_____]. 

ARTICLE IV. 

REGISTERED AGENT AND OFFICE 

 The registered office of the Corporation is [________________], Tennessee [_____], 
[___________] County, and its registered agent at that address is [______________]. 

ARTICLE V. 

PRINCIPAL OFFICE 

 The street address and zip code of the principal office of the Corporation is 
[________________], Tennessee [_____]. 

ARTICLE VI. 
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INITIAL/PRE-CLOSING BYLAWS 
Monday, October 26, 2015 

 
N AQB 1578609 v5  
2831265-000041 07/12/2016 

 

 

BYLAWS 

OF 

NEWCO, INC.  
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2 
N AQB 1578609 v5  
2831265-000041 07/12/2016 

ARTICLE I 

NAME, PURPOSE, AND PRINCIPAL PLACE OF BUSINESS 

Section 1. Name.  The name of this Corporation is Newco, Inc. (hereinafter referred to 
as the “Corporation”). 

Section 2. Purposes.  It is intended that the Corporation will qualify at all times as an 
organization exempt from federal income tax under Sections 501(a) and 501(c)(3) of the Internal 
Revenue Code of 1986, including any amendments that may be made from time to time (the 
“Code”), and that it will qualify at all times as an organization to which deductible contributions 
may be made pursuant to Sections 170, 642, 2055 and 2522 of the Code. The Corporation is 
organized and will be operated exclusively for charitable, scientific, and educational purposes 
within the meaning Section 501(c)(3) of the Code, including the business of developing, owning 
and operating inpatient hospitals, clinics, physician practices, other healthcare services, and  other 
services, businesses and activities for the overall purpose of promoting health and providing 
quality health care services to a broad cross section of the community. In accomplishment of such 
purposes, the Corporation shall be organized, and at all times operated exclusively for the benefit 
of, to perform the functions of, or to carry out the purposes of the not for profit corporations of 
which it is a member, provided that such not for profit corporations (i) qualify at all times as 
organizations exempt from federal income tax under Section 501(c)(3) of the Code and (ii) are 
described in Section 509(a)(1) or 509(a)(2) of the Code. 

ARTICLE II 

MEMBERS 

The Corporation shall have no members. 

ARTICLE III 

BOARD OF DIRECTORS 

Section 1. Duties.  The business and affairs of the Corporation shall be governed 
exclusively by its Board of Directors.  The Board of Directors shall be responsible for ensuring 
high quality delivery of health care and human services to the communities served by the 
Corporation and the Corporation’s subsidiaries.  The Board of Directors may delegate certain 
authorities to subsidiary boards.  Any authorities not specifically delegated are reserved to the 
Board of Directors of the Corporation.   

Section 2. Composition.  The Corporation’s Board of Directors shall consist of four 
(4) directors, two (2) of whom shall be appointed by Mountain States Health Alliance, (“MSHA”), 
and two (2) of whom shall be appointed by Wellmont Health System (“Wellmont”); provided, 
however, that all Directors shall be persons who are deemed to be independent community 
directors in accordance with Internal Revenue Service guidance for organizations that are exempt 
from federal income tax under Code Section 501(c)(3) and which provide hospital services or 
other health care services or serve as supporting organizations to tax exempt health care services 
providers; provided, further, in order to satisfy the requirements for an organization supervised or 

MSHA0267



 
 

3 
N AQB 1578609 v5  
2831265-000041 07/12/2016 

controlled in connection with organizations described in Code Section 509(a)(1) or (2), as 
described in Code Section 509(a)(3)(B)(ii), at all times all of the Corporation’s directors will also 
be directors of MHSA and directors of Wellmont.  

Section 3. Terms. 

The Directors shall serve for a term of two (2) years commencing immediately following 
his or her respective appointment and continuing until their respective successors shall have been 
appointed and qualified. 

Section 4. Vacancies.  Vacancies arising in positions on the Board of Directors 
(whether by resignation, death, expiration of term of office, termination, removal, increase in 
Board size, or other reason) shall be filled by the corporation which appointed the Director 
vacating the position. 

Section 5. Removal.  Directors may be removed without cause by the corporation 
which appointed the Director to be removed. 

Section 6. Resignation.  A director may resign at any time by delivering written 
notice of resignation to the Corporation’s Secretary.  Resignation is effective when notice is 
delivered unless the notice specifies a later effective date, in which case such date shall be the 
effective date. 

Section 7. Confidentiality and Fiduciary Duty of Loyalty, Care and Obedience..  
Each director shall maintain the strict confidentiality of all information discussed or received in 
connection with any meeting of the Board of Directors and any committee meeting, whether such 
information is oral, written or preserved in any other form.  No Director shall use any information 
gained through or in connection with his or her capacity as a director in any manner which might 
create, directly or indirectly, any form of personal benefit unless such usage is consistent with and 
done in compliance with the Corporation’s policies regarding Conflicts of Interest.  Each Director 
shall, at all times, exercise loyalty, care and obedience to the fiduciary responsibilities entrusted to 
the Director on behalf of the Corporation. 

ARTICLE IV 

OFFICERS OF THE CORPORATION 

Section 1. Officers.  The officers of the Corporation shall consist of a President, a 
Secretary, and a Treasurer.  Except as provided below, all officers of the Corporation shall be 
elected by, and shall serve at the pleasure of, the Board of Directors.  A duly appointed officer 
may appoint one (1) or more officers or assistant officers. 

Section 2. Resignation.  An officer may resign at any time by delivering written 
notice of resignation to the Corporation’s President or Secretary.  Resignation is effective when 
the notice is delivered unless the notice specifies a later effective date, in which case such date 
shall be the effective date. 
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ARTICLE V 

POWERS AND DUTIES OF THE OFFICERS. 

Section 1. President.  Subject to the oversight of the Board of Directors, the President 
of the Corporation shall have general supervision, direction and control of the business and affairs 
of the Corporation and shall have the general powers and duties of management usually vested in 
persons in similar positions.  In such capacity, the President shall report to the Board of Directors.  
The President, or his/her designee, may execute all promissory notes, mortgages, deeds, contracts 
and other instruments.  The President shall have such other duties and authority as may be 
prescribed elsewhere in these Bylaws or from time to time by the Board of Directors.   

Section 2. Secretary.  The Secretary shall cause to be kept the minutes of all meetings 
of the Board of Directors and of any committee.  He or she shall cause to be given all notices 
provided for in these Bylaws.  He or she shall have custody of the seal of the Corporation and 
shall affix the same, attested by his or her signature, to all instruments required to be under the 
seal of the Corporation.  He or she shall have the duties, power and responsibilities of the 
secretary of a Corporation under the laws of the State of Tennessee and shall perform such other 
duties as may be prescribed by the Board of Directors. 

Section 3. Treasurer.  The Treasurer shall be the official custodian of all funds and 
securities of the Corporation, and shall deposit, or cause to be deposited, same in such banks or 
other depositories as the Board of Directors may designate or approve.  He or she shall have the 
duties, power and responsibilities of the treasurer of a Corporation under the laws of the State of 
Tennessee and shall perform such other duties as may be prescribed by the Board of Directors. 

ARTICLE VI 

MISCELLANEOUS 

Section 1. Corporate Seal.  The Board of Directors may provide a seal for the 
Corporation in the form approved by the Board of Directors. 

Section 2. Fiscal Year.  The fiscal year of the Corporation shall begin on the first day 
of July of each year. 

ARTICLE VII 

NOTICE 

Whenever under the provisions of the Act, the Charter, or these Bylaws notice is required 
to be given to any director, officer, or committee member of the Corporation, it shall not be 
construed to require personal notice, but such notice, unless required to be in writing, may be 
given by telephone or electronic mail and, if given in writing, may be given either personally or 
by facsimile, or by depositing the same in a post office or letter box in a postpaid, sealed wrapper., 
in either case addressed to such director, officer, or committee member at his or her address as the 
same appears in the records of the Corporation; and the time when the same shall be so mailed or 
faxed,  shall be deemed to be the time of the giving of such notice. 
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ARTICLE VIII 

INDEMNIFICATION 

Section 1. Indemnification of Officers and Directors.  The Corporation shall 
indemnify an individual made a party to a proceeding, criminal or civil, because he or she is or 
was an officer or director (whether voting or non-voting) of the Corporation against liabilities and 
expenses incurred in the proceeding to the fullest extent permitted by the Act.  The Corporation 
shall make advances for expenses incurred or to be incurred in the proceeding as provided for in 
the Act. 

Section 2. Indemnification of Employees and Agents.  The Corporation may 
indemnify an individual made a party to a proceeding, criminal or civil, because he or she is or 
was an employee or agent of the Corporation against liabilities and expenses incurred in the 
proceeding to the extent determined appropriate by the Board of Directors consistent with the 
provisions of the Act.  The Corporation may make advances for expenses incurred or to be 
incurred in the proceeding to the extent determined appropriate by the Board of Directors 
consistent with the provisions of the Act. 

Section 3. Insurance.  The Corporation shall have the power to purchase and maintain 
insurance on behalf of any person who is or was a director, officer, employee, or agent of the 
Corporation, or is or was serving at the request of the Corporation as a director, officer, employee, 
or agent of another Corporation, partnership, joint venture, trust, or other enterprise, against any 
liability asserted against him or her and incurred by him or her in any such capacity, or arising out 
of his or her status as such, whether or not the Corporation would have the power or would be 
required to indemnify him or her against such liability under the provisions of this Article. 

Section 4. Nonexclusivity.  The rights of indemnification and advancement of 
expenses granted pursuant to this Article shall not be deemed exclusive of any other rights to 
which an officer, director, employee, or agent seeking indemnification or advancement of 
expenses may be entitled, pursuant to the Act, Tennessee statutory or case law, the Corporation’s 
Charter, these Bylaws, a resolution of the Board of Directors, or an agreement or arrangement 
providing for indemnification; provided, however, that no indemnification may be made to or on 
behalf of any officer, director, employee, or agent, if a judgment or other final adjudication 
establishes that such indemnification is prohibited by Section 48-58-502 of the Act or any 
successor statutory provision. 

Section 5. Statutory Immunities.  Nothing contained in this Article VIII shall be 
construed to prejudice or otherwise diminish the limitations, immunities and other protections 
available to the directors and officers of the Corporation (including a director of a Hospital Board) 
pursuant to Section 48-58-601 of the Act or any successor statutory provision.
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ARTICLE IX 

CONFLICTS OF INTEREST 

The Board of Directors shall adopt and maintain a Conflict of Interest Policy applicable to all 
members of the Board, Board Committees, officers of the Corporation, and key management 
personnel.  The policy shall require the annual completion and submission of an 
acknowledgement and disclosure statement, as well as a confidentiality agreement applicable to 
all business of the Board of Directors. 
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ARTICLE I 

NAME AND PURPOSE, 

Section 1. Name.  The name of this Corporation is Newco, Inc. (hereinafter referred to 
as the “Corporation”). 

Section 2. Purposes.  It is intended that the Corporation will qualify at all times as an 
organization exempt from federal income tax under Sections 501(a) and 501(c)(3) of the Internal 
Revenue Code of 1986, including any amendments that may be made from time to time (the 
“Code”), and that it will qualify at all times as an organization to which deductible contributions 
may be made pursuant to Sections 170, 642, 2055 and 2522 of the Code. The Corporation is 
organized and will be operated exclusively for charitable, scientific, and educational purposes within 
the meaning Section 501(c)(3) of the Code, including the business of developing, owning and 
operating inpatient hospitals, clinics, physician practices, other healthcare services, and  other 
services, businesses and activities for the overall purpose of promoting health and providing quality 
health care services to a broad cross section of the community. In accomplishment of such purposes, 
the Corporation shall be organized, and at all times operated exclusively for the benefit of, to 
perform the functions of, or to carry out the purposes of the not for profit corporations of which it is 
a member, provided that such not for profit corporations (i) qualify at all times as organizations 
exempt from federal income tax under Section 501(c)(3) of the Code and (ii) are described in 
Section 509(a)(1) or 509(a)(2) of the Code. 

ARTICLE II 

MEMBERS 

The Corporation shall have no members. 

