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In the opinion of Bond Counsel, under existing law, interest on the Series D Bonds is excluded from the gross income
of the owners of the Series D Bonds for federal income tax purposes, assuming continued compliance by the Authority and
the Institution with the Internal Revenue Code of 1986, as amended.  Interest on the Series D Bonds is not an item of tax
preference for purposes of the federal alternative minimum tax imposed on individuals and corporations.  Interest on the
Series D Bonds will be taken into account, however, in determining adjusted current earnings for the purpose of computing
the alternative minimum tax imposed on corporations.  In the opinion of Bond Counsel, under existing law, interest on the
Series D Bonds and any profit on the sale thereof are exempt from Massachusetts personal income taxes and the Series D
Bonds are exempt from Massachusetts personal property taxes.  See “TAX EXEMPTION” herein.

$28,000,000
MASSACHUSETTS HEALTH AND

EDUCATIONAL FACILITIES AUTHORITY
Revenue Bonds, Milford-Whitinsville Regional Hospital Issue, Series D

Dated:  June 15, 2002 Due:  July 15, as shown below

Principal of and interest on the Series D Bonds will be paid by Citizens Bank of Massachusetts, as trustee and paying
agent (the “Trustee”).  The Series D Bonds will be issued only as fully registered bonds without coupons and, when issued,
will be registered in the name of Cede & Co., as Bondowner and nominee for The Depository Trust Company (“DTC”), New
York, New York.  DTC will act as securities depository for the Series D Bonds.  Purchases of the Series D Bonds will be made
in book-entry form.  Purchasers will not receive certificates representing their interests in the Series D Bonds purchased.
So long as Cede & Co. is the Bondowner, as nominee of DTC, references herein to the Series D Bondowners or registered
owners shall mean Cede & Co., as aforesaid, and shall not mean the Beneficial Owners of the Series D Bonds.  See “THE
SERIES D BONDS—Book-Entry-Only System” herein.  So long as DTC or its nominee, Cede & Co., is the Bondowner, such
payments will be made directly to such Bondowner, as more fully described herein.

The Series D Bonds will be issued in denominations of $5,000 or any multiple thereof and will bear interest at the rates
set forth below, payable on each January 15 and July 15, commencing January 15, 2003.

The Series D Bonds are subject to redemption prior to maturity, including optional redemption, mandatory sinking fund
redemption and special redemption in certain circumstances, as set forth in this Official Statement.

The Series D Bonds shall be special obligations of the Massachusetts Health and Educational Facilities Authority (the
“Authority”) payable solely from the Revenues, as defined herein, of the Authority, including payments to the Trustee for the
account of the Authority by Milford-Whitinsville Regional Hospital, Inc. (the “Institution”) in accordance with the provisions
of the Agreement (as defined herein).  The payments pursuant to the Agreement are general obligations of the Institution.
The Series D Bonds are also secured by the Series D Note (as defined herein) issued to the Trustee pursuant to the terms of
a Master Trust Indenture, dated as of January 13, 1998 (the “Master Indenture”) among the Institution, MWRH Corporation
and Tri-County Medical Associates, Inc. (collectively, the “Obligated Group”) and Citizens Bank of Massachusetts, as master
trustee (the “Master Trustee”), as amended and supplemented through and including the Supplemental Master Indenture
for Obligation No. 2, dated as of June 11, 2002, between the Institution, as representative of the Obligated Group, and the
Master Trustee.  To further secure its obligation under the Agreement, the Institution will grant a mortgage on its primary
hospital campus located in the Town of Milford, Massachusetts and a lien on certain of its revenues as described herein.

THE SERIES D BONDS SHALL NOT BE DEEMED TO CONSTITUTE A DEBT OR LIABILITY OF THE
COMMONWEALTH OF MASSACHUSETTS OR ANY POLITICAL SUBDIVISION THEREOF, OR A PLEDGE OF THE
FAITH AND CREDIT OF THE COMMONWEALTH OF MASSACHUSETTS OR ANY SUCH POLITICAL SUBDIVISION
THEREOF, BUT SHALL BE PAYABLE SOLELY FROM THE REVENUES PROVIDED UNDER THE AGREEMENT.
NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE COMMONWEALTH OF MASSACHUSETTS
OR ANY POLITICAL SUBDIVISION THEREOF IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF OR
INTEREST ON THE SERIES D BONDS.  THE ACT DOES NOT IN ANY WAY CREATE A SO-CALLED MORAL
OBLIGATION OF THE COMMONWEALTH OF MASSACHUSETTS TO PAY DEBT SERVICE IN THE EVENT OF
DEFAULT BY THE INSTITUTION.  THE AUTHORITY DOES NOT HAVE ANY TAXING POWER.

MATURITY SCHEDULE

$  7,185,000 6.50%  Term Bonds Due July 15, 2023 - Yield 6.23%
$20,815,000 6.35%  Term Bonds Due July 15, 2032 - Yield 6.38%

(Accrued interest from June 15, 2002 to be added)

The Series D Bonds are offered when, as and if issued and received by the Underwriter, subject to prior sale, to
withdrawal or modification of the offer without notice, and to the approval of their legality and certain other matters by Palmer
& Dodge LLP, Boston, Massachusetts, Bond Counsel to the Authority.  Certain legal matters will be passed upon for the
Obligated Group by its counsel, McDermott, Will & Emery, Boston, Massachusetts.  Certain legal matters will be passed upon
for the Underwriter by its counsel, Hawkins, Delafield & Wood, New York, New York.  It is expected that the Series D Bonds
in definitive form will be available for delivery to DTC in New York, New York or its custodial agent on or about July 10, 2002.

Merrill Lynch & Co.
June 27, 2002



IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVER-ALLOT OR
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICES OF
THE SERIES D BONDS AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE
PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANY TIME.

No dealer, broker, salesperson or other person has been authorized by the Authority, the Obligated
Group or the Underwriter to give information or to make representations with respect to the Series
D Bonds, other than those contained in this Official Statement, and if given or made, such other
information or representations must not be relied upon as having been authorized by any of the
foregoing.  This Official Statement does not constitute an offer by any person to sell or the
solicitation by any person of an offer to buy, nor shall there be any sale of the Series D Bonds by
any person in any jurisdiction in which it is unlawful for such person to make such offer,
solicitation or sale.

Certain information contained herein has been obtained from the Obligated Group, The Depository
Trust Company and other sources which are believed to be reliable, but is not guaranteed as to
accuracy or completeness, and is not to be construed as a representation of the Authority.  The
Underwriter has provided the following sentence for inclusion in this Official Statement.  The
Underwriter has reviewed the information in this Official Statement in accordance with, and as
part of, its responsibility to investors under the federal securities laws as applied to the facts and
circumstances of this transaction, but the Underwriter does not guarantee the accuracy or
completeness of such information.  The information and expressions of opinion herein are subject
to change without notice and neither the delivery of this Official Statement nor any sale made
hereunder shall, under any circumstances, create any implication that there has been no change
in the affairs of the parties referred to above since the date hereof.

Notwithstanding the foregoing paragraph, the Obligated Group has agreed to enter into a
Disclosure Agreement pursuant to which the Obligated Group will provide certain continuing
disclosure.  The purpose of the Disclosure Agreement is to assist the Underwriters in complying
with Rule 15c2-12 of the Securities and Exchange Commission.  See "CONTINUING
DISCLOSURE" herein.
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OFFICIAL STATEMENT

Relating to

$28,000,000

MASSACHUSETTS HEALTH AND EDUCATIONAL FACILITIES AUTHORITY

Revenue Bonds, Milford-Whitinsville Regional Hospital Issue, Series D

INTRODUCTION

Purpose of this Official Statement.   The purpose of this Official Statement is to set forth certain
information concerning the Massachusetts Health and Educational Facilities Authority (the “Authority”),
Milford-Whitinsville Regional Hospital,  Inc. (the “Institution”),  MWRH Corporation ("MWRH") and Tri-
County Medical Associates,  Inc. ("TCMA" and, together with the Institution and MWRH, the "Obligated
Group") and the $28,000,000 Massachusetts Health and Educational Facilities Authority Revenue Bonds,
Milford-Whitinsville Regional Hospital Issue, Series D (the “Series D Bonds”).   The Series D Bonds are
being issued under the Loan and Trust Agreement,  dated as of June 11, 2002 (the “Agreement”),  by and
among the Authority,  the Institution and Citizens Bank of Massachusetts,  as trustee (in such capacity, the
“Trustee”).   The Series D Bonds are to be issued in accordance with the provisions of Chapter 614 of the
Massachusetts Acts of 1968, as amended from time to time (the “Act”) and the Agreement.   The
information contained in this Official Statement is provided for use in connection with the initial sale of
the Series D Bonds.  The definitions of certain terms used and not otherwise defined herein are contained
in Appendix C-1—“DEFINITIONS OF CERTAIN TERMS.”

Plan of Finance.  The proceeds from the sale of the Series D Bonds (net of accrued interest on the
Series D Bonds to the date of their delivery) and certain other available moneys will be used to: (i)
construct,  furnish and equip (A) a new approximately 46,000 gross square foot,  three-story building to be
used as medical/surgical units and (B) an approximately 4,200 square foot addition of a partial new floor
on top of an existing building; (ii) demolish a two-story structure; (iii) renovate an approximately 2,500
square gross foot of existing space to be used as the existing labor,  delivery, recovery and post-partum
unit; (iv) renovate an approximately 5,000 gross square foot of existing space from a cafeteria and morgue
to a new kitchen; (v) renovate an approximately 4,200 gross square foot of existing space to change such
space from an administrative office space to operating room space and central sterile supply storage; (vi)
renovate an approximately 500 gross square foot of existing space to change such space from plant
operations department space to space for a morgue; (vii) refinance existing indebtedness; (viii) pay
capitalized interest on a portion of the Series D Bonds; (ix) fund a Debt Service Reserve Fund for the
Series D Bonds; and (x) pay certain costs and expenses incurred in connection with the issuance of the
Series D Bonds.
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A more detailed description of the use of the proceeds from the sale of the Series D Bonds and the
use of certain other moneys, including approximate amounts and purposes, is included herein under
“PLAN OF FINANCE” and “ESTIMATED SOURCES AND USES OF FUNDS.”