ARTICLE III 

BOARD OF DIRECTORS 

Section 1. Duties.  The business and affairs of the Corporation shall be governed 
exclusively by its Board of Directors.  The Board of Directors shall be responsible for ensuring high 
quality delivery of health care and human services to the communities served by the Corporation 
and the Corporation’s subsidiaries, with such responsibilities including, but not being limited to: 

(a) the establishment, approval and review of  policies necessary for the governance of 
the Corporation, including delegations of authority, establishment and Board approval of the 
strategic plan, the provision of quality patient care and the appropriate allocation of personnel, 
resources and assets; 

(b) the establishment, approval and review of policies and procedures, or the appropriate 
delegation of authority for such policies and procedures, for the effective delivery of healthcare 
services within the Corporation’s affiliated Hospitals and ancillary facilities including appropriate 
Medical Staff bylaws and competency standards, nursing practice standards, and regulatory 
standards for care delivery; 

(c) the  approval of the Corporation’s annual operating budget; 
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(d) the approval of long-term capital expenditure budgets which address the 
Corporation’s anticipated capital needs; 

(e) the regular review of the Corporation’s financial performance vis-a-vis its annual 
operating budgets and capital budgets, and the adjustment or modification of such budgets from time 
to time as circumstances require; 

(f) the establishment of policies sustaining performance improvement, risk management 
and quality programs with appropriate assessment of effectiveness of each program; 

(g) the regular review of the Corporation’s Corporate Compliance Plan, its 
implementation, and observance; 

(h) the oversight of fulfillment of the community benefit purpose of the Corporation; 

(i) at the end of the Integration Period, conduct a review to determine whether retaining 
the Executive Chair/President and Vice Chair/Lead Independent Director structure, or converting to 
an independent Chair and Chief Executive Officer structure, is necessary or desirable in the best 
interest of the Corporation and its mission and purpose. 

The Board of Directors may delegate certain authorities to subsidiary boards.  Any 
authorities not specifically delegated are reserved to the Board of Directors of the Corporation. 

The Board of Directors, in fulfilling its governance role, will ensure meaningful participation 
by management, clinical and physician leadership and any advisors deemed appropriate by the 
Board of Directors.  The Board of Directors shall require the implementation of such systems and 
procedures as will foster effective communication by and among the administrative and 
departmental staffs, the Medical Staffs, and the Board of Directors. 

At least one (1) time each fiscal year, the Board of Directors shall meet to assess the 
performance of the Board of Directors and the Corporation’s progress toward executing its strategic 
plan and achieving its stated goals and objectives.  Where appropriate, such review process shall 
include an assessment and adjustment of the Corporation’s long-range, strategic, and operational 
plans and policies, as well as the Corporation’s budget, fiscal position, and allocation of resources, 
in light of the Corporation’s stated business purposes and mission statement. 

(j) Composition (Integration Period).  During the Integration Period, the Corporation’s 
Board of Directors shall consist of not more than seventeen (17) voting directors, sixteen (16) of 
whom shall be appointed on the Closing Date.  Two of the voting directors shall be the Executive 
Chair/President of the Corporation and the Chief Executive Officer of the Corporation, each of 
whom who shall serve as a voting ex-officio director, subject in the case of the Chief Executive 
Officer, to the limitations in Sections 2 and 3 below.  The voting directors who are not serving ex 
officio shall be and are divided into two (2) Category J Directors, six (6) Category W Directors and 
six (6) Category M Directors.  The voting directors who are not serving ex officio shall be and are 
divided further into three classes, designated Class I, Class II and Class III.  Class I and Class II 
initially each shall consist of two (2) Category M Directors and two (2) Category W Directors.  
Class III initially shall consist of two (2) Category J Directors, two (2) Category M Directors, and 
two (2) Category W Directors.  At least two (2) Category M Directors and two (2) Category W 
Directors shall be physicians who are members of the active medical staff of at least one of the 
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Corporation’s affiliated Hospitals; provided, however, that, at all times, the majority of the Board of 
Directors shall consist of members who are deemed to be independent community directors in 
accordance with  Internal Revenue Service guidance for organizations that are exempt from federal 
income tax under Code Section 501(c)(3) and which provide hospital services or other health care 
services or serve as supporting organizations to tax exempt health care services providers; provided, 
further, in order to satisfy the requirements for an organization supervised or controlled in 
connection with organizations described in Code Section 509(a)(1) or (2), as described in Code 
Section 509(a)(3)(B)(ii), at all times all of the Corporation’s directors will also be directors of 
Mountain States Health Alliance and directors of Wellmont Health System.  In addition, the person 
serving from time to time as the President of East Tennessee State University shall serve as a non-
voting ex-officio director. 

(k) Composition (Post-Integration Period).  Except for the purposes of Section 3(b)(ii) 
below, upon the expiration of the Integration Period the division of the Board of Directors into 
Categories J, M and W shall cease, but the terms and the designation into Classes of the persons then 
serving as Directors shall not be affected thereby.  After the expiration of the Integration Period the 
Corporation’s Board of Directors shall consist of not more than seventeen (17) voting directors, one 
of whom shall be the Executive Chair/President of the Corporation who shall serve as a voting ex-
officio director. The sixteen (16) voting directors who are not serving ex officio shall be and are 
divided into three classes, designated: Class I, Class II and Class III; provided, in order to satisfy the 
requirements for an organization supervised or controlled in connection with organizations 
described in Code Section 509(a)(1) or (2), as described in Code Section 509(a)(3)(B)(ii), at all 
times all of the Corporation’s directors will also be directors of Mountain States Health Alliance and 
directors of Wellmont Health System. In addition, the person serving from time to time as the 
President of East Tennessee State University shall serve as a non-voting ex-officio director. 

(l) Qualifications.  In the selection of directors, appropriate consideration shall be given 
to an individual’s competencies, skills and perspectives and the individual’s ability to commit the 
time necessary to devote to a director’s duties.  Consideration shall also be given to the inclusion of 
a variety of business, health-related, and consumer perspectives among the various members of the 
Board of Directors, with a goal of achieving (i) a geographic and demographic diversity among the 
members and (ii) a mix of competencies, skills and perspectives as determined by the Board from 
time to time to be necessary or desirable 

(m) Orientation.  The Board shall adopt a policy ensuring appropriate orientation of new 
Board and Board Committee members. 

(n) Additional Independent Director.  During the Integration Period, the Board of 
Directors may choose to elect a person to serve as the Additional Independent Director, who may be 
in addition to the sixteen (16) persons appointed on the Closing Date.  If elected, the Additional 
Independent Director will be a Category J Director and appointed to Class III.  

Section 2. Terms. 

Generally, each director shall serve for a term of three (3) years ending on the date of the 
third annual meeting of directors following the annual meeting of directors at which such director 
was elected.  For purposes of this section, the Closing Date shall be deemed the date of the initial 
annual meeting and initial election of directors.  Notwithstanding the generally applicable terms of 
office, each director initially appointed to Class I shall serve for an initial term expiring at the 
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Corporation's second annual meeting of directors following the Closing Date; each director initially 
appointed to Class II shall serve for an initial term expiring at the Corporation's third annual meeting 
of directors following the Closing Date; and each director initially appointed to Class III (including 
the Additional Independent Director, if elected) shall serve for an initial term expiring at the 
Corporation's fourth annual meeting of directors following the Closing Date; provided, that the term 
of each director shall continue until the election and qualification of a successor and be subject to 
such director's earlier death, resignation or removal.  Ex-officio directors shall serve for a term that 
is commensurate with their term of office in the ex-officio position which creates membership on 
the Corporation’s Board of Directors, except that the Chief Executive Officer of the Corporation 
shall cease to serve as a voting ex-officio director on the second anniversary of his or her initial 
appointment. 

Elected directors may serve no more than two (2) consecutive three (3) year terms.  An 
initial appointment as a Class I, Class II, or Class III Director shall be deemed a 3-year term for the 
purpose of this consecutive term limitation. 

Section 3. Vacancies. 

(a) In General.  Except as set forth in subsection (b) of this Section 3, vacancies arising 
in positions on the Board of Directors (whether by resignation, death, expiration of term of office, 
termination, removal, increase in Board size, or other reason) shall be filled by the Board of 
Directors based upon nominations presented by the Governance/Nominating Committee.  In 
submitting its nominations, the Governance/Nominating Committee shall endeavor to propose 
nominees who possess the skill sets identified in Article III, Section 1 of these Bylaws taking into 
account the skill mix of the persons then serving on the Board of Directors. 

(b) Integration Period and Initial Vacancies. 

(i) During the Integration Period, any vacancy among the Category M Directors 
or Category W Directors shall be filled by a vote of the majority of the remaining Category M or 
Category W Directors, as the case may be.  During the Integration Period, any vacancy among the 
Category J Directors, including the Additional Independent Director, if nominated by the 
Governance/Nominating Committee, shall be filled by a person approved by the vote of a majority 
of each of the Category M Directors and the Category W Directors, voting as two classes. 

(ii) Notwithstanding Section 1(k) above, after the Integration Period, and until the 
fourth anniversary of the closing of the affiliation transaction between Wellmont Health System and 
Mountain States Health Alliance, any vacancy among the Category M Directors or Category W 
Directors shall be filled by a vote of the majority of the Board of Directors upon the nomination of a 
replacement by the remaining Category M or Category W Directors, as the case may be, and shall 
consider the appropriate competencies determined to be desirable by the Board of Directors. 

(iii) The Category W Directors shall appoint, by majority vote, a person to serve 
as a Class I, Category W Director to replace the Chief Executive Officer of the Corporation when he 
or she shall cease to serve as a voting ex-officio director as provided in Section 2 above. 

(iv) In the event of a separation between the Corporation and the Executive 
Chair/President during the Integration Period: 
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A. The Category M Directors shall nominate one Director to serve as the 
Acting Chair of the Board of Directors, which nominee shall be subject to 
election by a majority vote of the Board of Directors.  The Acting Chair shall 
assume the powers and responsibilities of the Executive Chair/President as  
Chair of the Board of Directors and will not have operating responsibilities. 

B. The Chief Executive Officer shall immediately become a non-voting 
ex-officio director. 

C. The Board may choose to appoint an interim President to assume the 
management responsibilities of the Executive Chair/President.  The Board 
shall follow industry best practices in developing a process for selection of a 
permanent replacement for the Executive Chair/President. 

D. The Board shall conduct a review to determine whether retaining the 
Executive Chair/President and Vice Chair/Lead Independent Director 
structure, or converting to an independent Chair and Chief Executive Officer 
structure, is necessary or desirable in the best interest of the Corporation and 
its mission and purpose. 

Section 4. Removal.  Voting and non-voting directors may be removed by a majority 
vote (as described below in Section 5) of the Board of Directors only for cause.  For purposes of 
these Bylaws, “for cause” shall mean: (i) failure to satisfy the attendance requirements for directors 
set forth below in Section 7; (ii) continuous disruptive behavior as determined by the Board of 
Directors in its reasonable judgment; (iii) conviction of a felony or a crime of moral turpitude; (iv) 
incapacity, inability, or unwillingness to perform the duties and responsibilities of a director, as 
determined by the Board of Directors in its reasonable discretion; (v) engagement by a director in an 
activity, arrangement, or transaction which would result in a material conflict with his or her 
position as a director of the Corporation or the Corporation’s interests or purposes, as determined by 
the Board of Directors in its reasonable discretion; (vi) a breach of the duty of confidentiality as 
such duty is set forth below in Section 9, or as such duty may otherwise be provided for or defined 
from time to time in the Corporation’s internal policies or by action of the Board of Directors, or 
(vii) such other activity, event, or reason determined to constitute cause by the Board of Directors in 
its reasonable discretion. 

Section 5. Actions of the Board. 

(a) Majority and Super-Majority Votes.  Except as otherwise set forth below, actions of 
the Board of Directors shall require the affirmative vote of a majority of the voting directors at a 
meeting at which a quorum is present.  For purposes of these Bylaws, a quorum of the Board of 
Directors shall be a majority of the voting directors.  Notwithstanding the foregoing, until the second 
anniversary of the closing of the affiliation transaction between Wellmont Health System and 
Mountain States Health Alliance, the following actions may be taken by the Board of Directors only 
upon the affirmative vote of a majority of the directors then in office, which must include a majority 
of the Category M Directors and a majority of the Category W Directors, each voting as a class 
(referred to herein as a “super-majority vote”): 
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(i) Amendments to the Charter or Bylaws of the Corporation, including   
amendments to the duties of the Executive Chair/President or the Vice Chair/Lead Independent 
Director as set forth in these Bylaws. 

(ii) Sale or closure of any of the Hospitals; 

(iii) Adoption of a plan of dissolution for the Corporation; 

(iv) Sale or other transfer of all or substantially all of the Corporation’s assets; 

(v) Entering into a plan of merger or consolidation of the Corporation with or into 
an unrelated entity; 

(vi) Incurrence of any indebtedness, guarantees, or capital lease obligations 
exceeding $100 million in the aggregate during any fiscal year, other than trade payables and other 
short-term liabilities in the ordinary course of business; 

(vii) Discontinuation of major service lines where any such discontinuation would 
render the service unavailable in that community. 

(viii) Any decision to file a petition requesting or consenting to an order for relief 
under the federal bankruptcy laws, or other actions with respect to the Corporation or any member 
of its obligated group as a result of insolvency or the inability to pay debts generally as such debts 
become due. 

Section 6. Meetings.  The Board of Directors shall hold an annual meeting in the month 
of June of each year.  The Board shall hold regular meetings on not less than a quarterly basis.  
Special meetings shall be held as called by the Executive Chair/President or the Vice Chair/Lead 
Independent Director, or as requested by any three (3) directors in writing to the Secretary of the 
Corporation.  Any actions of the Board of Directors to be taken at a meeting may be taken without a 
meeting if all voting directors consent in writing (which shall include electronic mail) to taking such 
action without a meeting.  Directors may participate in any meeting of the Board of Directors by 
means of a conference telephone or similar communications equipment through which all persons 
participating in the meeting can hear each other.  Participation by such means shall constitute 
presence in person at such meeting. 

Section 7. Attendance Requirements.  Each voting director shall be required to attend 
at least seventy-five percent (75%) of all scheduled meetings during any fiscal year (annual, regular, 
or special), unless otherwise excused by the Executive Committee.  Failure to attend seventy-five 
percent (75%) of all scheduled meetings or failure to attend three (3) consecutive meetings shall 
constitute cause for removal as a voting director. 

Section 8. Resignation.  A director may resign at any time by delivering written notice 
of resignation to the Corporation’s Secretary.  Resignation is effective when notice is delivered 
unless the notice specifies a later effective date, in which case such date shall be the effective date. 

Section 9. Confidentiality and Fiduciary Duty of Loyalty, Care and Obedience..  
Each director shall maintain the strict confidentiality of all information discussed or received in 
connection with any meeting of the Board of Directors and any committee meeting, whether such 

MSHA0292



 

7 
 
 

information is oral, written or preserved in any other form.  Unless otherwise expressly authorized 
by Board action or by the Executive Chair/President, or unless disclosure is otherwise made by the 
Corporation through authorized action such as approved press releases or public statements, no 
director shall disclose, discuss or otherwise disseminate any information relating to the actions, 
deliberations and decisions of the Board of Directors and any committee of the Board of Directors.  
In any situation where comment or discussion is permitted, such comment or discussion shall extend 
only so far as is consistent with the degree of authorization.  Further, no director shall use any 
information gained through or in connection with his or her capacity as a director in any manner 
which might create, directly or indirectly, any form of personal benefit unless such usage is 
consistent with and done in compliance with the Corporation’s policies regarding Conflicts of 
Interest.  Each Director shall, at all times, exercise loyalty, care and obedience to the fiduciary 
responsibilities entrusted to the Director on behalf of the Corporation.  Each director shall execute 
an annual written acknowledgement of his or her duties of confidentiality, loyalty, care and 
obedience and such acknowledgements shall be kept in the official records of the Corporation. 

ARTICLE IV 

OFFICERS OF THE CORPORATION 

Section 1. Officers.  The officers of the Corporation shall consist of an Executive 
Chair/President, a Vice Chair/Lead Independent Director,  a Chief Executive Officer (the “CEO”),  a 
Secretary, a Treasurer, and such officers as the Board of Directors shall elect or appoint.  The offices 
of Executive Chair/President, Vice Chair/Lead Independent Director, Secretary, and Treasurer shall 
be held by directors (collectively, the “Board Officers”). 

Section 2. Terms of Office.  Except for the Executive Chair/President and the CEO, 
who shall each hold their offices for so long as their employment by the Corporation to serve in 
those positions continues, the Board Officers shall serve two (2) year terms.  A Board Officer may 
serve no more than two (2) consecutive two (2) year terms in the same office. Nothing contained in 
these Bylaws shall be construed to constitute a contract of employment.  Other than the limitations 
applicable to Board Officers, there shall be no limit as to the number of consecutive terms corporate 
officers may serve.  Each Board officer shall hold office until his or her successor is duly elected 
and qualified. 

Section 3. Election, Removal and Vacancies. 

(a) Except as provided below, all officers of the Corporation shall be elected by, and 
shall serve at the pleasure of, the Board of Directors.  Nominations for Board Officer positions shall 
be submitted by the Governance/Nominating Committee.  Nominees for Board Officer positions 
shall be Directors.  Removal of any officer shall be without prejudice to the contract rights, if any, of 
the officer; provided, however, that election of an officer itself shall not create any contractual 
rights. 

(b) During the Integration Period, the successor to the person serving as the initial Vice 
Chair/Lead Independent Director shall be nominated by a majority vote of the Category W 
Directors, and elected by the non-management members of the Board of Directors.  The individuals 
elected to serve as Treasurer and Secretary during the Integration Period shall be elected as follows: 
one from among the Category W members and one from the Category M members. 
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Section 4. Resignation.  An officer may resign at any time by delivering written notice 
of resignation to the Corporation’s Secretary.  Resignation is effective when the notice is delivered 
unless the notice specifies a later effective date, in which case such date shall be the effective date. 

ARTICLE V 

POWERS AND DUTIES OF THE OFFICERS. 

Section 1. Executive Chair/President.  The Executive Chair/President shall have the 
powers usually vested in the office of Chair of a Board of Directors, the powers usually vested in the 
office of President of a Corporation, and as the most senior officer of the Corporation, shall have the 
powers and duties set forth in the written employment agreement entered into by the Corporation 
with the Executive Chair/President and any amendments thereto.  He or she shall preside at all 
meetings of the Board of Directors, unless he or she is unable to attend.  He or she shall see that all 
orders and resolutions of the Board of Directors are carried into effect.  He or she shall perform all 
other duties required of him or her by the laws of the State of Tennessee.  The Board of Directors 
shall periodically evaluate the performance of the Executive Chair/President in the context of the 
Corporation’s progress toward and attainment of the Corporation’s strategic and business goals and 
objectives as established from time to time by the Board. The Executive Committee, or another 
committee specifically appointed by the Board, shall conduct such performance reviews. The 
Executive Chair/President shall, at least annually, evaluate the performance of the CEO and the 
other officers reporting to him or her. 

Section 2. Vice Chair/Lead Independent Director.  In the absence or disability of the 
Executive Chair/President, the Vice Chair/Lead Independent Director shall exercise only those 
powers and shall perform only the duties of the Executive Chair/President with respect to the 
Executive Chair/President’s role as the Chair of the Board of Directors, and not any of the powers 
and duties of the Executive Chair/President as the President and most senior officer the Corporation. 
Additionally, he or she shall have the duties set forth in Exhibit A attached hereto. 

Section 3. Chief Executive Officer.  The Chief Executive Officer (the “CEO”) shall be 
appointed by Executive Chair/President.  Any employment agreement with respect to the CEO shall 
be ratified by a majority vote of the Board of Directors. The Chief Executive Officer will report to 
the Executive Chair/President and shall have the powers and duties set forth in the written 
employment agreement entered into by the Corporation with the Chief Executive Officer and any 
amendments thereto.  The CEO shall, at least annually, evaluate the performance of the officers 
reporting to him or her. 

Section 4. Vice Presidents.  To the extent any Vice President is to act as an officer of 
the Corporation, the Board of Directors shall confirm such responsibilities as an officer of the 
Corporation through resolution or other form of approval.  Each such Vice President shall be 
responsible for executing and carrying out such duties, instructions, objectives and orders as may be 
established by the Executive Chair/President or CEO from time to time. 

Section 5. Secretary.  The Secretary shall cause to be kept the minutes of all meetings 
of the Board of Directors and of the Executive Committee.  He or she shall cause to be given all 
notices provided for in these Bylaws.  He or she shall have custody of the seal of the Corporation 
and shall affix the same, attested by his or her signature, to all instruments required to be under the 
seal of the Corporation.  He or she shall have the duties, power and responsibilities of the secretary 
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of a Corporation under the laws of the State of Tennessee and shall perform such other duties as may 
be prescribed by the Board of Directors. 

Section 6. Treasurer.  The Treasurer shall be the official custodian of all funds and 
securities of the Corporation, and shall deposit, or cause to be deposited, same in such banks or other 
depositories as the Board of Directors may designate or approve.  He or she shall have the duties, 
power and responsibilities of the treasurer of a Corporation under the laws of the State of Tennessee 
and shall perform such other duties as may be prescribed by the Board of Directors. 

ARTICLE VI 

SIGNATURE AND ENDORSEMENTS OF NOTES, CHECKS, ETC. 

Section 1. Signatures.  All notes, checks, bonds, and other promises to pay money shall 
be signed by an officer or other individual authorized by the Board of Directors. 

Section 2. Endorsements and Sales of Securities.  Checks, drafts, notes, and other 
negotiable instruments payable to the Corporation or to its order shall be endorsed for collection or 
deposit by an officer or other individual authorized by the Board of Directors.  Stocks, bonds, or 
other securities owned by the Corporation may be sold or transferred upon signature of an officer or 
other individual authorized by the Board of Directors. 

ARTICLE VII 

COMMITTEES 

Section 1. Designation.  The Board of Directors may, from time to time, establish such 
standing and special committees as it deems advisable and in the best interests of the Corporation.  
All committee actions are advisory to the Board of Directors, unless the Board of Directors, through 
resolution, has delegated any authority to a committee it deems advisable; provided, however, that 
no committee may: 

(a) Take any action required by Article III, Section 6, to be taken by a super-majority 
vote of the Board of Directors; 

(b) Authorize distributions; or 

(c) Elect, appoint, or remove directors or fill vacancies on the Board of Directors or any 
committee thereof. 

Section 2. Committee Members.  Other than members of the Executive Committee, 
whose members shall be members of the Board of Directors, Board committees may be composed of 
non-directors.  Members of a committee may be designated as voting or non-voting ex-officio 
members.  The Executive Chair/President shall recommend committee members, and presiding 
officers/chairs, for standing committees annually for consideration by the Governance/Nominating 
Committee.  The Governance/Nominating Committee shall consider the recommendations of the 
Executive Chair/President, and make nominations to the Board of Directors, which shall, by 
majority vote, elect the committee membership.  Each committee member shall serve for a one (1) 
year term, or on such other basis and for such other terms as set forth by the Board of Directors.  
The Board of Directors may remove any committee member with or without cause.  Vacancies on a 
committee, due to death, resignation, expiration of term, or removal shall be filled by the Board of 
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Directors in the manner prescribed in this section.  Committee members shall serve until their 
successors are duly elected and qualified.  For the initial committee appointments, the 
Governance/Nominating Committee shall ensure equal numbers of individuals from existing 
committees of the Boards of Directors of Wellmont Health Systems and Mountain States Health 
Alliance.  For purposes of this section, initial committee appointments shall mean only the first 
appointment of the individual selected to serve upon the Closing Date and shall not apply to any 
vacancies thereafter. 

Section 3. Voting and Quorum Requirements.  Except as otherwise limited by the 
Board of Directors, all actions of a committee shall require the affirmative vote of a majority of the 
voting members of the committee at a meeting at which a quorum is present.  A majority of the 
voting members shall constitute a quorum.  Any actions of a committee to be taken at a meeting may 
be taken without a meeting if all voting members of the committee consent in writing, to include 
electronic mail, to taking such action without a meeting.  Members may participate in any meeting 
of the Committee by means of a conference telephone or similar communications equipment 
through which all persons participating in the meeting can hear each other.  Participation by such 
means shall constitute presence in person at such meeting.  Each Committee shall hold such 
meetings as it deems appropriate, or as directed by the Board.  Each Committee member shall be 
required to attend seventy-five percent (75%) of all scheduled meetings (regular or special) during 
any fiscal year, unless otherwise excused by the chair of the Committee.  Failure to attend seventy-
five percent (75%) of all scheduled meetings or three (3) consecutive scheduled meetings shall 
constitute cause for removal as a member of such Committee. 

Section 4. Standing Committees.  The Corporation’s Board of Directors shall have the 
following standing committees: Executive; Audit and Compliance; Finance; Quality, Service  and 
Safety, Executive Compensation, Community Benefit, Workforce and Governance/Nominating.  
The Board of Directors may establish such other committees as it deems necessary or appropriate 
from time to time.  Committee Chairs shall be members of the Board of Directors. The Executive 
Chair/President and CEO may not serve as Chair of standing committees, except that as provided in 
subsection (a)(i) below the Executive Chair/President shall serve as the presiding officer of the 
Executive Committee.  Non-voting ex-officio members may serve as Committee Chairs upon the 
conclusion of the Integration Period.  Each standing committee and any committee created by the 
Board of Directors shall establish and maintain a charter describing its duties in detail, shall 
regularly review and propose revisions to its charter in light of industry best practices, and shall 
present such charter and any proposed revisions for review and approval by the Board of Directors. 