SECURITY FOR THE SERIES D BONDS

General

The Series D Bonds are equally and ratably secured by, and are issued pursuant to,  the Agreement.
The Agreement requires the Institution to make payments that,  together with other available moneys
therefor,  will be sufficient to pay the principal of,  premium, if any, and interest on all Bonds outstanding
under the Agreement,  when due.  As security for the Institution' s obligation to make payments under the
Agreement,  each member of the Obligated Group has pledged its Gross Receipts,  as described below,
pursuant to the Master Indenture.  As further security for the Bonds, the Institution has granted a mortgage
on its primary hospital campus, as described below.

Loan and Trust Agreement

The Authority,  the Institution and the Trustee will execute the Agreement,  which provides that to
the extent permitted by law, it is a general obligation of the Institution and that the full faith and credit of
the Institution are pledged to its performance.  With respect to the Series D Bonds,  the Agreement also
provides, among other things, that the Institution will make  payments to the Trustee equal to the principal
or sinking fund installments,  as the case may be, and interest on the Series D Bonds and certain other
payments required by the Agreement.   The Agreement will remain in full force and effect until such time
as all of the Series D Bonds and the interest thereon have been fully paid or until adequate provision for
such payments has been made.

The Agreement requires that the Institution pay to the Trustee, on or before the first day of each
month, one-sixth (1/6) of the interest coming due on the Series D Bonds on the next January 15 or July 15,
as the case may be, and one-twelfth (1/12) of the principal (including sinking fund installments) coming due
on the next July 15 for deposit in the Debt Service Fund.  Appropriate adjustments shall be made to reflect
the date of issue of the Series D Bonds, the accrued interest deposited in the Debt Service Fund, and any
purchase or redemption of the Series D Bonds.  The Trustee shall make transfers from the Debt Service
Fund in amounts and at times necessary to provide for debt service payments on the Series D Bonds.

Under the Agreement,  the Authority assigns and pledges to the Trustee in trust upon the terms of
the Agreement (i) all Revenues to be received from the Institution or derived from any security provided
under the Agreement and (ii) all rights to receive such Revenues and the proceeds of such rights.   Under
the Act,  to the extent authorized or permitted by law, the pledge of Revenues is valid and binding from
the time when such pledge is made and the Revenues and all income and receipts earned on funds held by
the Trustee for the account of the Authority shall immediately be subject to the lien of such pledge without
any physical delivery thereof or further act,  and the lien of such pledge shall be valid and binding as
against all parties having claims of any kind in tort,  contract,  or otherwise against the Authority
irrespective of whether such parties have notice thereof.

The assignment and pledge by the Authority does not include (i) the rights of the Authority
pursuant to provisions for consent,  concurrence, approval or other action by the Authority, notice to the
Authority or the filing of reports,  certificates or other documents with the Authority; or (ii) the powers of
the Authority as stated in the Agreement to enforce the provisions thereof.

The Series D Bonds are special obligations of the Authority,  equally and ratably secured by and
payable from a pledge of and lien on, to the extent provided by the Agreement,  the moneys received with
respect to the Series D Bonds by the Trustee for the account of the Authority pursuant to the Agreement,



3

whether such moneys are received as Revenues paid or caused to be paid by the Institution pursuant to the
Agreement.

The Series D Bonds shall not be deemed to constitute a debt,  liability or moral obligation of The
Commonwealth of Massachusetts (the "Commonwealth") or any political subdivision thereof,  but shall be
payable solely from the Revenues derived by the Authority under the Agreement.   The Authority does not
have taxing power.

The Agreement provides that a Debt Service Reserve Fund will be established for the Series D
Bonds.  Amounts on deposit in the Debt Service Reserve Fund are available to pay principal (including
sinking fund installments) and interest on the Series D Bonds, and to meet deficiencies in the Rebate Fund,
if any.  The Debt Service Reserve Fund will be funded with cash and securities constituting Permitted
Investments as provided in the Agreement.  

The Agreement provides that a Rebate Fund will be established to satisfy certain requirements of
the Internal Revenue Code.  If on any date the amount in the Rebate Fund is less than the amount then
required to be paid to the United States as provided in the Agreement,  the Trustee shall apply the amount
in the Debt Service Reserve Fund to the extent necessary to meet the deficiency.  If on any date the amount
in the Debt Service Fund is less than the amount then required to be transferred to the Paying Agent to pay
the principal (including sinking fund installments) and interest then due on the Series D Bonds, the Trustee,
after making all payments to the Rebate Fund required under the Agreement,  shall apply moneys in the
Debt Service Reserve Fund to the extent necessary to meet the deficiency.

If the amount in the Debt Service Reserve Fund on July 15 or January 15 of any year (less any
payment made therefrom on that day pursuant to the Agreement) exceeds the Debt Service Reserve Fund
Requirement,  the Trustee shall transfer the excess to the Debt Service Fund to be credited against payments
otherwise required to be made by the Institution.

If and to the extent that the amount in the Debt Service Reserve Fund on July 15 or January 15 of
any year is less than the Debt Service Reserve Fund Requirement,  the Institution shall on or before the next
December 15 or June 15, respectively, pay to the Trustee for deposit in the Debt Service Reserve Fund
the amount of the deficiency except to the extent that the deficiency is otherwise overcome (except by
transfer from the Redemption Fund) on or before the next December 1 or June 1,  respectively.  See
Appendix C-4—"SUMMARY OF THE AGREEMENT" under the heading "Debt Service Reserve Fund."

Series D Note and the Master Indenture

The Series D Bonds will also be secured by Obligation No. 2 (the "Series D Note") registered in
the name of the Trustee and issued under the Master Trust Indenture, dated as of January 13, 1998 (the
"Master Indenture"),  between the Obligated Group and Citizens Bank of Massachusetts,  as master trustee
(the "Master Trustee"),  as amended and supplemented through and including Supplemental Master
Indenture for Obligation No. 2,  dated as of June 11, 2002 (the "Supplemental Master Indenture"),  between
the Institution, as representative of the Obligated Group, and the Master Trustee and executed in
accordance with the Master Indenture.  The Series D Bonds will be secured on a parity with respect to the
security granted under the Master Indenture for Obligation No. 1 (the "Series C Note") issued pursuant
to the Master Indenture and Supplemental Master Indenture for Obligation No. 1,  dated as of January 13,
1998, between the Institution, as representative of the Obligated Group, and the Master Trustee, by the
Obligated Group in connection with the Authority' s $25,615,000 Revenue Bonds, Milford-Whitinsville
Regional Hospital Issue, Series C (the "Series C Bonds"),  dated January 15, 1998.  Upon the issuance of
the Series D Bonds, the Series C Note will be outstanding in the aggregate principal amount of
$23,660,000.  Under the Master Indenture, the Series D Note will have a parity interest with the Series
C Note (and all other additional Obligations Outstanding at any time under the Master Indenture) in the
Gross Receipts of each Member of the Obligated Group and in the mortgage lien granted on the Mortgaged
Property pursuant to the Mortgage and Security Agreement,  dated as of June 11, 2002, by the Institution
to the Master Trustee.  



4

The Series D Note and the Series C Note and all other Obligations Outstanding at any time under
the Master Indenture will be secured by a parity mortgage on the Mortgaged Property (defined below).
Such mortgage is granted to the Master Trustee pursuant to the Master Indenture and the Mortgage (as
defined below) and is pledged on a parity basis to secure the Series D Note, the Series C Note and all other
Obligations Outstanding at any time under the Master Indenture.   No real property other than the
Mortgaged Property is pledged to secure the Series D Note and the Series C Note.

The Series D Note is subject to the same payment and prepayment terms as the Institution' s
obligations under the Agreement.   The Series D Note and the Master Indenture pursuant to which the
Series D Note is issued provide that the Institution shall receive credit,  to the extent,  in the manner and
with the effect provided in the Supplemental Master Indenture, for payments of principal of,  premium, if
any, or interest required on the Series D Note in amounts equal to (i) amounts paid under the Agreement
for the payment of principal of,  premium, if any, or interest on the Series D Bonds and (ii) Series D Bonds
purchased and delivered to the Trustee.  The Master Indenture provides that any obligation issued
thereunder,  such as the Series D Note, is a joint and several obligation of all sources of revenue available
to each Member of the Obligated Group and a general obligation of each Member of the Obligated Group,
payable from any and all sources of revenue available to each Member of the Obligated Group.  The
provisions of the Master Indenture concerning the addition or withdrawal of a Member of the Obligated
Group are summarized in Appendix C-2—"SUMMARY OF THE MASTER TRUST INDENTURE" under
the headings, "Conditions for Membership", and "Withdrawal From the Obligated Group", respectively.

The Obligated Group consists of the Institution, MWRH Corporation and Tri-County
Medical Associates,  Inc.

The Master Indenture contains provisions permitting the issuance of additional Obligations on a
parity with the Series D Note by the Institution and future members admitted to the Obligated Group, if
any.  See "ADDITIONAL PARITY INDEBTEDNESS" and Appendix C-2—"SUMMARY OF THE
MASTER TRUST INDENTURE" under the heading "Limitations on Incurrence of Additional
Indebtedness."

Gross Receipts Pledge

As provided in the Master Indenture, the Institution and each Member of the Obligated Group have
granted, and each member admitted to the Obligated Group shall grant as a condition of such admission,
to the Master Trustee a first lien on all of its Gross Receipts (subject to the right of any member to grant
a prior lien for certain permitted Indebtedness) as security for its obligation to make payments under all
Obligations issued under the Master Indenture, including the Series D Note and the Series C Note.  Gross
Receipts is defined in the Master Indenture as the revenues and receipts of each Member of the Obligated
Group from all sources (other than gifts,  grants or bequests which by their terms may not lawfully be used
to fulfill the Obligated Group' s obligations to make payments under the Master Indenture),  including
without limitation all revenues and receipts from or on account of inpatient and outpatient services,  whether
in the form of proceeds of accounts receivable or contract rights or otherwise.  Pursuant to the
Massachusetts Uniform Commercial Code, a security interest in these proceeds may not continue to be
perfected if the proceeds are not paid over to the Master Trustee by a Member of the Obligated Group
within nine days of their receipt.   A Member of the Obligated Group is obligated to pay over these
proceeds within nine days of receipt only in the event of the earlier failure by any Member of the Obligated
Group to make a required payment pursuant to an Obligation when due and until such payment has been
made.  If any required payment is not made when due, any Gross Receipts with respect to which this
security interest remains perfected pursuant to law shall be transferred or paid over immediately to the
Master Trustee without being commingled with other funds (unless already commingled) and any Gross
Receipts thereafter received shall upon receipt by a Member of the Obligated Group be transferred to the
Master Trustee in the form received (with necessary endorsements) to the extent necessary to cure the
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deficiency.   Each Member of the Obligated Group represents and warrants in the Master Indenture the
Lien granted therein is and at all times will be a first Lien, subject only to (i) Liens permitted by the Master
Indenture and (ii) non-consensual Liens arising by operation of law.  No Member of the Obligated Group
may suffer or permit a lien arising pursuant to Chapter 21E of the Massachusetts General Laws, as
amended,  to be created of record with respect to the Gross Receipts of such member or rights to the
proceeds thereof.   The enforcement of the lien on Gross Receipts may be subject to a preference claim
under the Bankruptcy Code and to the exercise of discretion by a court of equity which, under certain
circumstances, may have power to direct the use of such receipts to meeting expenses of the Institution
before paying debt service.  See "BONDOWNERS'  RISKS—Enforceability of the Lien on Gross
Receipts".  In addition, to the extent Gross Receipts include accounts receivable and the proceeds thereof
under the Medicare and Medicaid programs, the assignment of such accounts and  proceeds to the Trustee
may violate federal regulations concerning the assignability of such accounts and hence be unenforceable.
Notwithstanding the foregoing, a Member of the Obligated Group may sell,  assign or grant a lien on their
accounts receivable senior to the lien on Gross Receipts granted pursuant to the Master Trust Indenture
in an amount not to exceed 50% of such accounts receivable as shown in the most recent year-end audited
statements of the Obligated Group.   See Appendix C-2—"SUMMARY OF THE MASTER TRUST
INDENTURE"

Mortgaged Property

The Series D Bonds are secured by a mortgage lien on  an approximately 187,200 square foot
structure on a 14.2 acre site in the Town of Milford, Massachusetts which constitutes the principal hospital
campus of the Institution (the "Mortgaged Property") pursuant to the Mortgage and Security Agreement
(the "Mortgage").   Facilities of the Institution and other members of the Obligated Group not on the
Mortgaged Property, including Whitinsville Medical Center in Whitinsville,  Massachusetts,  Pastorello
Medical Center in Franklin, Massachusetts,  Visiting Nurse Association of Greater Milford-Northbridge,
Inc. in Mendon, Massachusetts and TCMA physicians locations, are not subject to the mortgage. The
Agreement restricts the Institution from encumbering or permitting or suffering encumbrance of its title
to the Mortgaged Property to secure any other indebtedness or other obligations of the Institution except
as permitted thereby.  The Agreement further restricts the ability of the Institution to sell or encumber
property, including cash and securities,  subject to Permitted Encumbrances.  The Mortgage secures the
Series C Bonds and the Series D Bonds on a parity basis.   See Appendix C-4—"SUMMARY OF THE
AGREEMENT" under the heading "Restrictions on Encumbrance, Sale and Lease of Property."  Realizing
the value of the mortgage may be subject to certain regulatory approvals.   See "BONDOWNERS"
RISKS—Limitation on Value of Mortgaged Property".

No real property other than the Mortgaged Property is pledged to secure the Series D Note
and the Series C Note.

THE AUTHORITY

The Authority is a body politic and corporate and a public instrumentality of the Commonwealth
organized and existing under and by virtue of the Act.   The purpose of the Authority, as stated in the Act,
is essentially to provide assistance for public and private nonprofit institutions for higher education, private
nonprofit schools for the handicapped, nonprofit hospitals and their nonprofit affiliates,  nonprofit nursing
homes and nonprofit cultural institutions in the construction, financing, and refinancing of projects to be
undertaken in relation to programs for such institutions.

Authority Membership and Organization

The Act provides that the Authority shall consist of nine members who shall be appointed by the
Governor and shall be residents of the Commonwealth.  At least two members shall be associated with
institutions for higher education, at least two shall be associated with hospitals,  at least one shall be
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knowledgeable in the field of state and municipal finance (by virtue of business or other association) and
at least one shall be knowledgeable in the field of building construction.  All Authority members serve
without compensation, but are entitled to reimbursement for necessary expenses incurred in the
performance of their duties as members of the Authority.   The Authority elects annually one of its
members to serve as Chairman and one to serve as Vice Chairman.

The members of the Authority are as follows:

DAVID T. HANNAN, Chairman; term as member expires July 1, 2006.

Mr. Hannan, a resident of Hingham, is President and Chief Executive Officer of South Shore
Hospital and its not-for-profit,  tax-exempt parent organization, South Shore Health & Educational
Corporation of South Weymouth, Massachusetts.   He is a member of the American College of Healthcare
Executives,  and the American Hospital Association. 

JOHN R. SMITH, Vice Chairman; term as member expired July 1, 2000.  Mr. Smith will continue
to serve until he is reappointed or his successor takes office.

Mr. Smith, a resident of Milford, is President of New England Fiduciary Company, a firm
specializing in financial strategies and long-term planning for colleges and universities primarily in the
areas of student financial aid and physical facilities.   He is also Chairman of the Massachusetts Educational
Financing Authority; an independent Director of ING Pilgrim Funds and a Trustee of Framingham State
College.  He had formerly been Vice President and Treasurer of Boston College; and Director of the
Massachusetts Higher Education Assistance Corporation (now American Student Assistance Corporation).
Before coming to Boston College, Mr. Smith was employed by Bendix Corporation and Raytheon
Company in executive financial analysis and management positions.  He is a Certified Public Accountant.

EDWARD P. MARRAM, Ph.D.; term as member expires July 1, 2002.  

Dr. Marram, a resident of Wayland, is Founder,  CEO and Chairman of the Board of GEO-
CENTERS, INC., a high-technology, professional services firm, and is currently the Entrepreneur-in-
Residence at Babson College.  From 1967 to 1975, Dr. Marram was a Manager at EG&G, Inc.,  from
1965 to 1967, he was a Senior Scientist at AVCO Corporation, and from 1961 to 1965 he was a scientist
with ADL, Inc.  Dr. Marram' s experience included research and testing work for the Atomic Energy
Commission and the Department of Energy' s Nuclear Test Program.  His honors and board memberships
include Board of Directors,  SBANE (Smaller Business Association of New England); Board of Directors,
Professional Services Council; College Advisory Council,  College of Natural Sciences and Mathematics,
University of Massachusetts, Amherst; Chemistry Advisory Group, Tufts University; Steering Committee,
Technology Transfer Society, New England Chapter; Massachusetts State Board of Women in Business;
Small Business Technology Group of Massachusetts and the New England American Technion Society.
Dr. Marram was nominated as a Price-Babson College Fellow and was awarded the Edwin M. Appel Prize
for his academic accomplishments.   Dr. Marram holds a B.S. in Chemistry and a M.S. degree in Physics
from the University of Massachusetts,  a Ph.D. in Physical Chemistry from Tufts,  and attended the OPM
Program at Harvard Business School.

ROBERT R. FANNING, JR.; term as member expires July 1, 2002.

Mr. Fanning, a resident of Boxford, is President Emeritus of Northeast Health Systems, Inc. in
Beverly, Massachusetts.   He is a Fellow in the American College of Healthcare Executives and is a past
Chairman of that organization.  Mr. Fanning is also a past Chairman of the Massachusetts Hospital
Association Board of Trustees.   He is an outside Director of Health Care Property Investors,  Inc.,  an
equity-oriented real estate investment trust specializing in health care related facilities.   Mr. Fanning is also
a Director of the Warren Five Cents Savings Bank.  He also serves as a Trustee of Bridgton Academy in
North Bridgton, Maine.
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ROBERT E. FLYNN, M.D.; term as member expires July 1, 2006.

Dr. Flynn, a resident of Dedham, is the former Chair of the Board of Caritas Christi,  a current
member of the Board of Governors of Caritas Christi,  the former Secretary of Health Care Services for
the Archdiocese of Boston, the Past Chairperson of the Massachusetts Hospital Association, and former
Chairman of the Department of Medicine at Saint Elizabeth’s Medical Center of Boston.  In 1991, Dr.
Flynn was named a Distinguished Professor by Tufts University School of Medicine.  He is a Trustee of
St.  Elizabeth’s Medical Center,  Good Samaritan Hospice and St.  Mary’s Women and Infant’s Center.   His
current memberships in Medical Societies include the Boston Society of Psychiatry and Neurology, the
Massachusetts Medical Society, and the American Medical Association, and he is a Fellow of the
American Academy of Psychiatry and Neurology.