(a) Executive Committee. 

(i) Composition.  The Executive Committee shall be comprised of both voting 
and non- voting members.  The voting members shall be the Executive Chair/President, the Vice 
Chair/Lead Independent Director, the Treasurer, and the Secretary of the Corporation,  and two at-
large members.  The CEO of the Corporation shall be a non-voting ex-officio member of the 
Executive Committee.  The Executive Chair/President shall serve as the presiding officer of the 
Executive Committee.  The initial at-large members of the Executive Committee serving during the 
Integration Period shall be one Class W Director and one Class M Director. 

(ii) Powers and Duties.  The Executive Committee shall have and exercise the 
full authority and have all the powers and duties of the Board of Directors except as otherwise 
limited by the Act, the Board of Directors, or these Bylaws.  The Executive Committee may  
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transact the business of the Corporation in urgent situations during the periods between meetings of 
the Board of Directors; provided that any action taken shall not conflict with the policies and 
expressed wishes of the Board of Directors.  Matters of major importance shall be referred to the 
entire Board of Directors unless the urgency of the situation does not permit delay.  The Executive 
Committee shall report any action taken between meetings to the Board of Directors as soon as 
practicable. 

(iii) Review of Executive Chair/President. The Executive Committee, or another 
committee as expressly determined by the Board of Directors, is charged with the responsibility of 
evaluating the Executive Chair/President.  The Executive Compensation Committee shall be charged 
with the responsibility of approving the compensation of the Executive Chair/President.  The 
Executive Committee shall provide its evaluation of the Executive Chair/President to the Executive 
Compensation Committee for its consideration, in addition to any other factors considered by the 
latter , in setting compensation of the Executive Chair/President.  The Lead Independent Director 
shall ensure a mechanism is established for input by the full Board of Directors on the evaluation of 
the Executive Chair/President, and that feedback is provided to the Executive Chair/President.  As it 
relates to his or her compensation or performance evaluation, the Executive Chair/President shall not 
participate in the evaluative deliberations of the Executive Committee or the Executive 
Compensation Committee other than to provide information, answer questions and receive feedback. 

(b) Audit and Compliance Committee.  The Audit and Compliance  Committee shall: 
(a) ensure the integrity of the Corporation’s financial reporting and audit procedures, including 
engagement of an independent public accounting firm to conduct an annual certified audit and 
examination of the Corporation’s financial reporting and controls; (b) ensure financial controls are 
adequate to protect the integrity of the Corporation’s financial assets; (c) report, as needed, to the 
Board of Directors, any issues related to financial controls and recommend any changes deemed 
necessary by the committee; (d)  monitor the Corporation’s compliance program and make any 
recommendations related to compliance risk and (e) approve the compliance policies.  The 
Corporation’s Chief Compliance Officer and Senior Audit Director shall report jointly to the 
Executive Chair/President and to the Audit and Compliance Committee, and any reports shall be 
provided to both.  The Audit Committee shall be comprised of membership that includes individuals 
with audit and public accounting experience.  The Governance/Nominating Committee shall seek to 
nominate a Chair of the Audit and Compliance Committee who is experienced in accounting and 
audit oversight, subject to the requirement that committee chairs must be  members of the Board of 
Directors.  The membership of the Audit and Compliance Committee shall be constituted by 
individuals who are independent as defined by the IRS Form 990. 

(c) Finance Committee.  The primary responsibilities of the Finance  Committee are to 
develop and recommend operating and capital budgets to the Board of Directors, and to monitor the 
ongoing financial performance of the Corporation. 

(d) Quality, Service and Safety Committee. 

(i) The Board of Directors has the ultimate responsibility for quality patient care 
and authority for maintaining a Performance Improvement and Risk Management Program.  The 
Board of Directors may delegate certain functions of this program to the Executive Chair/President, 
or to the respective community boards of each hospital (the “ Community Boards”), together with 
the authority for action under limitations described in this section.  The Quality, Service and Safety 
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Committee is charged with the responsibility of ensuring these functions are administered, and 
reporting to the Board of Directors. 

A. The Quality, Service and Safety Committee shall require the medical 
staffs and staffs of the various departments/services of the hospitals to 
implement and report on the activities and mechanisms for monitoring and 
evaluating the quality of patient care, for identifying and resolving problems 
and for identifying opportunities to improve patient care. 

B. The Board of Directors, through the Quality, Service and Safety 
Committee, the Executive Chair/President and CEO, shall fully support 
performance improvement activities and mechanisms.  The Board, through 
the Executive Chair/President, shall also provide for adequate resources and 
support systems for the performance improvement functions related to patient 
care and safety. 

C. The Quality, Service and Safety Committee shall assess the 
effectiveness of the performance improvement program on an annual basis, 
and shall re-endorse or recommend revisions to the program as necessary.  
These recommendations shall be made to the Board of Directors, which shall 
timely consider the recommendations, and either endorse or make changes to 
the program. 

(ii) The Medical Staffs of the various affiliated hospitals, through their elected 
officers, departments, committees, and individual members shall make a commitment to actively 
participate in the performance improvement program by developing indicators to be used for 
screening, evaluating and utilizing clinical judgment concerning identified problems or opportunities 
to improve care.  Findings shall be reported to the Board of Directors through the Quality, Service 
and Safety Committee.  Priority shall be given to those aspects of care which are high-volume, high-
risk or problem-prone. 

A. Department Chairmen are responsible for assuring the implementation 
of a planned and systemic process for monitoring and evaluating the quality 
and appropriateness of the care and treatment of patients served by the 
departments and the clinical performance of all individuals with clinical 
privileges in those departments.  When important problems in patient care and 
clinical performance or opportunities to improve care are identified, action 
shall be taken and the effectiveness of such action taken evaluated. 

B. The presidents of the respective medical staffs shall facilitate and 
coordinate medical staff involvement in the performance improvement 
program and shall serve as advisor to the respective Community Board on 
performance improvement matters. 

C. The respective Community Boards may delegate oversight of the 
hospital-wide performance improvement program as it pertains to the medical 
staff to the executive committee of the medical staff. 

MSHA0298



 

13 
 
 

(iii) The Executive Chair/President, through the CEO, is responsible for 
implementation of the performance improvement program as it concerns non-physician 
professionals and technical staff and patient care units.  The Executive Chair/President shall actively 
support the performance improvement program by the provision of adequate resources. 

(iv) The Executive Chair/President may delegate necessary functions to the CEO 
to ensure, system-wide, that all functions related to performance improvement, risk management and 
improvement in the clinical aspects of care are prioritized, performed, and that relevant information 
about the effectiveness of these functions is reported to the Quality, Service and Safety Committee. 

(v) At all times during the Integration Period, the Chair of the Quality, Service 
and Safety Committee shall be a physician member of the Board of the Corporation. 

(e) Executive Compensation. The Executive Compensation Committee shall be 
composed of members who are independent in accordance with  Internal Revenue Service guidance 
for organizations that are exempt from federal income tax under Code Section 501(c)(3) and which 
provide hospital services or other health care services or serve as supporting organizations to tax 
exempt health care services providers.  The Committee shall evaluate and approve compensation, 
and changes to compensation, for the Executive Chair/President.  The Committee shall consider and 
approve the compensation for the Chief Executive Officer, any executive vice president or senior 
vice president based upon the recommendation of the Executive Chair/President.  Evaluations by the 
Executive Chair/President or CEO of the performance of any executive vice president or senior vice 
president shall be made available if requested by the Executive Compensation Committee for its use 
in consideration of the recommended adjustment to compensation.  In evaluating compensation, the 
committee shall satisfy the Rebuttable Presumption of Reasonableness standards as promulgated by 
the Internal Revenue Service as amended from time to time. 

(f) Community Benefit and Population Health. The Community Benefit Committee’s 
responsibilities shall include:  (1) extending and strengthening the Corporation’s community benefit 
programs and services, (2) review community benefit strategies and performance to assure adequate 
financial and human investments are maintained, (3) monitor the community benefit reporting to 
ensure integrity of the information, (4) ensure compliance with community benefit standards 
imposed by regulatory agencies, (5) ensure public recognition of community benefit activities and 
community value through periodic reports to the community,  (6) review of population health 
initiatives, and (7) oversight of compliance by the Corporation with the terms of any Certificate of 
Public Advantage to which the Corporation is subject.  The committee shall report its findings and 
recommendations to the Board. 

(g) Governance/Nominating Committee.   

(i) The Governance/Nominating Committee shall be responsible for ensuring 
there is an effective process for filling board and committee positions, and that timely 
recommendations are made for the Board of Directors to consider.  This committee shall also 
consider, from time to time, issues of governance, including review of bylaws, rules, and 
regulations, and establishing governance goals.  The Governance/Nominating Committee shall also 
consider and recommend education and other resources for enhancement of Board performance, and 
shall lead the annual Board self-evaluation.  The Executive Chair/President shall be an ex-officio 
member of the Governance/Nominating committee.  Upon the creation of vacancies on the Board or 
on committees of the Board, the Executive Chair/President shall collaborate with the members of the 
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Board of Directors to facilitate recommendations to the Governance/Nominating Committee for 
consideration.  The Executive Chair/President shall not vote on matters relating to nominations, but 
may vote on governance matters. 

(ii) At its discretion, the Governance/Nominating Committee shall evaluate the 
advisability of adding to the Board of Directors one additional voting director, who, among other 
qualifications as determined by the Governance/Nominating Committee, shall (i) be a nationally 
recognized, independent health care expert, (ii) not residing  in the Northeast Tennessee or 
Southwest Virginia region, (iii) who provides incremental value to the  Board of Directors through 
competencies or relationships not then available to the Board of Directors, and (iv) who has not been 
previously engaged by or with Wellmont Health System or Mountain States Health Alliance nor  has 
been involved in a financial, business, investment or family relationship with the Executive 
Chairman/President or CEO of the health system (the “Additional Independent Director”).  If the 
Governance/Nominating Committee determines that the Additional Independent Director is 
advisable, it shall undertake a search process to fill that position whose nomination the 
Governance/Nominating Committee is prepared to submit to the Board of Directors. 

(h) Workforce Committee.  The Workforce Committee shall provide recommendations 
to the Board of Directors on matters relating to the workforce of the Corporation, including, but not 
limited to, matters relating to:  (1) implementation of workforce plans for recruitment and retention, 
(2) policies which support the workforce plan, (3) education and professional development of the 
clinical workforce, (4) competence of the workforce, (5) policies and practices related to a safe and 
productive workplace, (6) benefits, and (7) any opportunities related to the facilities of the 
Corporation becoming and remaining the health care workplace of choice. 

Section 5. Clinical Council.  A physician-led clinical council will be maintained,  
composed of independent, privately practicing physicians as well as physicians employed by the 
Corporation or its subsidiaries or affiliates.   The Clinical Council will include representatives of 
management, but the majority will be composed by physicians.  The Clinical Council will report to 
the Chief Medical Officer of the Corporation, or to the senior officer of the Corporation if there is no 
Chief Medical Officer.  The Chair of the Clinical Counsel will be a physician member of the active 
medical staff(s) of one or more affiliated hospitals, will serve on the Quality, Service and Safety 
Committee of the Board, and will provide ongoing reports on the activities of the Clinical Council to 
the Board through the Quality, Service and Safety Committee of the Board.  Among other duties 
assigned to it from time to time, the Clinical Council will endeavor to establish a common standard 
of care, credentialing standards, consistent multidisciplinary peer review where appropriate and 
quality performance standards.  The Clinical Council will provide input on issues related to clinical 
integration, and shall support the goals established by the Board of Directors.  The Clinical Council 
members serve at the pleasure of the Board of Directors and may be removed with or without cause. 

ARTICLE VIII 

MEMBER CORPORATION BOARDS 

Section 1. Appointment.  The Corporation is the sole member of Mountain States 
Health Alliance and Wellmont Health System (the “Subsidiary Corporations”). The Corporation’s 
Board of Directors shall also serve as the Board of Directors of each of the Subsidiary Corporations 
pursuant to the Amended and Restated Bylaws of each Subsidiary Corporation. 
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Section 2. Delegation of Authority.  Subject to limitations prescribed exclusively by the 
Board of Directors, the board of directors of each Subsidiary Corporation shall perform the 
following duties: (i) oversee the relationship of each Hospital owned by the Subsidiary Corporation 
with its physicians and other medical providers, including administration of the credentialing and  
disciplinary process applicable to such Hospital’s medical staff, (ii) assure compliance by the 
Hospitals owned by the Subsidiary Corporation with the accreditation standards promulgated by the 
Joint Commission, and (iii) govern the business and affairs of the Subsidiary Corporation, subject to 
the limitations set forth in these bylaws and the Articles of Incorporation the Subsidiary 
Corporation. The board of directors of each Subsidiary Corporation shall provide reports to the 
Board of Directors regarding actions taken pursuant to the delegation of duties specified above in a 
manner prescribed by the Board of Directors.  The board of directors of each Subsidiary Corporation 
is authorized to exercise the powers, authority and responsibilities set forth in this Section 2 pursuant 
to this delegation by the Board of Directors of the Corporation. Any powers not specifically 
delegated in this Section 2 are reserved to the Board of Directors of the Corporation. 

ARTICLE IX 

MISCELLANEOUS 

Section 1. Corporate Seal.  The Board of Directors may provide a seal for the 
Corporation in the form approved by the Board of Directors. 

Section 2. Fiscal Year.  The fiscal year of the Corporation shall begin on the first day of 
July of each year. 

ARTICLE X 

NOTICE 

Whenever under the provisions of the Act, the Charter, or these Bylaws notice is required to 
be given to any director, officer, or committee member of the Corporation, it shall not be construed 
to require personal notice, but such notice, unless required to be in writing, may be given by 
telephone or electronic mail and, if given in writing, may be given either personally or by facsimile, 
or by depositing the same in a post office or letter box in a postpaid, sealed wrapper., in either case 
addressed to such director, officer, or committee member at his or her address as the same appears in 
the records of the Corporation; and the time when the same shall be so mailed or faxed,  shall be 
deemed to be the time of the giving of such notice. 

ARTICLE XI 

INDEMNIFICATION 

Section 1. Indemnification of Officers and Directors.  The Corporation shall 
indemnify an individual made a party to a proceeding, criminal or civil, because he or she is or was 
an officer or director (whether voting or non-voting) of the Corporation, including a director of a 
Hospital Board, against liabilities and expenses incurred in the proceeding to the fullest extent 
permitted by the Act.  The Corporation shall make advances for expenses incurred or to be incurred 
in the proceeding as provided for in the Act. 

Section 2. Indemnification of Employees and Agents.  The Corporation may 
indemnify an individual made a party to a proceeding, criminal or civil, because he or she is or was 
an employee or agent of the Corporation against liabilities and expenses incurred in the proceeding 
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to the extent determined appropriate by the Board of Directors consistent with the provisions of the 
Act.  The Corporation may make advances for expenses incurred or to be incurred in the proceeding 
to the extent determined appropriate by the Board of Directors consistent with the provisions of the 
Act. 

Section 3. Insurance.  The Corporation shall have the power to purchase and maintain 
insurance on behalf of any person who is or was a director, officer, employee, or agent of the 
Corporation (including a director of a Hospital Board), or is or was serving at the request of the 
Corporation as a director, officer, employee, or agent of another Corporation, partnership, joint 
venture, trust, or other enterprise, against any liability asserted against him or her and incurred by 
him or her in any such capacity, or arising out of his or her status as such, whether or not the 
Corporation would have the power or would be required to indemnify him or her against such 
liability under the provisions of this Article. 

Section 4. Nonexclusivity.  The rights of indemnification and advancement of expenses 
granted pursuant to this Article shall not be deemed exclusive of any other rights to which an officer, 
director, employee, or agent seeking indemnification or advancement of expenses may be entitled, 
pursuant to the Act, Tennessee statutory or case law, the Corporation’s Charter, these Bylaws, a 
resolution of the Board of Directors, or an agreement or arrangement providing for indemnification; 
provided, however, that no indemnification may be made to or on behalf of any officer, director, 
employee, or agent, if a judgment or other final adjudication establishes that such indemnification is 
prohibited by Section 48-58-502 of the Act or any successor statutory provision. 

Section 5. Statutory Immunities.  Nothing contained in this Article X shall be 
construed to prejudice or otherwise diminish the limitations, immunities and other protections 
available to the directors and officers of the Corporation (including a director of a Hospital Board) 
pursuant to Section 48-58-601 of the Act or any successor statutory provision. 

ARTICLE XII 

CONFLICTS OF INTEREST 

The Board of Directors shall adopt and maintain a Conflict of Interest Policy applicable to all 
members of the Board, Board Committees, Officers of the Corporation, and key management 
personnel.  The policy shall require the annual completion and submission of an acknowledgement 
and disclosure statement, as well as a confidentiality agreement applicable to all business of the 
Board of Directors. 

ARTICLE XIII 

VOLUNTEER AND AUXILIARY ORGANIZATIONS 

Volunteer and Auxiliary organizations may, with the approval of the Board of Directors of 
the Corporation, perform nonprofessional services within the affiliated entities which further the 
purposes and interests of the Corporation.  Such volunteer organizations, in discharging their 
functions, shall cooperate closely with management of the affiliated entity and the Board of 
Directors or its designee.  Such cooperation may include a requirement for production of reports or 
information relevant to the services and benefit being provided.  The activities of the volunteer or 
auxiliary organizations shall, if the Corporation’s Board of Directors deems proper and necessary, 
be carried out under bylaws adopted by such organizations, and such bylaws and any amendments 
thereto shall be subject to revision by, and approval of, the Board of Directors or its designee.  The 
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Board of Directors may require Board of Directors approval of appointments to the Board of any 
Volunteer or Auxiliary Organization. 

ARTICLE XIV 

AMENDMENTS 

Section 1. Periodic Review of Bylaws.  The Board of Directors shall cause these 
Bylaws to be reviewed annually to determine whether any amendments or revisions are necessary or 
desirable from a legal, regulatory or operational standpoint when considered in light of best industry 
or nonprofit organization practices.  The Governance/Nominating Committee shall conduct such 
review and make recommendations to the Board of Directors.. 

Section 2. Amendments.  Subject to Article III, Section 5 above, these Bylaws may be 
altered, amended, or repealed, and new Bylaws may be adopted, by the Board of Directors at any 
meeting, whether annual, regular, or special, by a majority vote of  the voting directors serving on 
the Board of Directors.  A full statement of the proposed amendment, or amendments, to these 
Bylaws shall be set forth in the notice of each such meeting. 

ARTICLE XV 

DEFINITIONS 

For purposes of these Bylaws, the following terms shall have the following meanings: 

“Category J Directors” means those directors initially appointed jointly by Mountain States 
Health Alliance and Wellmont Health System pursuant to the Master Affiliation Agreement and 
Plan of Integration dated as of  February 15, 2016, by and between Wellmont Health System and 
Mountain States Health Alliance (the “Affiliation Agreement”), and their successors as appointed in 
accordance with the Bylaws of the Corporation. 

“Category M Directors” means those directors initially appointed by Mountain States Health 
Alliance pursuant to the Affiliation Agreement, and their successors as appointed in accordance with 
the Bylaws of the Corporation. 

“Category W Directors” means those directors initially appointed by Wellmont Health 
System pursuant to the Affiliation Agreement, and their successors as appointed in accordance with 
the Bylaws of the Corporation. 

“Closing Date” means of the closing date pursuant to the Affiliation Agreement. 

“Integration Period” means the period beginning on the Closing Date and ending on the 
second  anniversary  of the Closing Date. 
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Exhibit A 

Description of the Vice Chair/Lead Independent Director Position 

Charter of the Vice Chair/Lead Independent Director 
_______________________________________________________________________________ 

The Vice Chair/Lead Independent Director coordinates the activities of the other non-
management Directors, and performs such other duties and responsibilities as the Board of Directors 
may determine. 

The specific responsibilities of the Vice Chair/Lead Independent Director are as follows: 

Presides at Executive Sessions 

 Presides at all meetings of the Board at which the Executive Chair/President is not present, 
including executive sessions of the independent Directors. 

Calls Meetings of Independent Directors 

 Has the authority to call meetings of the independent Directors. 

Conducts Evaluation of Executive Chair/President 

 Ensures the Executive Committee, or another committee as determined by the Board, 
conducts an annual review of the performance of the Executive Chair/President, with such 
review being approved by the non-management members of the Board of Directors. 

 Ensures annual compensation review of the Executive Chair/President by the Executive 
Compensation Committee upon the completion of the annual performance review of the 
Executive Chair/President. 

Functions as Liaison with the Executive Chair/President 

 Serves as liaison between the independent Directors and the Executive Chair/President. 

Approves appropriate provision of information to the Board such as board meeting agendas 

and schedules 

 Approves meeting information sent to the Board relating to agendas and actions items, 
including the quality, quantity and timeliness of such information. 

 Setting the Board’s approval of the number and frequency of Board meetings, and approves 
meeting schedules to assure that there is sufficient time for discussion of all agenda items. 

Authorizes Retention of Outside Advisors and Consultants 
 Authorizes the retention of outside advisors and consultants who report directly to the Board 

of Directors on board-wide issues upon approval of the Governance Committee. 
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APPENDIX C 

9.  Description of Transaction.  Attach as Appendix C a detailed description of the 
Transaction, including a detailed explanation of what is to be acquired by the Acquirer, what is to 
be retained by the Public Benefit Hospital, and plans for the resulting funds to be received by the 
Public Benefit Hospital.  This should also include an analysis of the purchase price, based upon the 
Public Benefit Hospital’s interpretation of the letter of intent or definitive contract.  The analysis 
should begin with the Public Benefit Hospital’s balance sheet, should consider the impact of any 
fund balances and/or liabilities to be retained by the resulting foundation, and end with a resulting 
fund balance for the proposed foundation to be created.  This analysis should include reasonable 
estimates for any proposed purchase price adjustments called for in the letter of intent or definitive 
agreement.  The objective of this analysis is to enable the Office of the Attorney General and 
Reporter to understand the pricing of the Transaction and the capitalization of any resulting 
foundation. 

If the Transaction is a dissolution, include a detailed explanation of the purpose of the 
dissolution and how the Public Benefit Hospital’s assets will be distributed. 

 

Introduction and Background to Transaction  

The Transaction is the culmination of what began as an internal evaluation by Wellmont Health 
System (“Wellmont”) of its strategic and financial position, industry trends, and the organization‟s goals 
for the future of healthcare within its geographic service area.  After a thorough evaluation, Wellmont‟s 
Board of Directors and leadership team ultimately determined that Wellmont‟s future would be best 
served through a strategic alignment with another healthcare system.  

On January 9, 2014, Wellmont publicly announced that it would engage in a strategic options 
evaluation process to explore a potential partnership with another healthcare system.  Mountain States 
Health Alliance (“Mountain States”) immediately initiated an internal strategic review and retained 
Pershing Yoakley & Associates, PC to explore the potential partnership.   After carefully studying a 
potential partnership with Wellmont, Mountain States concluded that a combination with Wellmont 
would be a beneficial and responsible course of action for Mountain States and the region it serves.  The 
Mountain States Board of Directors decided that a Mountain States-Wellmont  affiliation is the model that 
would most effectively maintain local governance, provide a unique opportunity to sustain and realign 
healthcare delivery for the residents of Northeast Tennessee and Southwest Virginia into a high quality 
and cost-effective system, provide an enforceable commitment to limit pricing growth, keep hundreds of 
millions of dollars in the region, and invest those dollars in the improved health of the region while also 
preserving local jobs.  Mountain States and Wellmont share a common and unifying charitable mission to 
provide high quality affordable healthcare and healthcare-related services, to expand access to healthcare 
services, and to promote and improve the healthcare status of the communities they serve. 

 
In April 2014, Wellmont began a strategic options process to further consider alternatives to 

fulfill its long-term healthcare mission through potential alignment options. Wellmont issued requests for 
proposals from organizations interested in strategic alignment and received substantial interest and a 
number of proposals from a variety of sophisticated health systems, including Mountain States. Based on 
inquiries, the health system issued twenty-two requests for proposals and received nine proposals from 
other health systems, including Mountain States. After more than a year of merger discussions, internal 
analysis within each system, thoughtful conversations in the community and unanimous votes by both 
boards to examine the Transaction, Mountain States and Wellmont entered into a term sheet in April 2015 
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to exclusively explore the creation of a new, integrated and locally governed health system that would be 
based on the combined Mountain States and Wellmont systems (the “New Health System”). 