MARVIN A. GORDON; term as member expires July 1, 2003.

Mr. Gordon, a resident of Milton, is Chairman of the Board, Chief Executive Officer and
Treasurer of Whitehall Companies in Norwood, Massachusetts.  From 1994 to 1996, Mr. Gordon served
on the board of directors to Techniek Development Co. of San Diego, California.  He also served as
Chairman of the Board of US Trust Norfolk (Milton Bank and Trust) from 1974 to 1976 and as Vice
President and Member of the Executive Committee from 1971 to 1974.  Mr. Gordon has been actively
engaged in non-profit,  charitable and civic activities.   His affiliations include Treasurer and Chairman of
the Finance Committee of Milton Hospital Corporation, President,  Milton Fuller Housing Corporation,
and Corporator of Curry College.  Mr. Gordon has been elected to and appointed to a number of public
boards and belongs to several civic associations.  Mr. Gordon holds a degree from Harvard College and
Harvard Business School.

JOHN E. KAVANAGH, III; term as member expires July 1, 2004.

Mr. Kavanagh, a resident of Ipswich, is President and Chairman of William A. Berry & Son, Inc.,
one of the oldest construction companies in the country.  During his 16 years as President,  he has
redirected the company’s focus from restoration specialties to a full-service building and construction
management organization, with emphasis on meeting the full range of customer needs: planning, design,
construction, operation and maintenance services.   Mr. Kavanagh is Chairman of the Board of the North
Shore Music Theater,  Corporator of Brigham and Women’s Hospital and Partners Healthcare, Corporator
of Danvers Savings Bank and a former member of Tufts University Board of Overseers.

JOSEPH G. SNEIDER; term as member expires July 1, 2005.

Joseph G. Sneider,  a resident of Newton, is Chairman and Chief Financial Officer of C&S Candy
Co.,  Inc. located in Brockton and Justice of the Peace Commonwealth of Massachusetts.   Mr. Sneider
served as a trustee of Boston University Medical Center (University Hospital),  Boston.  Mr. Sneider served
as Senior Vice President of Olympic International Bank & Trust of Boston.  He has also served on a
number of public boards and commissions, and he belongs to several civic associations. 
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RINA K. SPENCE; term as member expired July 1, 2001.  Ms. Spence will continue to serve until
she is reappointed or her successor takes office.

Ms. Spence, a resident of Cambridge, is President and Chief Executive Officer of iEmily.com,
Inc.,  a health and wellness website for teen girls.   She was also the founder of Spence Centers for
Women’s Health, a network of comprehensive outpatient health facilities.   Prior to Spence Centers for
Women’s Health,  Ms. Spence served as the president and chief executive of Emerson Hospital for ten
years.   She was also the founding executive director of the Commonwealth Health Care Corporation, a
prepaid managed care plan for health care delivery to Medicaid recipients.   Ms. Spence has been actively
engaged in the civic life of Boston and its corporate affairs for more than 25 years.   Her affiliations include
The Partnership and the Wang Center.   Ms. Spence is a trustee of Eastern Enterprises and a Director of
Berkshire Mutual Life and a Trustee of the State Street Master Trust.   Ms. Spence holds a degree from
Boston University and Harvard University’s John F. Kennedy School of Government.

Staff and Advisors

BENSON T. CASWELL, was appointed Executive Director of the Authority on April 9,  2002,
and is responsible for the management of the Authority' s affairs.   From 1992 through 2002, Mr. Caswell
worked for Ponder & Co. in Chicago where he was a Senior Vice President.   From 1987 through 1992,
he was Vice President of Ziegler Securities,  Chicago, Illinois.   From 1983 through 1986, he was an
attorney with Gardner,  Carton & Douglas.   Mr. Caswell holds a Juris Doctor from the University of
Chicago, a Masters in Business Administration from Lehigh University and a Bachelor of Science degree
from the University of Maine.

Palmer & Dodge LLP, attorneys of Boston, Massachusetts,  are serving as General Counsel and
Bond Counsel to the Authority and will submit their approving opinion with regard to the legality of the
Series D Bonds in substantially the form attached hereto as Appendix D.

Public Financial Management,  Inc. is serving as financial consultant to the Authority.   The
financial consultant advises the Authority in connection with the issuance of its obligations and certain
other financial matters.

The Act provides that the Authority may employ such other counsel,  engineers,  architects,
accountants,  construction and financial experts,  or others as the Authority deems necessary.

Powers of the Authority

Under the Act,  the Authority is authorized and empowered, among other things, directly or by and
through a participating institution for higher education, a participating school for the handicapped, a
participating hospital or hospital affiliate,  a participating nursing home or a participating cultural
institution, as its agent,  to acquire real and personal property and to take title thereto in its own name or
in the name of one or more participants as its agent; to construct,  reconstruct,  remodel,  maintain, manage,
enlarge, alter,  add to, repair,  operate,  lease, as lessee or lessor,  and regulate any project; to enter into
contracts for any or all of such purposes, or for the management and operation of a project; to issue bonds,
bond anticipation notes and other obligations, and to fund or refund the same; to fix and revise from time
to time and charge and collect rates,  rents,  fees and charges for the use of and for the services furnished
or to be furnished by a project or any portion thereof and to enter into contracts in respect thereof; to
establish rules and regulations for the use of a project or any portion thereof; to receive and accept from
any public agency loans or grants for or in the aid of the construction of a project or any portion thereof;
to mortgage any project and the site thereof for the benefit of the holders of revenue bonds issued to
finance such projects; to make loans to any participant for the cost of a project or to refund outstanding
obligations, mortgages or advances issued, made or given by such participant,  for the cost of a project;
to charge participants its administrative costs and expenses incurred; to acquire any federally guaranteed
security and to pledge or use such security to secure or provide for the repayment of its bonds; and to do
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all things necessary or convenient to carry out the purposes of the Act.   Additionally, the Authority may
undertake a joint project or projects for two or more participants.

The Authority has heretofore authorized and issued certain series of its revenue bonds for public
and private colleges and universities,  and private hospitals and their affiliates,  community providers,
cultural institutions, schools for the handicapped and nursing homes in the Commonwealth.  Each series
of revenue bonds has been a special obligation of the Authority.

The Authority expects to enter into separate agreements with eligible institutions in the
Commonwealth for the purpose of financing projects for such institutions.  Each series of bonds issued by
the Authority constitutes a separate obligation of the borrowing institutions for such series,  and the general
funds of the Authority are not pledged to any bonds or notes.

THE OBLIGATED GROUP

The current members of the Obligated Group are the Institution, TCMA and MWRH.

Milford-Whitinsville Regional Hospital,  Inc.

The Institution is a not-for-profit community teaching hospital licensed by the Massachusetts
Department of Public Health.  The Institution operates 116 beds at its main campus in Milford.  The
Institution also operates a satellite clinic in Franklin, a satellite clinic in Whitinsville,  and a home health
agency with a principal office located in Mendon.

Tri-County Medical Associates,  Inc.

TCMA is a not-for-profit corporation which is operated as a medical group practice for the benefit
of the Institution.

MWRH Corporation

MWRH is a not-for-profit corporation and is the sole member or "parent" corporation of the
Institution and TCMA.

See Appendix A for more information on the Obligated Group.

THE SERIES D BONDS

Description of the Series D Bonds

The Series D Bonds will be dated June 15, 2002 and will bear interest from such date,  payable on
January 15, 2003 and on each July 15 and January 15 thereafter at the rates set forth on the cover page
hereof and will mature on July 15 of the indicated years and in the principal amounts set forth on the cover
page hereof.

For the retirement of the Series D Bonds due July 15,  2023, sinking fund installments shall be
payable on July 15, 2018 and each July 15 thereafter as follows:
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  Sinking Fund  Sinking Fund  
Year  Installment Year  Installment

2018 $1,015,000 2021 $1,230,000
2019 1,080,000 2022 1,310,000
2020 1,155,000 2023* 1,395,000

                    
* Maturity.

For the retirement of the Series D Bonds due July 15,  2032, sinking fund installments shall be
payable on July 15, 2024 and each July 15 thereafter as follows:

  Sinking Fund    Sinking Fund  
Year  Installment Year  Installment

2024 $1,485,000 2029 $2,820,000
2025 1,575,000 2030 2,995,000
2026 1,680,000 2031 3,190,000
2027 1,785,000 2032* 3,390,000
2028 1,895,000

                    
* Maturity.

Subject to the provisions discussed under “THE SERIES D BONDS—Book-Entry-Only System”
below, the Series D Bonds are issuable as fully registered bonds without coupons in the minimum
denomination of $5,000 or any multiple thereof.   Principal or redemption premium, if any, of the Series
D Bonds will be payable at the principal corporate trust office of Citizens Bank of Massachusetts,  as
Paying Agent (the “Paying Agent”),  and interest on the Series D Bonds will be paid by check or draft
mailed to the registered owner as of the first day of the month preceding the date on which the interest is
to be paid (the “Record Date”),  or by wire transfer as provided in the Agreement.

Principal,  Sinking Fund Installments, and Interest Requirements

The following table sets forth, for each respective year ending July 15, the amounts required to
be made available by the Obligated Group in such year for payment of the principal of and sinking fund
installments on the Series D Bonds,  interest on the Series D Bonds, total debt service on the Series D
Bonds in such year along with debt service obligations on the Series C Bonds and total debt service
obligations of the Obligated Group. 
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                                                       Series D Bonds                                       

Year Ending
July 15

Principal and 
Sinking Fund 
Installments

 
Interest Debt Service

Debt Service on
the 

Series C Bonds Total Debt Service
2002 $1,943,928.76 $1,943,928.76
2003 $1,937,842.29 $1,937,842.29 2,010,178.76 3,948,021.05
2004 1,788.777.50 1,788.777.50 1,963,366.26 3,752,143.76
2005 1,788.777.50 1,788.777.50 2,015,116.26 3,803,893.76
2006 1,788.777.50 1,788.777.50 1,963,648.76 3,752,426.26
2007 1,788.777.50 1,788.777.50 2,007,243.76 3,796,021.26
2008 1,788.777.50 1,788.777.50 1,943,418.76 3,732,196.26
2009 1,788.777.50 1,788.777.50 1,985,806.26 3,774,583.76
2010 1,788.777.50 1,788.777.50 2,012,731.26 3,801,508.76
2011 1,788.777.50 1,788.777.50 2,034,768.76 3,823,546.26
2012 1,788.777.50 1,788.777.50 1,951,918.76 3,740,696.26
2013 1,788.777.50 1,788.777.50 1,964,931.26 3,753,708.76
2014 1,788.777.50 1,788.777.50 1,973,343.76 3,762,121.26
2015 1,788.777.50 1,788.777.50 1,973,781.26 3,762,558.76
2016 1,788.777.50 1,788.777.50 1,965,543.76 3,754,321.26
2017 1,788.777.50 1,788.777.50 1,938,893.76 3,727,671.26
2018 $1,015,000 1,788.777.50 2,803,777.50 799,618.76 3,603,396.26
2019 1,080,000 1,722,802.50 2,802,802.50 800,993.76 3,603,796.26
2020 1,155,000 1,652,602.50 2,807,602.50 800,462.50 3,608,065.00
2021 1,230,000 1,577,527.50 2,807,527.50 798,587.50 3,606,115.00
2022 1,310,000 1,497,577.50 2,807,577.50 800,368.76 3,607,946.26
2023  1,395,000* 1,412,427.50 2,807,427.50 800,537.50 3,607,965.00
2024 1,485,000 1,321,752.50 2,806,752.50 799,093.76 3,605,846.26
2025 1,575,000 1,227,455.00 2,802,455.00 801,037.50 3,603,492.50
2026 1,680,000 1,127,442.50 2,807,442.50 796,100.00 3,603,542.50
2027 1,785,000 1,020,762.50 2,805,762.50 799,550.00 3,603,312.50
2028 1,895,000 907,415.00 2,802,415.00 800,850.00 3,603,265.00
2029 2,820,000 787,082.50 3,607,082.50 3,607,082.50
2030 2,995,000 608,012.50 3,603,012.50 3,603,012.50
2031 3,190,000 417,830.00 3,607,830.00 3,607,830.00
2032   3,390,000* 215,265.00 3,605,265.00                           3,605,265.00

$28,000,000 $44,265,459.79 $72,265,459.79 $40,445,820.20 $112,711,279.99
______________________
*Maturity

Redemption of the Series D Bonds

Optional Redemption of the Series D Bonds.  The Series D Bonds are subject to optional
redemption prior to maturity,  on and after July 15, 2012 at the option of the Authority with the written
consent of the Institution or by the written direction of the Institution to the Authority and the Trustee, as
a whole or in part at any time, in such order of maturity or sinking fund installment as directed by the
Institution so long as no Event of Default exists under the Agreement,  and otherwise by the Authority,  at
the following prices expressed in percentages of their principal amount,  plus accrued interest to the
redemption date:

Period During Which Redeemed Redemption Price

July 15, 2012 through July 14, 2013         101%
July 15, 2013 and thereafter         100

Mandatory Redemption of the Series D Bonds.  In addition, the Series D Bonds maturing on
July 15, 2023 shall be redeemed from sinking fund installments at their principal amounts,  without
premium, plus accrued interest to their redemption dates on each July 15, commencing July 15, 2018, and
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the Series D Bonds maturing on July 15, 2032 shall be redeemed from sinking fund installments at their
principal amounts,  without premium, plus accrued interest to their redemption dates on each July 15,
commencing July 15,  2024,  as provided for in the Agreement and described under "THE SERIES D
BONDS—Description of the Series D Bonds" herein.

Special Redemption of the Series D Bonds.  Under the special redemption provisions of the
Agreement,  the Series D Bonds are subject to redemption prior to maturity,  as a whole or in part at any
time, in such order of maturity or sinking fund installment as directed by the Institution, so long as no
Event of Default exists under the Agreement,  and otherwise by the Authority,  at their principal amounts,
without premium, plus accrued interest to the redemption date in the event that either (i) moneys are
transferred to the Redemption Fund from the Project Fund upon completion of the Project,  or (ii) insurance
proceeds or condemnation awards in excess of 5% of the Obligated Group' s Property, Plant and
Equipment (net of accumulated depreciation) are delivered pursuant to the Master Indenture to the payment
of debt service.  See Appendix C-4—"SUMMARY OF THE AGREEMENT" under the headings
"Redemption Fund" and "Project Fund", and Appendix C-2 – "SUMMARY OF THE MASTER
INDENTURE" under the heading "Damage to or Destruction or Taking of the Mortgaged Property".

If the amount available in the Redemption Fund to redeem the Series D Bonds by special
redemption at any time is less than $50,000, the Trustee may, and upon written direction of the Institution
shall,  transfer such amount to the Debt Service Fund for credit against deposits otherwise required to be
made therein with respect to principal instead of calling the Series D Bonds for redemption.

Selection of the Series D Bonds for Redemption.  If less than all the Series D Bonds of a maturity
are to be redeemed, the portion of the Series D Bonds to be redeemed shall be selected by the Trustee by
lot or in any customary manner of selection as determined by the Trustee; provided, however,  that so long
as DTC (as hereinafter defined) or its nominee is the Bondowner, the particular Series D Bonds or portions
of the Series D Bonds of such maturity to be redeemed shall be selected by DTC in such manner as DTC
may determine.  If a Series D Bond is of a denomination in excess of five thousand dollars ($5,000),
portions of the principal amount in the amount of five thousand dollars ($5,000) or any multiple thereof
may be redeemed.

Purchase in Lieu of Redemption.  The Institution may purchase Series D Bonds of any maturity
and credit them against the principal payment for such maturity or,  as the case may be, any sinking fund
installment for such maturity at the principal amount or applicable redemption price, as the case may be,
by delivering them to the Trustee for cancellation at least sixty (60) days before the principal payment date
or sinking fund installment date.

Acceleration.  In addition to the foregoing redemption provisions, the Trustee may, upon the
occurrence of an Event of Default,  as defined in the Agreement,  by written notice to the Institution and
the Authority,  declare immediately due and payable the principal amount of the Outstanding Series D
Bonds and the payments to be made by the Institution therefor,  and accrued interest on the foregoing,
whereupon the same shall become immediately due and payable without any further action or notice at par
prior to maturity.   See Appendix C-4—"SUMMARY OF THE AGREEMENT" under the headings 
"Default by the Institution" and "Remedies for Events of Default."

Notice of Redemption.  The Trustee shall give notice of redemption to the Bondowners not less
than thirty (30) days nor more than forty-five (45) days prior to the date fixed for redemption.  Failure to
mail notice to a particular Bondowner, or any defect in the notice to such Bondowner, shall not affect the
redemption of any other Series D Bond. So long as DTC or its nominee is the Bondowner, the Authority,
the Trustee and the Paying Agent will recognize DTC or its nominee as the Bondowner for all purposes,
including notices and voting.  Any failure on the part of DTC or failure on the part of a nominee of a
Beneficial Owner (as hereinafter defined),  having received notice from a DTC Participant (as hereinafter
defined) or otherwise, to notify the Beneficial Owner so affected shall not affect the validity of the
redemption.
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Effect of Redemption.  On the redemption date,  the redemption price of each Series D Bond to be
redeemed will become due and payable; and from and after such date,  notice having been properly given
and amounts having been made available and set aside from such redemption in accordance with the
provisions of the Agreement,  notwithstanding that any Series D Bonds called for redemption have not been
surrendered, no further interest will accrue on any Series D Bonds called for redemption.

Book-Entry-Only System

The Depository Trust Company, New York, New York ("DTC"), will act as securities depository
for the Series D Bonds.  The Series D Bonds will be issued as fully-registered securities registered in the
name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an
authorized representative of DTC.  One fully-registered Series D Bond certificate will be issued for each
maturity,  or for each interest rate within a maturity,  if applicable,  of the Series D Bonds,  each in the
aggregate principal amount of such maturity,  and will be deposited with DTC.

DTC, the world' s largest depository, is a limited-purpose trust company organized under the New
York Banking Law, a "banking organization" within the meaning of the New York Banking Law, a
member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York
Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A
of the Securities Exchange Act of 1934.  DTC holds and provides asset servicing for over 2 million issues
of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments
from over 85 countries that DTC' s participants ("Direct Participants") deposit with DTC.  DTC also
facilitates post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities,  through electronic computerized book-entry transfers and pledges between Direct
Participants'  accounts.   This eliminates the need for physical movement of securities certificates.   Direct
Participants include both U.S. and non-U.S. securities brokers and dealers,  banks, trust companies,
clearing corporations, and certain other organizations.  DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation ("DTCC").  DTCC, in turn, is owned by a number of Direct
Participants of DTC and Members of the National Securities Clearing Corporation (NSCC, GSCC,
MBSCC, and EMCC, also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc.,  the
American Stock Exchange LLC, and the National Association of Securities Dealers,  Inc.  Access to the
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, and trust companies that clear through or maintain a custodial relationship with a Direct Participant,
either directly or indirectly (“Indirect Participants”).   DTC has Standard & Poor' s highest rating: AAA.
The DTC Rules applicable to its Participants are on file with the Securities and Exchange Commission.
More information of DTC can be found at www.dtcc.com.