Following execution of the April 2015 term sheet, both parties worked in concert together and 
with their respective outside advisors and legal counsel to negotiate the Master Affiliation Agreement and 
Plan of Integration (the “Affiliation Agreement”) and related ancillaries to effect the Transaction and to 
form the New Health System.  

Following unanimous approval by the respective Mountain States and Wellmont boards, the 
Affiliation Agreement was entered into effective February 15, 2016.  In approving the Transaction, the 
respective boards each determined that the Transaction represents a unique and effective means to 
improve population health and patient outcomes, to increase access to quality healthcare and prevention 
services within their respective communities, and to improve healthcare value and address cost growth 
challenges presently affecting all healthcare providers but which are particularly acute within the 
substantially rural population served by Mountain States and Wellmont by achieving a level of 
efficiencies, opportunities for cost-savings and quality-enhancements that would not be possible without 
the Transaction. 

Description of the Parties 

The Public Benefit Hospitals 

Mountain States is a Tennessee nonprofit, public benefit corporation with headquarters in 
Johnson City, Tennessee. Mountain States currently serves a multi-state service area with thirteen 
hospitals and related healthcare facilities, with a total of 1,669 licensed beds, located in northeast 
Tennessee and southwest Virginia, including the region‟s only dedicated children‟s hospital.  Mountain 
States employs approximately 400 physicians and mid-level providers throughout the region and provides 
a wide array of acute, outpatient, and post-acute healthcare services.  In November 2016, Mountain States 
publicly announced the signing of a letter of intent to acquire Laughlin Memorial Hospital, a not-for-
profit full-service acute-care hospital located in Greeneville, Tennessee. 

Wellmont is a Tennessee nonprofit, public benefit corporation with headquarters in Kingsport, 
Tennessee.  Wellmont currently operates five acute care hospitals and one critical access hospital, with a 
total of 1,011 licensed beds, and provides healthcare services in northeast Tennessee and southwest 
Virginia through approximately 260 physicians and mid-level providers.  Wellmont hospitals offer a 
broad scope of acute, outpatient, and post-acute healthcare services.  In November 2016, Wellmont 
informed the Tennessee Department of Health that its board of directors had approved the acquisition by 
Wellmont of Takoma Regional Hospital in Greeneville, Tennessee, which is currently owned and 
operated by Adventist Health System. 

Each of Mountain States and Wellmont is sometimes referred to herein as a “Party” or, 
collectively, the “Parties.” 

The Acquirer 

Newco, Inc. (“Newco”) is a newly formed Tennessee nonprofit public benefit corporation. At the 
closing of the Transaction, Newco will become the new corporate parent of the combined Mountain 
States and Wellmont systems and its name will be changed to Ballad Health.  Newco will be governed by 
a board of directors (the “Newco Board”) and will have no members.  Until the closing of the 
Transaction, Newco will operate under interim charter and bylaws and be governed by an interim board 
of directors and officers representing both Mountain States and Wellmont.  Copies of these interim 
governance documents are provided in Appendix B.  At this time, Newco has been incorporated solely in 
order to enable Newco to request recognition as an organization exempt from Federal income taxes under 
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Section 501(c)(3) of the Internal Revenue Code and to undertake other pre-closing administrative and 
organizational activities. The Internal Revenue Service has recognized the federal tax-exempt status of 
Newco. Except for such activities, Newco will not engage in any business activities prior to closing the 
Transaction.  

Description of Transaction 

The Transaction being submitted for review does not involve a public benefit hospital disposing 
of its assets to a for-profit or nonprofit organization.  Rather, Mountain States and Wellmont, two public 
benefit hospital systems, will merge under the umbrella of Newco, a newly formed independent, public 
benefit nonprofit corporation.  Mountain States and Wellmont will each retain its existing assets for 
nonprofit use, and no assets or funds will be transferred to for-profit control.  The Parties are not 
exchanging any money as a purchase price, and, accordingly, there are no resulting funds received by 
either public benefit hospital system whose disposition must be accounted for. 

Structure of the Transaction 

The Transaction will be effected pursuant to the terms of the Affiliation Agreement.  From a 
corporate transactional perspective, the Transaction is relatively simple.  As stated above, the Parties will 
not transfer or dispose of any assets in the Transaction, and no consideration will pass between the 
Parties. Instead, pursuant to the Affiliation Agreement, at the closing of the Transaction each of Mountain 
States and Wellmont will amend its corporate charter so that Newco will become the sole corporate 
member of each of Mountain States and Wellmont.  Mountain States and Wellmont will continue to exist 
as direct subsidiaries of Newco, and each of Mountain States and Wellmont will continue to maintain 
ownership of all of its respective services, products, and service locations. 

In addition, the Newco charter and bylaws will be amended at closing as described in response to 
Question 7 in Appendix B, including to reflect the New Health System‟s post-closing name, Ballad 
Health.  At closing, a new board of directors and executive management team will be established as 
further described below, and the boards of directors of Mountain States and Wellmont will be re-
established with the identical post-closing board membership as Newco. 

The organizational documents of Mountain States‟ and Wellmont‟s Affiliates and other 
subsidiaries will be modified and amended to the extent necessary to conform the articles of organization, 
charters, bylaws and operating agreements of such affiliates and subsidiaries and to establish an initial 
equal role for Mountain States and Wellmont in governance of each of them during the Integration 
Period, which is defined in Article XV of the Amended and Restated Bylaws of Newco, Inc. as the period 
beginning on the Closing Date and ending on the second anniversary of the Closing Date, and to establish 
and maintain the direct or indirect authority of the Newco Board over the subsidiaries (to the extent such 
authority was previously vested in Mountain States or Wellmont). 

Subject to the provisions of any existing joint venture and other contractual agreements, the 
governing boards of all hospitals and other Affiliates will be appointed by, and serve at the pleasure of, 
the Newco Board.  The Newco Board will have final authority to represent Newco‟s interest in any 
hospital, joint venture, or other partnership.  

Assets to be Assigned and Retained 

Because the Transaction is being structured as a combination of two existing public benefit 
hospital organizations, all current assets and business operations of Mountain States and Wellmont will be 
combined under the ownership of Newco, and all assets of the Parties will remain for nonprofit use.  The 
Transaction will not result in any proceeds being received by either Mountain States or Wellmont or any 
of their Affiliates.  There will be no resulting fund balance, and no foundation will be created or receive 
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purchase price proceeds in connection with the Transaction.  Additionally, as described in more detail in 
the Parties‟ applications for the Certificate of Public Advantage and the Letter Authorizing the 
Cooperative Agreement, the Parties will invest all savings realized from efficiencies created by the 
merger in the communities and region that the New Health System will serve. 

There is no “purchase price” or exchange of consideration based on any valuation of either Party 
and, therefore, no purchase price adjustments.  The respective foundations of Mountain States and 
Wellmont will retain their respective funds as of the closing of the Transaction, and such funds will be 
used consistent with the intent of the original donors of such funds.  More information regarding the 
Mountain States Foundation is provided in the responses to Questions 24 and 25. 

In general, the Transaction will not affect the outstanding indebtedness of either Mountain States 
or Wellmont.  Mountain States may be required to receive consents from certain of the financial 
institutions that hold bonds issued by conduit governmental bond issuers at Mountain States‟ 
request.  The Affiliation Agreement provides that it is a condition to each Party‟s obligation to close the 
Transaction that the holders of such bonds waive any and all events of default resulting from or arising 
out of the Transaction.  Upon closing of the Transaction, subject to the approval of the Newco board of 
directors, it is expected that Newco shall guarantee such tax exempt and taxable bond indebtedness of 
Mountain States and Wellmont as is necessary to result in an increase in the credit rating assigned by the 
three principal credit rating agencies to the aggregate outstanding bond indebtedness of all entities within 
the integrated healthcare system overseen by Newco.  One of the tasks of the Integration Council is to 
evaluate the debt of each of the Parties and identify opportunities for cost savings with respect to the 
combined companies‟ borrowings. 

State Regulatory Approvals 

Closing of the Transaction is contingent on the approval of the State of Tennessee and the 
Commonwealth of Virginia, since Mountain States and Wellmont have traditionally been the only 
competitors for inpatient hospital services in their region and the Transaction could implicate federal 
antitrust laws,  

The United States Supreme Court has determined that immunity from federal antitrust law 
(known as State action immunity) is available to non-State actors when: (1) such non-State actors carry on 
their activity pursuant to a clearly articulated policy of the involved State(s) to displace competition with 
State regulation of the activity to be carried on by non-State actors; and (2) such regulation displacing 
competition is actively supervised by the involved State(s). Both the State of Tennessee and the 
Commonwealth of Virginia have set out by statute a clear policy permitting, in certain circumstances, the 
displacement of competition with regulation by the State in the merger of hospital and other healthcare 
organizations, and both the State of Tennessee and the Commonwealth of Virginia have articulated by 
statute their intents to actively oversee and supervise any such merger they approve.  

Mountain States and Wellmont have sought approval of their merger, pursuant to the statutory 
schemes of the State of Tennessee and the Commonwealth of Virginia, which would permit the 
displacement of competition that otherwise exists between Mountain States and Wellmont with regulation 
by both the State of Tennessee and the Commonwealth of Virginia. It is further the Parties‟ intent to 
submit the regulation of their merger to the active and continuing oversight of both the State of Tennessee 
and the Commonwealth of Virginia, in order to secure State action immunity from federal antitrust laws 
to the fullest extent permitted and required.  

Accordingly, consummation of the Transaction is contingent on the granting of a Certificate of 
Public Advantage by the State of Tennessee and a Letter Authorizing Cooperative Agreement by the 
Commonwealth of Virginia, the applications for both of which were filed on February 16, 2016. A copy 
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of these applications is available for the review of the Office of the Tennessee Attorney General and 
Reporter and, accordingly, with permission from this Office, the applications have not been reproduced 
with this filing. 

Post-Closing Governance 

Board of Directors 

Newco will be governed by a Board of Directors composed of members who will be appointed at 
the closing of the Transaction by Mountain States and Wellmont.  Newco will manage and oversee all of 
the assets, ownership interests, subsidiaries, and controlled affiliated businesses currently owned or 
operated, in whole or in part, directly or indirectly, by the respective Parties immediately prior to the 
closing of the Transaction.  

The Parties appointed Barbara Allen and Gary Peacock (current Mountain States directors), and 
Roger Leonard and Roger Mowen (current Wellmont directors) to serve as the Newco Board until the 
closing of the Transaction (the “Interim Directors”).  As provided in the Affiliation Agreement, the 
Interim Directors appointed Alan Levine (currently the Chief Executive Officer of Mountain States) to 
serve as President of Newco and Alice Pope (then the Chief Financial Officer of Wellmont) to serve as 
the Secretary and Treasurer of Newco (the “Interim Officers”), in each case until the closing of the 
Transaction.  Ms. Pope subsequently left to take a position in Arizona, and the Interim Directors 
appointed Bart Hove (currently the Chief Executive Officer of Wellmont) to serve as the Secretary and 
Treasurer of Newco.  The Interim Officers will only take actions necessary to the completion of the 
Transaction and organization of Newco.  At the closing of the Transaction the Interim Directors and the 
Interim Officers of Newco will submit their resignations. 

Following the closing of the Transaction, Newco will be governed exclusively by the Newco 
Board, which will be a fiduciary board responsible for the delivery of quality care in consideration of the 
needs of the communities served by the system. 

The Newco Board will be comprised of fourteen voting members, as well as two ex-officio voting 
members and one ex-officio non-voting member. Pursuant to the Affiliation Agreement, prior to the 
closing of the Transaction the Parties will each designate six members to serve on the initial post-closing 
Newco Board.  Mountain States and Wellmont will jointly select two members of the initial post-closing 
Newco Board who will not be incumbent members of either Party‟s board of directors. The two ex-officio 
voting members will be the New Health System‟s Executive Chairman/President and the New Health 
System‟s Chief Executive Officer. The New Health System‟s Chief Executive Officer will serve for a 
period of two years from the closing, after which time he or she will rotate off the Newco Board and a 
new director will be nominated by the Wellmont-appointed members of the Newco Board and appointed 
upon an affirmative vote by a majority of the Newco Board, in accordance with Article III, Section 
3(b)(ii) of the Amended and Restated Bylaws of Newco. The ex-officio non-voting member will be the 
then-current President of East Tennessee State University.  