Purchases of the Series D Bonds under the DTC system must be made by or through Direct
Participants,  which will receive a credit for the Series D Bonds on DTC’s records.  The ownership interest
of each actual purchaser of each Series D Bond (a “Beneficial Owner”) is in turn to be recorded on the
Direct and Indirect Participants’ records.  Beneficial Owners will not receive written confirmation from
DTC of their purchase, but Beneficial Owners are expected to receive written confirmations providing
details of the transaction, as well as periodic statements of their holdings, from the Direct or Indirect
Participant through which the Beneficial Owner entered into the transaction.  Transfers of ownership
interests in the Series D Bonds are to be accomplished by entries made on the books of Direct and Indirect
Participants acting on behalf of Beneficial Owners.   Beneficial Owners will not receive certificates
representing their ownership interest in the Series D Bonds, except in the event that use of the book-entry
system for the Series D Bonds is discontinued.

To facilitate subsequent transfers,  all Series D Bonds deposited by Direct Participants with DTC
are registered in the name of DTC’s partnership nominee, Cede & Co. ,  or such other name as may be
requested by an authorized representative of DTC.  The deposit of Series D Bonds with DTC and their
registration in the name of Cede & Co. or such other nominee do not effect any change in beneficial
ownership.  DTC has no knowledge of the actual Beneficial Owners of the Series D Bonds; DTC’s records
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reflect only the identity of the Direct Participants to whose accounts such Series D Bonds are credited,
which may or may not be the Beneficial Owners.   The Direct and Indirect Participants will remain
responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants,  by Direct
Participants to Indirect Participants,  and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory requirements
as may be in effect from time to time.  Beneficial Owners of the Series D Bonds may wish to take certain
steps to augment the transmission to them of notices of significant events with respect to the Series D
Bonds, such as redemptions, defaults and proposed amendments to the documents relating to the Series
D Bonds.  For example, Beneficial Owners of the Series D Bonds may wish to ascertain that the nominee
holding the Series D Bonds for their benefit has agreed to obtain and transmit notices to the Beneficial
Owners.   In the alternative, Beneficial Owners may wish to provide their names and addresses to the
registrar and request that copies of notices be provided directly to them.

Redemption notices will be sent to DTC.  If less than all of the Series D Bonds within a maturity
bearing the same interest rate are being redeemed, DTC’s practice is to determine by lot the amount of the
interest of each Direct Participant in such maturity to be redeemed.

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to
the Series D Bonds unless authorized by a Direct Participant in accordance with DTC' s Procedures.   Under
its usual procedures, DTC mails an Omnibus Proxy to the Authority as soon as possible after the record
date.  The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants
to whose accounts the Series D Bonds are credited on the record date (identified in a listing attached to the
Omnibus Proxy).

Principal and interest payments on the Series D Bonds will be made to Cede & Co.,  or such other
nominee as may be requested by an authorized representative of DTC.  DTC’s practice is to credit Direct
Participants’ accounts,  upon DTC’s receipt of funds and corresponding detail information from the
Authority or the Paying Agent,  on the payable date in accordance with their respective holdings shown on
DTC’s records.  Payments by Participants to Beneficial Owners will be governed by standing instructions
and customary practices,  as is the case with securities held for the accounts of customers in bearer form
or registered in “street name,” and will be the responsibility of such Participant and not of DTC, the
Paying Agent,  or the Authority, subject to any statutory or regulatory requirements as may be in effect
from time to time.  Payment of principal and interest to Cede & Co. (or such other nominee as may be
requested by an authorized representative of DTC) is the responsibility of the Authority or the Paying
Agent,  disbursement of such payments to Direct Participants shall be the responsibility of DTC, and
disbursement of such payments to the Beneficial Owners shall be the responsibility of Direct and Indirect
Participants.

DTC may discontinue providing its services as a depository with respect the Series D Bonds at any
time by giving reasonable notice the Authority and the Paying Agent.   Under such circumstances, in the
event that a successor depository is not obtained, the Series D Bond certificates are required to be printed
and delivered.

The Authority may decide to discontinue use of the system of book-entry transfers through DTC
(or such other successor depository).   In that event,  Series D Bond certificates will be printed and
delivered.

THE INFORMATION IN THIS SECTION CONCERNING DTC AND DTC’S BOOK-ENTRY
SYSTEM HAS BEEN OBTAINED FROM SOURCES THAT THE AUTHORITY BELIEVES TO BE
RELIABLE, BUT THE AUTHORITY TAKES NO RESPONSIBILITY FOR THE ACCURACY
THEREOF.
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DEBT SERVICE COVERAGE RATIO AND 
RATE COVENANTS

The Obligated Group agrees to use its best efforts to maintain the Historical Debt Service Coverage
Ratio at least equal to 1.10 each Fiscal Year.   If the Historical Debt Service Coverage Ratio,  as calculated
a the end of any Fiscal Year,  is less than the required amount,  the Obligated Group covenants to retain a
Consultant to make recommendations to increase such ratio for subsequent Fiscal Years to the level
required or,  if in the opinion of the Consultant the attainment of such level is impracticable,  to the highest
practicable level.   Each Member of the Obligated Group agrees in the Master Indenture that it will to the
extent permitted by law and subject to any limitations imposed by applicable governmental regulations,
limitations on its legal authority and is fiduciary obligations, substantially follow the recommendations of
the Consultant or file with the Master Trustee its reasons for not following the recommendations.  The
Obligated Group shall thereafter achieve a Historical Debt Service Coverage Ratio of at least 1.10 unless
the Consultant certifies that the Obligated Group is prevented from doing so and the ratio actually achieved
was at least 1.00.  If in any Fiscal Year the Historical Debt Service Coverage Ratio is less than 1.10, the
Obligated Group will not be required to retain a Consultant to make such recommendations if a written
report of a Consultant is filed with the Master Trustee which contains an opinion of such Consultant that
(i) applicable laws or regulations have prevented the maintenance of the required ratio,  (ii) the Members
of the Obligated Group have generated the maximum amount of Income Available for Debt Service which
in the opinion of such Consultant could reasonably have been generated given such laws and regulations
during the period affected thereby, and (iii) the ratio actually achieved was at least 1.00. 

In addition, in the Master Indenture, the Obligated Group agrees, subject to any limitations
imposed by applicable government regulations, limitations on its legal authority and its financial
obligations, to change and collect rates and charges at a level sufficient to produce revenues, together with
other available moneys of the Obligated Group, at least sufficient to meet the Obligated Group' s expenses
(excluding from revenues and expenses extraordinary items and excluding from expenses depreciation but
including interest on and amortization of long-term indebtedness).

For a more complete description, see Appendix C-2—"SUMMARY OF THE MASTER TRUST
INDENTURE" under the heading "Debt Service Coverage Ratios."

ADDITIONAL PARITY INDEBTEDNESS

The Master Indenture permits each Member of the Obligated Group, including the Institution, to
incur Obligations secured by a lien on each Member of the Obligated Group' s Gross Receipts,  on a parity
with the Outstanding Notes.   Such additional Obligations may be incurred for any lawful purpose,
including Long-Term Indebtedness for members and guaranties of indebtedness which are not members.
The incurrence of additional parity Obligations is subject to certain conditions, including compliance with
the Master Indenture' s limits on Long-Term Indebtedness.  The Master Indenture also permits each
Member of the Obligated Group to incur Short-Term Indebtedness and Indebtedness with a lien on Gross
Receipts prior to the lien securing the Series D Bonds. The incurrence of such liens is subject to certain
conditions including the Master Indenture' s limits on Short-Term Indebtedness.  For additional information
concerning such limits and the methodology used for forecasting debt service requirements on certain types
of indebtedness,  see Appendix C-2—"SUMMARY OF THE MASTER TRUST INDENTURE" under the
headings "Limitations on Certain of Liens" and "Limitations on Incurrence of Additional Indebtedness".
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PLAN OF FINANCE

The proceeds of the Series D Bonds and certain other available money will be applied for the
following purposes: (i) the constructing, furnishing and equipping of an approximately 46,000 gross square
foot,  three story building to be located on the main hospital campus on Prospect Street in Milford,
Massachusetts (the "Milford Site") to be used as a medical/surgical unit comprised of 24 beds (12 newly-
licensed beds and 12 replacement beds),  a surgical center including pre-admission testing, 8 operating
rooms (including 2 new operating rooms), post-anesthesia care unit,  and surgical day care, additional
obstetrics intake and triage space, additional newborn nursery space, relocated administrative offices and
a new cafeteria; (ii) the constructing, furnishing and equipping of an approximately 4,200 gross square foot
addition of a partial new floor on top of an existing building located at the Milford Site to be used as
additional laboratory space, swing space for temporary moves during construction, and space for
mechanical infrastructure; (iii) the demolition of a two-story structure built in 1958 located at the Milford
Site; (iv) the renovating of an approximately 2,500 gross square foot existing space located at the Milford
Site currently used as the existing labor,  delivery, recovery, and post-partum unit to add private bedrooms
and convert some existing space to office and storage space; (v) the renovating of an approximately 5,000
gross square foot of existing space on the Milford Site to change such space from the cafeteria and morgue
to a new kitchen; (vi) the renovating of an approximately 4,200 gross square foot of existing space at the
Milford Site to change such space from administrative office space to operating room office space and
central sterile supply storage; (vii) the renovating of an approximately 500 gross square foot of existing
space at the Milford Site to change such space from plant operations department space to space for the
morgue; (viii) the refinancing of an existing mortgage relating to the Visiting Nurses Association building
located in Mendon, Massachusetts (the "Mendon Site"); and (ix) the constructing, renovating, equipping,
improving and furnishing of various additional facilities at the Milford Site,  the Mendon Site and the
Institution' s hospital campus located in Whitinsville,  Massachusetts.   Proceeds of the Series D Bonds and
other available moneys will also be applied to pay capitalized interest on a portion of the Series D Bonds,
to fund a Debt Service Reserve Fund and to pay certain costs and expenses incurred in connection with
the issuance of the Series D Bonds.

ESTIMATED SOURCES AND USES OF FUNDS

The proceeds from the sale of the Series D Bonds (excluding accrued interest),  together with
certain other available moneys, are expected to be applied as follows:

Sources of Funds
 Principal Amount of the Series D Bonds . . . . . . . . . . . . . . . . $28,000,000
 Net Original Issue Premium . . . . . . . . . . . . . . . . . . . . . . . .         69,357
      Total Sources of Funds . . . . . . . . . . . . . . . . . . . . . . . . . $28,069,357

Uses of Funds
Costs of Issuance1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $    560,000
Deposit to Project Fund . . . . . . . . . . . . . . . . . . . . . . . . . .   24,709,357
Debt Service Reserve Fund . . . . . . . . . . . . . . . . . . . . . . . . .    2,800,000
       Total Uses of Funds . . . . . . . . . . . . . . . . . . . . . . . . . $28,069,357

_______________________
1Estimated amount to provide for Underwriter' s discount,  legal,  consulting and printing fees and associated bond
issuance costs related to the Series D Bonds.
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BONDOWNERS’ RISKS

For a discussion of certain of the risks to the Series D Bondowners,  see Appendix A—"LETTER
FROM THE OBLIGATED GROUP" particularly under the heading “Bondowners’ Risks and Matters
Affecting the Health Care Industry,” as well as risks referred to below.

Payment of Debt Service

The principal of,  redemption premium, if any, and interest on the Series D Bonds are payable
solely from the amounts paid by the Institution to the Authority under the Agreement.   No representation
can be made and no assurance can be given that revenues will be realized by the Institution in the amounts
necessary to make payments at the times and in the amounts sufficient to pay the debt service on the Series
D Bonds.

Future revenues and expenses will be affected by events and conditions relating generally to,
among other things, demand for the Institution’s services,  the ability of the Institution to provide the
services required by patients,  physicians’ relationships with the Institution, management capabilities,  the
design and success of the Institution’s strategic plans, economic developments in the Institution’s service
area, the Institution’s ability to control expenses, maintenance of the Institution’s relationships with
managed care organizations and other payors,  competition, rates,  costs,  third-party payments,  legislation,
and governmental regulation.  Unanticipated events and circumstances may occur which cause variations
from the Institution’s expectations, and the variations may be material.

Limitations of Gross Receipts

Gross Receipts under the Master Trust Indenture is defined to include all accounts,  accounts
receivable,  contract rights and the proceeds thereof including all revenues and receipts of each Member
of the Obligated Group from or on account of inpatient and outpatient services.   Certain restricted gifts and
bequests are excluded from Gross Receipts.   For certain information concerning the amounts of such
patient care revenues, see the line titled "Net Patient Service Revenue" in the table under the heading
"FINANCIAL INFORMATION—Summary of Revenues and Expenses" in Appendix A hereto.

Enforceability of Remedies Generally

The remedies granted to the Trustee or the owners of the Bonds, including the Series D Bonds,
upon an event of default under the Agreement are or may be dependent upon judicial actions which are
often subject to discretion and delay.  Under existing law, the remedies specified in the Agreement may
not be readily available or may be limited.  The various legal opinions to be delivered concurrently with
the delivery of the Series D Bonds will be qualified as to the enforceability of the provisions of the
Agreement by limitations imposed by state and federal laws, rulings and decisions relating to equitable
remedies regardless of whether enforceability is sought in a proceeding at law or in equity, fraudulent
conveyances, the ability of one charitable corporation to pledge its assets to secure the debt of another,  and
bankruptcy, reorganization, insolvency, receivership or other similar laws affecting the rights of creditors
generally.

Enforceability of Lien on Gross Receipts

The Agreement provides that the Institution will make payments to the Trustee sufficient to pay
the Series D Bonds and the interest thereon as the same becomes due.  The obligation to make such
payments is secured by the Series D Note.  Pursuant to the Master Indenture, the Institution and each
Member of the Obligated Group has granted a lien on its Gross Receipts to the Master Trustee as security
for the Series D Note.  Such lien is subject to a parity lien on Gross Receipts and any additional
Obligations issued under the Master Indenture.
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To the extent that Gross Receipts are derived from payments by the federal government under the
Medicare or Medicaid program, any right to receive such payments directly may be unenforceable.  The
Social Security Act and state regulations prohibit anyone other than the individual receiving care or the
institution providing service from collecting Medicare and Medicaid payments directly from the federal
or state government.   In addition, Medicare and Medicaid receivables may be subject to provisions of the
Assignment of Claims Act of 1940, which restricts the ability of a secured party to collect accounts directly
from government agencies.   Counsel to the Obligated Group has not provided an opinion with regard to
the enforceability of the lien on Gross Receipts of the Obligated Group, where such Gross Receipts are
derived from the Medicare and Medicaid programs.  With respect to receivable and Gross Receipts not
subject to the lien, the Authority would occupy the position of an unsecured creditor.

In the event of bankruptcy of a Member of the Obligated Group,  transfers of property by a
Member of the Obligated Group, including the  payment of debt or the transfer of any collateral,  including
receivables and Gross Receipts,  on or after the date which is 90 days (or,  in some circumstances, one year)
prior to the commencement of the case in bankruptcy court,  may be subject to avoidance or recoupment
as preferential transfers.   Under certain circumstances a court may have the power to direct the use of
Gross Receipts to meet expenses of a Member of the Obligated Group before paying the debt service on
the Series D Bonds.

Pursuant to the Massachusetts Uniform Commercial Code, a security interest in the proceeds of
Gross Receipts may not continue to be perfected if such proceeds are not paid over to the Trustee (or an
agent for the Trustee) by the Institution within nine days of receipt.   Each Member of the Obligated Group
is obligated to pay over such proceeds within nine days of receipt only in the event of a failure to make
a required payment under the Agreement.   If any required payment is not made when due, each Member
of the Obligated Group must transfer or pay over immediately to the Trustee any Gross Receipts with
respect to which the security interest remains perfected pursuant to law.  Any Gross Receipts thereafter
received shall upon receipt by a Member of the Obligated Group be transferred to the Trustee without such
Gross Receipts being commingled with other funds, in the form received (with necessary endorsements)
up to an amount equal to the amount of the missed payment.

The value of the security interest in the Gross Receipts could be diluted by the incurrence of
additional Indebtedness secured equally and ratably with the Series C Bonds and the Series D Bonds as to
the security interest in the Gross Receipts.   Additionally, under certain circumstances superior liens can
be created in Gross Receipts to secure short term indebtedness.

Any disposition of a substantial amount of the Obligated Group' s assets or operations, including
the transfer of any collateral (for instance the Institution' s Gross Receipts and/or the Mortgaged Property)
may require notice to the Attorney General of Massachusetts ("Attorney General") prior to such
disposition, unless the Attorney General waives such notice requirement.   If such notice is required, the
Attorney General may engage in an investigation relating to such disposition and may conduct a public
hearing in connection with such investigation.  In connection with such an investigation, the Attorney
General may consider whether (i) the proposed transaction complies with applicable general nonprofit and
charities law; (ii) due care was followed by the nonprofit entity; (iii) conflict of interest was avoided by
the nonprofit entity at all phases of decision making; (iv) fair value will be received for the nonprofit
assets; and (v) the proposed transaction is in the public interest.   The proposed entity or person receiving
the assets  may be assessed the reasonable costs related to such investigation, as determined by the
Attorney General,  and may be assessed additional costs on an on-going basis.   Such disposition may also
be subject to approval by a court of competent jurisdiction.

Enforceability of Master Indenture

Under Massachusetts law, a nonprofit corporation may guaranty the debt of another corporation
only if such guaranty is in furtherance of the corporate purposes of such guarantor nonprofit corporation.
In addition, it is possible that the security interest granted by a corporation or the obligation of a
corporation to make payments due with respect to indebtedness issued for the benefit of another 
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corporation, may be declared void in an action brought by third-party creditors pursuant to the
Massachusetts fraudulent conveyance statutes or may be avoided by a corporation or a trustee in
bankruptcy in the event of the bankruptcy of the corporation from which payment is requested.  An
obligation may be voided under the federal Bankruptcy Code or under the Massachusetts fraudulent
conveyance statute,  if (b) the obligation was incurred without receipt by the obligor of "fair consideration"
or "reasonably equivalent value," and (c) the obligation renders the obligor "insolvent," as such terms are
defined under the applicable statute.   Interpretation by the courts of the tests of "insolvency,"  "reasonably
equivalent value" and "fair consideration" has resulted in a conflicting body of case law.  For example,
the Institution under the Institution' s or another Member of the Obligated Group' s joint and several
obligation under the Master Indenture to make all payments thereunder,  including payments in respect of
funds used for the benefit of the other members,  may be held to be a "transfer" which makes the Institution
or any other Member of the Obligated Group "insolvent" in the sense that the total amount due under the
Master Indenture, as applicable could be considered as causing its liabilities to exceed its assets.   Also, the
Institution or another Member of the Obligated Group may be deemed to have received less than "fair
consideration" for such obligation because only a portion of the proceeds of the indebtedness may be used
to finance facilities occupied or used by the Institution or another Member of the Obligated Group, as
applicable.   While the Institution may benefit generally from the facilities financed from the indebtedness
for a Member of the Obligated Group and the members may benefit generally from the facilities financed
from the indebtedness for the other members under the Master Indenture, the actual cash value of these
benefits may be less than the obligation of the Institution under the obligation of any Member of the
Obligated Group under the Master Indenture.  The rights under the Massachusetts fraudulent conveyance
statutes may be asserted for a period of up to six years from the incurring of the obligations or granting
of security under an agreement.