Executive Officers and Other Employees 

The New Health System will be managed by an executive team, appointed by the Newco Board, 
and comprised of representatives from each organization serving in the following roles, as listed on 
Exhibit D-1 to the Affiliation Agreement: Executive Chairman/President Alan Levine, CEO Bart Hove, 
and Chief Operating Officer Marvin Eichorn (currently Mountain State‟s Chief Operating Officer). The 
Affiliation Agreement also named Alice Pope (then Wellmont‟s Chief Financial Officer) as the Chief 
Financial Officer of the New Health System. Ms. Pope subsequently left to take a position in Arizona in 
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May 2016. Therefore, the Parties intend to identify a new Chief Financial Officer prior to closing the 
Transaction. Other senior management positions will be determined at a later date. 

After the closing, all active employees of the Parties will continue their employment at-will upon 
substantially similar terms and conditions with respect to the base salaries and wages, job duties, titles, 
and responsibilities that are provided to such employees immediately prior to closing, except that certain 
positions that are identified as synergies may be eliminated. 

Standing Committees 

The Newco Board will have a number of standing committees, including, but not limited to, the 
following committees:  

Standing Committee: Description: 

Executive Committee 

 

The Executive Committee shall have the full authority of the 
Board of Directors, except as otherwise limited by law, the Board 
of Directors or the Bylaws.  The Executive Committee may 
transact business of Newco in urgent situations during the periods 
between meetings of the full Board of Directors, provided that no 
action taken shall conflict with the wishes of the Board of 
Directors.  Matters of major importance shall be referred to the 
entire Board of Directors unless the urgency of the situation does 
not permit delay.  The Executive Committee shall report any 
action taken between meetings to the Board of Directors as soon 
as practicable. 

The Executive Committee is also responsible for evaluating and 
reviewing the compensation of the Executive Chair/President. 

The Executive Committee will be comprised of Directors only, 
with six voting members and one non-voting member.  The 
Executive Chair/President, Vice Chair/Lead Independent 
Director, Treasurer, and Secretary and two at-large members will 
be voting members.  The CEO of the Corporation shall be a non-
voting ex-officio member.  The at-large members shall initially 
be one Wellmont-appointed director and one Mountain States–
appointed director. 

Audit and Compliance 
Committee 

The Audit and Compliance Committee is responsible for integrity 
of financial reporting and audit procedures, financial controls, 
monitoring compliance program, and compliance policies. 

The membership of the Audit and Compliance Committee shall 
include individuals with audit and public accounting experience, 
and may include persons who are not members of the Board of 
Directors. 

Finance Committee The Finance Committee shall develop and recommend operating 
and capital budgets to the Board of Directors and monitor the 
ongoing financial performance of Newco.   
 
The Finance Committee may include persons who are not 
members of the Board of Directors. 
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Quality, Service, and 
Safety Committee 

 

The Quality, Service, and Safety Committee is charged with the 
responsibility of ensuring that the responsibility for patient care, 
performance improvement, and other functions delegated to local 
hospital community boards are administered and reported to the 
Board of Directors, which has ultimate responsibility for such 
oversight.  The Quality, Service, and Safety Committee shall 
have responsibility for supporting and assessing the effectiveness 
of performance improvement programs. 

During the integration period, the Chair of the Quality, Service, 
and Safety Committee shall be a physician member of the Board 
of Directors.  The Quality, Service, and Safety Committee may 
include persons who are not members of the Board of Directors.  

Executive Compensation 
Committee 

The Executive Compensation Committee shall evaluate and 
approve compensation and changes to compensation for the 
Executive Chair/President and shall consider and approve the 
compensation for the Chief Executive Officer and any Executive 
or Senior Vice President based upon the recommendation of the 
Executive Chair/President. 

The Executive Compensation Committee shall be composed of 
members who are independent in accordance with IRS guidance 
for organizations that are exempt from federal income tax under 
Code Section 501(c)(3) and that provide hospital services or other 
healthcare services or serve as supporting organizations to tax 
exempt healthcare services providers.  The Executive 
Compensation Committee may include persons who are not 
members of the Board of Directors. 

Community Benefit and 
Population Health 
Committee 

The Community Benefit and Population Health Committee shall 
be responsible for the performance and funding of Newco‟s 
community benefit programs and services, monitoring 
community benefit reporting to ensure integrity of the 
information, ensuring compliance with community benefit 
standards imposed by regulatory agencies, ensuring public 
recognition of community benefits activities and community 
value through periodic reports to the community, reviewing 
population health initiatives, and oversight of Newco‟s 
compliance with the terms of any Certificate of Public Advantage 
to which Newco is subject. 

The Community Benefit and Population Health Committee may 
include persons who are not members of the Board of Directors. 

Governance/Nominating 
Committee 

 

The Governance/Nominating Committee shall be responsible for 
ensuring an effective process for filling board and committee 
positions and shall also be responsible for general issues of 
governance, including review of bylaws, rules and regulations, 
and governance goals. It shall also be responsible for board 
education initiatives and self-evaluations. 
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 The Governance/Nominating Committee may include persons 
who are not members of the Board of Directors. The Executive 
Chair/President shall be an ex-officio member of the 
Governance/Nominating committee who will not vote on 
nominations, but may vote on other governance matters. 

Workforce Committee  The Workforce Committee shall provide recommendations to the 
Board of Directors on matters relating to the workforce of the 
Corporation, including, but not limited to, recruitment and 
retention, workforce policies, education and professional 
development of the clinical workforce, competence of the 
workforce, workplace safety, employee benefits, and any 
opportunities related to the facilities of the Corporation becoming 
and remaining the healthcare workplace of choice. 

The Workforce Committee may include persons who are not 
members of the Board of Directors. 

 

By closing, the Parties will mutually determine the individuals to serve as the initial members of 
each of these committees, and the Newco Board will appoint these individuals to committee membership.   

Management Procedures 

Newco will govern and oversee the operations of the previously separate Mountain States and 
Wellmont health systems. Subject to the provisions of any existing joint venture and other contractual 
agreements, the business and affairs of the New Health System will be governed exclusively by the 
Newco Board. The Newco Board will be responsible for ensuring the high quality delivery of healthcare 
and human services to the communities served by the New Health System and its Affiliates and other 
subsidiaries, with such responsibilities including, but not being limited to: 

 Establishment, approval, and review of policies necessary for the governance of the New 
Health System, including delegations of authority; establishment and approval of the strategic 
plan; provision of quality patient care; and appropriate allocation of personnel, resources and 
assets; 

 Establishment, approval, and review of policies and procedures, or the appropriate delegation 
of authority for such policies and procedures, for the effective delivery of healthcare services 
within the New Health System‟s affiliated hospitals and ancillary facilities, including 
appropriate medical staff bylaws and competency standards, nursing practice standards, and 
regulatory standards for care delivery; 

 Approval of the New Health System annual operating budget; 
 Approval of long-term capital expenditure budgets addressing the New Health System‟s 

anticipated capital needs; 
 Regulatory review of the New Health System‟s financial performance vis-à-vis its annual 

operating budgets and capital budgets, and the adjustment or modification of such budgets 
from time to time as circumstances require; 

 Establishment of policies sustaining performance improvement, risk management, and quality 
programs with appropriate assessment of effectiveness of each program; 

 Regular review of the New Health System‟s Corporate Compliance Plan and its 
implementation and observance; 

 Oversight of fulfillment of the community benefit purpose of the New Health System; 
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 At the end of the Integration Period of the parties‟ integration, conducting a review to 
determine whether retaining the Executive Chair/President and Vice Chair/Lead Independent 
Director structure, or converting to an independent Chair and Chief Executive Officer 
structure, is necessary or desirable in the best interest of the New Health System and its 
collective mission and purpose. 

 
Generally, actions of the Newco Board will require the affirmative vote of a majority of the voting 
directors at a meeting at which a quorum is present.  However, until the second anniversary of the closing, 
the following actions require the affirmative vote of a majority of directors then in office, including a 
majority of the directors appointed by Mountain States and a majority of the directors appointed by 
Wellmont: 
 

 Amendments to the charter or bylaws of Newco, including amendments to the duties of the 
Executive Chair/President or the Vice Chair/Lead Independent Director as set forth in the 
Amended and Restated Bylaws of Newco; 

 Sale or closure of any of the Parties‟ hospitals; 
 Adoption of a plan of dissolution for Newco; 
 Sale or transfer of all or substantially all of Newco‟s assets; 
 Entering into a plan of merger or consolidation of Newco with or into an unrelated entity; 
 Incurrence of any indebtedness, guarantees, or capital lease obligations exceeding $100 

million in the aggregate during any fiscal year, other than trade payables and other short-term 
liabilities in the ordinary course of business; 

 Discontinuation of major service lines where any such discontinuation would render the 
service unavailable in that community; or 

 Any decision to file a petition requesting or consenting to an order for relief under the federal 
bankruptcy laws, or other actions with respect to Newco or any member of its obligated 
group as a result of insolvency or the inability to pay debts generally as such debts become 
due. 

 
 

Actions at Closing 

If the State of Tennessee grants the Certificate of Public Advantage and the Commonwealth of 
Virginia grants the Letter Authorizing the Cooperative Agreement, the following actions will take place 
within five business days after all conditions to closing identified in the Affiliation Agreement have been 
satisfied: 

 Newco charter will be amended as described in response to Question 7 on Appendix B; 
 Newco bylaws will be amended and restated in the form attached to Appendix B (Exhibit C-4 

to the Master Affiliation Agreement) to change the name of the corporation and identify the 
principal place of business; 

 Initial post-closing Newco Board will be elected; 
 Newco Board officers will be elected; 
 Additional Newco officers, if any, and the New Health System initial management team will 

be elected;  
 Wellmont Board of Directors will amend the Wellmont corporate charter to make Newco its 

sole member; 
 Mountain States Board of Directors will amend the Mountain States corporate charter to 

make Newco its sole member; 
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 Newco will elect the initial post-closing Newco Board members as the post-closing Board of 
Directors of Mountain States and Wellmont; 

 Transaction will close, and the New Health System will begin operations under the name 
“Ballad Health.” 

 

Post-Closing 

To ensure continuity in the workforce, the Affiliation Agreement provides that all active 
employees of Mountain States, Wellmont, and their Affiliates and subsidiaries will continue their 
employment at-will after closing (except for some senior executive officers, who may continue under new 
employment agreements).  The terms of such employment will be substantially the same with respect to 
wages, job duties, titles, and responsibilities. However, the New Health System, post-closing, may 
identify certain positions that are redundant and may be eliminated. Additionally, all members of the 
medical staff of both Mountain States and Wellmont will maintain their privileges after closing. All 
medical staff bylaws will remain in effect after closing. All contracts with Mountain States, Wellmont, 
and their affiliates with physicians, including employment agreements, in effect as of closing will be 
performed by the New Health System in accordance with their terms. Moreover, the New Health System 
will initially maintain joint ventures, affiliations, and other outsourced contracts and relationships in 
effect as of closing. After closing, the New Health System will evaluate these arrangements in terms of 
the larger health system and determine if any changes need to be made in order to optimize the system‟s 
structure. 

More information on the Transaction‟s effect on the availability of healthcare services is provided 
in response to Question 31.  An extended discussion regarding the Transaction‟s benefits and advantages 
to the public related to population health, access to healthcare and prevention services, and health care 
operating costs is included in the application to the Tennessee Department of Health for a Certificate of 
Public Advantage, which application has previously been filed with the Tennessee Attorney General‟s 
Office. 
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APPENDIX D 

10.  Description of Negotiations of the Transaction. Attach as Appendix D a detailed 

description of all discussions and negotiations between the Public Benefit Hospital and the 

Acquirer resulting in the Transaction. This response should include a summary outline in date 

sequence of any and all meetings held with the following parties with respect to the Transaction: 

a.  With the Public Benefit Hospital's financial advisors, investment bankers or other 

Experts related to the Transaction (including, but not limited to, management, 

committees of the board of directors or meetings of the full board); 

b. With prospective purchasers, networkers, merging partners of the Public Benefit 

Hospital (or substantially all of the Public Benefit Hospital), together with a brief 

summary of the results of such meetings; 

 c. With the Acquirer; and 

d. With other parties deemed significant to the Transaction (including, but not limited to, 

outside Experts or other consultants). 

Mountain States and Wellmont have been negotiating and planning the Transaction for 
approximately two years, and those discussions have involved a significant number of people. Wellmont 
initially went through a detailed internal strategic review process that culminated with the issuance of a 
Request for Proposals and the receipt and review of a number of proposals. Wellmont subsequently 
negotiated and executed a term sheet with Mountain States and then a definitive agreement with 
Mountain States.  

 
Negotiation of Agreements 

 
On January 9, 2014, Wellmont publicly announced it would engage in a strategic options 

evaluation process to explore a potential partnership with another healthcare system.  The Mountain 
States Board of Directors immediately initiated an internal strategic review and retained Pershing 
Yoakley & Associates, PC to explore the potential partnership.  In April 2014, Mountain States entered 
into a Non-Disclosure Agreement and met with Wellmont‟s management and independent advisor.  
Wellmont also provided to Mountain States a Confidential Partnership Memorandum about Wellmont 
and a formal request for proposal letter. 

 
After carefully studying a potential partnership, the Mountain States Board of Directors 

concluded that a Mountain States-Wellmont  affiliation would be the model that would most effectively 
maintain local governance, provide a unique opportunity to sustain and realign healthcare delivery for the 
residents of Northeast Tennessee and Southwest Virginia into a high quality and cost-effective system, 
provide an enforceable commitment to limit pricing growth, keep hundreds of millions of dollars in the 
region, and invest those dollars in the improved health of the region while also preserving local 
jobs.  Mountain States and Wellmont share a common and unifying charitable mission to provide high 
quality affordable healthcare and healthcare-related services, to expand access to healthcare services, and 
to promote and improve the healthcare status of the communities they serve. 

 
Accordingly, the Mountain States board decided that a combination with Wellmont would be a 

beneficial and responsible course of action for Mountain States and the region it serves and submitted a 
response in May 2014 to Wellmont‟s Request for Proposal from potential partners.  Following an 
extensive review process by Wellmont, which included meetings between Mountain States and 
Wellmont‟s Special Strategic Options Committee and Board of Directors, Mountain States and Wellmont 
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executed on April 2, 2015, a non-binding Term Sheet, which included an agreed statement of Shared 
Vision and Guiding Principles (collectively, the “Term Sheet”), to exclusively explore the creation of a 
new, integrated, and locally governed health system.  A copy of this Term Sheet is provided in Appendix 
G and a copy of the April 2, 2015 press release is included in Appendix N. 

 
Following execution of the Term Sheet, the parties began negotiations of a formal agreement and 

on February 15, 2016, signed a Master Affiliation Agreement and Plan of Integration, a copy of which is 
provided in Appendix G. 

 
Below is a timeline description of Mountain States‟ activities related to the Transaction occurring 

during the timeframe before the Term Sheet was executed by Mountain States and Wellmont.   
 
Date Description  

1/9/2014 Wellmont publicly announces it will engage in a strategic options evaluation 
process to explore a potential partnership with another healthcare system.  A 
copy of the press release announcing this process is included in Appendix 
N.  Mountain States begins an internal process of analyzing the impact of a 
potential partnership with Wellmont.  Mountain States engages Pershing Yoakley 
& Associates, PC to explore the potential partnership.     

3/28/2014 Original draft of Non-Disclosure Agreement between Mountain States and 
Wellmont is circulated between the parties.  A copy of the original draft dated 
March 28, 2014 is included in Appendix G.  

4/2/2014 Mountain States and Wellmont enter into a Non-Disclosure Agreement.  A copy 
of the Non-Disclosure Agreement is included in Appendix G.  

4/4/2014 Formal Request for Proposals is issued by Wellmont, accompanied by a 
Confidential Partnership Memorandum, including Appendices. Copies of each of 
these are included in Appendix G.  

4/16/2014 Mountain States submits Response to Confidential Partnership Memorandum – 
Supplemental Information Request.  A copy is included in Appendix G.  

4/21/2014 Initial visit by Mountain States with Wellmont management and Kaufman Hall, 
prior to submitting RFP response.  

5/6/2014 Mountain States submits its response to the Request for Proposal from 
Wellmont.  A copy is included in Appendix G.   

5/22/2014 Kaufman Hall sends a letter inviting Mountain States to participate in Phase II of 
the Evaluation.  A copy of the letter is included in Appendix G.  

6/2-4/2014 Mountain States submits its reference letters to Wellmont.  Copies of the 
reference letters are included in Appendix G.  

6/11/2014 Wellmont announces it has narrowed its consideration to six candidates. A copy 
of this announcement is included in Appendix N.  

7/10/2014 Presentation by Mountain States to Wellmont Special Strategic Options 
Committee. The Mountain States presentation materials are included in Appendix 
G. 

7/30/2014 Wellmont announces it has narrowed its consideration to three candidates.  A 
copy of this announcement is included in Appendix N.  

11/10/2014 Wellmont announces it has narrowed its consideration to two candidates. A copy 
of this announcement is included in Appendix N.   

11/19/2014 Presentation by Mountain States to Wellmont Board.  The Mountain States 
presentation is included in Appendix G. 
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Date Description  

4/2/2015 Mountain States and Wellmont execute a non-binding Term Sheet, which 
includes a statement of Shared Vision and Guiding Principles, to exclusively 
explore the creation of a new, integrated, and locally governed health system.  A 
copy of the Term Sheet is included in Appendix G and a copy of the April 2, 
2015 press release is included in Appendix N.   

 

Affiliation Working Groups and Assistance of Consultants 

Pursuant to the Term Sheet, the parties established two working groups in the spring of 2015 in 
order to prepare for the affiliation:  the Joint Board Task Force (“JBTF”) and the Integration Council.  
Further details for both groups are set out in the Master Affiliation Agreement.  

The purpose of the JBTF is to oversee the pre-closing activities of the Integration Council, which 
the Parties established as a nonexclusive way to prepare for integration.  Master Affiliation Agreement § 
9.01.  The JBTF comprises an equal number of the Parties‟ respective existing Board members and the 
CEOs of each Party, plus two additional members chosen jointly by the Parties and the incumbent 
president of East Tennessee State University.  Id.  The members of the JBTF are: 

Current Mountain States Directors: 
 Barbara Allen 
 Bob Feathers 
 Clem Wilkes, Jr. 
 Gary Peacock 
 Dr. David May 
 Dr. David Moulton 
 Alan Levine 

 
Current Wellmont Directors: 

 Roger Leonard 
 Roger Mowen 
 Keith Wilson 
 Dr. Nelson Gwaltney (former member) 
 Dr. Doug Springer 
 Dr. David Thompson 
 Bart Hove 

 
Jointly Appointed Members 

 David Golden 
 Scott Niswonger 

 
East Tennessee State University President: 

 Brian Nolan 
 

The Integration Council, which reports to the JBTF, was formed as a non-exclusive means to prepare 
the parties for integration.  Master Affiliation Agreement § 9.02.  The Integration Council was charged 
with retaining independent consultants to undertake a comprehensive analysis of the clinical, operational, 
and financial functions of Wellmont and Mountain States to (a) identify, substantiate, and quantify the 
cost-savings and quality-enhancement opportunities achievable specifically from the Parties‟ affiliation 
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and (b) help establish a timeline and integration plan for realizing these opportunities.  Id.  The Affiliation 
Agreement requires the Integration Council to, before closing the Transaction: 

(1) Engage on a regular basis with the consultants for periodic reports on the consultants‟ 
analysis and supply information as needed to further the analysis, and prepare the Parties for 
integration to ensure a system approach that best serves the needs of the community and 
region based on objective information; and 

(2) Develop a draft New Health System policy outlining the process for consolidating services 
and facilities, which policy shall include, but not be limited to, cultural integration, timetables 
for actions, input from physicians impacted, and notices to staff and community. The draft 
policy will be subject to approval by the New Health System‟s Board of Directors. 

Id.  The members of the Integration Council are: 

Mountain States: 
 Marvin Eichorn (Co-Chair) 
 Dr. Morris Seligman 
 Lynn Krutak 
 Tony Keck 
 Dr. Sandra Brooks 
 Tim Belisle 
 

Wellmont: 
 Eric Deaton (Co-Chair) 
 Todd Dougan 

 Dr. Robert Funke 
 Dr. Dale Sargent 
 Todd Norris 
 Gary Miller 
 

Alice Pope was a Wellmont-appointed member of the Council until her departure from the company on 
April 22, 2016. 

The Integration Council is supported by seventeen Functional Teams, each of which is composed 
of four to ten individuals representing Mountain States and Wellmont.  The Functional Teams, which are 
listed and described below, are focused on planning related to post-closing implementation of key 
operational functions: 

 Clinical Council: Charged with (1) developing a strategy to reduce clinical variation and 
adopt evidence-based best practices system-wide and (2) defining the process for developing 
a consistent multi-disciplinary peer review process. 

 Efficiencies Management: Charged with developing a list of efficiencies and developing a 
process to track efficiencies, and charged with evaluating physician efficiencies and group 
purchasing organizations post-close. 

 External Affairs: Charged with establishing a new name, website, strategy for branding, and 
communication strategy, assessing the foundation model for Newco, engaging in Certificate 
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of Public Advantage negotiations, and managing policy development and development of a 
government relations strategy post-close. 

 Finance and Accounting: Charged with developing closing procedures and timelines around 
key finance areas, including a common platform through which consolidated financial 
statements will be produced, handling the organizations‟ change of control and address 
filings, and implementing a Charge Master process and strategy.  

 Governance: Charged with managing governance aspects of integration. 

 Hospital Operations: Charged with determining operational needs and developing processes 
and targets, understanding operational commitments, developing an inventory of services by 
facility, and placing and training leaders in key operational positions. 

 Human Resources: Charged with developing system-wide onboarding and orientation 
processes, developing the payroll process, recommending a strategy for governance of 
retirement plans, analyzing benefits post-close and recommending changes as needed, and 
identifying a common platform for the future of Human Resources. 

 Information Technology: Charged with conducting an inventory of major applications and 
identifying differences between Wellmont and Mountain States, developing processes for use 
of parallel systems (as needed), and conducting a security assessment and policy development 
post-close. 

 Legal: Charged with managing legal aspects of integration. 

 Managed Care: Charged with developing a form utilizing common data fields for sharing 
managed care contracts from day one and developing processes for post-closing merging of 
managed care contracts. 

 Physician Operations: Charged with developing an inventory of services and systems, 
conducting a physician needs assessment and developing a resulting strategy post-closing, 
and developing a common physician and provider employment agreement for implementation 
post-closing. 

 Post-Acute Operations: Charged with developing an inventory of services, locations and 
vendors, as well as a post-acute needs analysis, identifying needs of high-risk patients and 
potential issues and regulatory requirements, evaluating non-compete provisions for post-
acute services, and developing and implementing strategies for growth in the post-acute space 
post-close. 

 Quality: Charged with developing an inventory of vendors and a consolidation plan, 
assessing vendors for patient satisfaction and developing a strategy, evaluating and 
consolidating policies, and developing regulatory and data reporting and a quality scorecard. 

 Research and Academics: Charged with developing an inventory of training programs and 
graduate medical education slots and developing a gap analysis of current research and 
academic programs and both organizations, and charged with developing a five-year plan for 
research and training programs. 
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 Retail Operations: Charged with developing an inventory of services, locations, and vendors 
and identifying gaps of services and developing responsive strategies. 

 Strategy: Charged with developing facility service area definitions, evaluating commitments 
to determine day 1 implementation strategies, supporting the organization‟s mission, and 
managing certificates of need and grants post-close. 

 Supply Chain: Charged with developing a process for sharing all major contracts and a 
distribution model for day 1 and with evaluating group purchasing organizations and 
physician preference items post-close. 

In addition to managing the Functional Teams, the Integration Council, pursuant to its charge in the 
Affiliation Agreement, also engaged the following consultants for analysis: 

 Accord Limited: Analysis of the Parties‟ governance structures; 
 Hay Group: Cultural analysis of the Parties; and 
 Monigle Associates, Inc.: Brand analysis, including selection of new system‟s name. 

 
The Parties also commissioned FTI Consulting, Inc. (“FTI”), an independent, nationally-

recognized healthcare consulting firm, to advise the boards, the JBTF and the IC.  FTI was engaged 
specifically to identify and quantify potential economies and efficiencies and certain quality enhancement 
opportunities that could be realized by the Transaction.  A copy of the FTI Report is attached to this 
Appendix D. 

Summary Outline of Meetings 

The attached documents contain tables presenting a chronological outline and summary of 
meetings related to the negotiation and implementation of the Transaction by the Mountain States Board 
of Directors, Executive Committee and Finance Committee, the Joint Board Task Force, and the 
Integration Council.  Relevant documents related to these meetings, including minutes, agendas, reports, 
and presentations, are provided in response to Question 18/Appendix J. 

Index 

[***Following Attachments are Confidential***] 

 
[***End of Confidential Attachments***] 
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