In addition, the assets of any nonprofit corporation may be held by a court to be subject to a
charitable trust which prohibits payments in respect of obligations incurred by or for the benefit of others
if a nonprofit corporation has insufficient assets remaining to carry out its own charitable functions or,
under certain circumstances, if the obligations paid by such nonprofit corporation were issued for purposes
inconsistent with or beyond the scope of the charitable purposes for which the nonprofit corporation was
organized.  The enforceability of similar master trust indentures has been challenged in jurisdictions
outside of the Commonwealth.  In the absence of clear legal precedent in this area, the extent to which the
assets of any Member of the Obligated Group including the Institution can be used to pay the obligations
of others cannot be determined at this time.

Limitation on Value of Mortgaged Property

The Mortgaged Property of the Institution is pledged as security for the Series D Bonds pursuant
to the Agreement.  Such Mortgaged Property is not comprised of general-purpose buildings and generally
would not be suitable for industrial or commercial use. Consequently, it could be difficult to find a buyer
or lessee for the Mortgaged Property, and, upon any default,  the Trustee may not obtain an amount equal
to the amount of the outstanding Series C Bonds and Series D Bonds from the sale or lease of such
Mortgaged Property if it were necessary to proceed against the Mortgaged Property, whether pursuant to
a judgment,  if any, against the Institution or otherwise.

In addition, in order to operate the Mortgaged Property as a health care facility,  a purchaser of
the Mortgaged Property at foreclosure sale would under present law have to obtain a determination of need
from the Massachusetts Department of Public Health and a license for the facility.   It should be noted that
the Institution is not granting a lien on equipment or furnishings located at the Mortgaged Property.
Therefore, the ability to operate the Mortgaged Property as a health care facility might be affected
accordingly.

Bondowners also should note that,  under applicable federal and Massachusetts environmental
statutes,  in the event of any past or future releases of pollutants or contaminants on or near the Mortgaged
Property, a lien superior to the Authority' s lien on behalf of the Bondowners could attach to the Mortgaged
Property to secure the costs of removing or otherwise treating such pollutants or contaminants.   Such a lien
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would adversely affect the Authority' s ability to realize value from the disposition of the Mortgaged
Property upon foreclosure.  Furthermore, in determining whether to exercise any foreclosure rights with
respect to the Mortgaged Property under the Agreement,  the Authority would need to take into account
the potential liability of any owner of the Mortgaged Property, including an owner by foreclosure, for
clean-up costs with respect to such pollutants and contaminants.

In addition, any such sale or lease of the Mortgaged Property may require notice and an
investigation by the Attorney General of such sale or lease, and/or approval by a court of competent
jurisdiction.  See "Enforceability of Lien on Gross Receipts" above.

No real property other than the Mortgaged Property is pledged to secure the Series D Note
and the Series C Note.

Covenant to Maintain Tax-Exempt Status of the Series D Bonds

The tax-exempt status of the Series D Bonds is based on the continued compliance by the Authority
and the Institution with certain covenants contained in the Agreement.   These covenants relate generally
to arbitrage limitations, rebate of certain investment earnings to the federal government,  and restrictions
on the amount of costs of issuance financed with the proceeds of the Series D Bonds.  Failure to comply
with any of these covenants may result in the treatment of interest on the Series D Bonds as taxable
retroactive to the date of issuance.

Revocation of Tax Exemption; Private Inurement

Revocation of the tax-exempt status of the Institution under Section 501(c)(3) of the IRC could
subject the interest paid to Bondowners to federal income taxation retroactively to the date of issuance of
the Series D Bonds.  Section 501(c)(3) of the IRC specifically conditions the continuing exemption of all
organizations described in such section upon the requirement,  among others,  that no part of the net
earnings of the organization inure to the benefit of any private individual.  The Internal Revenue Service
(the "Service") has issued guidance in informal private letter rulings and general counsel memoranda on
some situations that give rise to private inurement,  but there is no definitive body of law, regulations or
public advisory rulings that addresses many common arrangements between exempt hospitals or entities
and non-exempt individuals or entities.   While the management of the Institution believes that the
Institution’s arrangements with private persons and entities are generally consistent with the Service’s
guidance, there can be no assurance concerning the outcome of an audit or other investigation by the
Service given the lack of clear authority interpreting the range of activities undertaken by the Institution.

Intermediate sanctions legislation enacted in 1996 imposes penalty excise taxes in cases where an
exempt organization is found to have engaged in an "excess benefit transaction" with a "disqualified
person."  Such penalty excise taxes may be imposed in lieu of revocation of exemption, or in addition to
such revocation in cases where the magnitude or nature of the excess benefit calls into question whether
the organization functions as a public charity.   The tax is imposed both on the disqualified person receiving
such excess benefit and on any officer,  director,  trustee or other person having similar powers or
responsibilities who participated in the transaction willfully or without reasonable cause, knowing it to
involve "excess benefit."  "Excess benefit transactions" include transactions in which a disqualified person
receives unreasonable compensation for services,  or receives other economic benefit from the organization
that either exceeds fair value or,  to the extent provided in regulations yet to be finalized, is determined in
whole or in part by the revenues of one or more activities of such organization.  "Disqualified persons"
include "insiders" such as board members and officers,  senior management and members of the medical
staff who in each case are in a position substantially to influence the affairs of the organization; their family
members; and entities which are more than thirty-five percent-owned by such persons.  The legislative
history sets forth Congress’ intent that compensation of disqualified persons shall be presumed to be
reasonable if it is:  (i) approved by disinterested members of the organization’s board or compensation
committee; (ii) based upon data regarding comparable compensation arrangements paid by similarly
situated organizations; and (iii) adequately documented by the board or committee as to the basis for its
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determination.  A presumption of reasonableness will also arise with respect to transfers of property
between the exempt organization and disqualified persons if a similar procedure with approval by an
independent board is followed.  The Institution has established a compensation committee that exercises
responsibilities consistent with this process.

Although management of the Institution believes that the sanction of revocation of tax-exempt
status is likely to be imposed only in cases of pervasive excess benefit,  the imposition of penalty excise
tax in lieu of revocation based upon a finding that the Institution engaged in an excess benefit transaction
is likely to result in negative publicity and other consequences that could have a materially adverse effect
on the operations, property or assets of the Institution.

Environmental Laws and Regulations

Health care providers are subject to a wide variety of federal,  state and local environmental and
occupational health and safety laws and regulations. Among the types of regulatory requirements faced by
health care providers are air and water quality control requirements applicable to asbestos,  polychlorinated
biphenyls,  and radioactive substances; requirements for providing notice to employees and members of
the public about hazardous materials handled by or located at a health care facility; and requirements for
training employees in the proper handling and management of hazardous materials and wastes.

In their role as owners and/or operators of properties or facilities,  hospitals may be subject to
liability for investigating and remedying any hazardous substances located on the property, including any
such substances that migrate off the property. Typical health care provider operations include, without
limitation, the handling, use, storage, transportation, disposal and/or discharge of medical and/or other
hazardous materials,  wastes,  pollutants or contaminants.  As a result,  such operations are particularly
susceptible to the risks associated with compliance with such laws and regulations. Failure to comply may
result in damage to individuals,  property or the environment; may interrupt operations and/or increase their
cost; may result in legal liability,  damages, injunctions or fines; and may result in investigations,
administrative proceedings, penalties or other government agency actions. At the present time, the
Institution is not aware of any pending or threatened environmental claim, investigation or enforcement
action which, if determined adversely, would have material adverse consequences.

Financial Distress of Private Health Plans

The Institution may also be affected by the financial instability of the HMOs, PPOs and other third-
party payors.  For example, if the regulators place a financially-troubled third party payor into rehabilitation
under state law, or if a third-party payor files for protection under the federal bankruptcy laws, it is
unlikely that health care providers will be reimbursed in full for services furnished to enrollees of the third-
party payor.  Also, health care providers may be required by law or court order to continue furnishing
health care services to the enrollees of an insolvent third-party payor,  even though the providers may not
be reimbursed in full for such services.

CONTINUING DISCLOSURE

Rule 15c2-12

The Authority has determined that no financial or operating data concerning the Authority is
material to any decision to purchase, hold or sell the Series D Bonds and the Authority will not provide
any such information.  The Obligated Group has undertaken all responsibilities for any continuing
disclosure to Bondowners as described below, and the Authority shall have no liability to the Bondowners
or any other person with respect to such disclosures.

The Obligated Group has covenanted for the benefit of Bondowners to provide certain financial
information and operating data relating to the Obligated Group by not later than 120 days following the
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end of the Obligated Group’s Fiscal Year beginning with the Fiscal Year ending September 30, 2002 (the
"Annual Report"),  and to provide notices of the occurrence of certain enumerated events,  if deemed by
the Obligated Group to be material.   The Annual Report will be filed on behalf of the Obligated Group with
each Nationally Recognized Municipal Securities Information Repository and with the appropriate State
Repository if such repository is established (collectively, a "Repository").   The notices of material events
will be filed on behalf of the Obligated Group with the Municipal Securities Rulemaking Board.  The
specific nature of the information to be contained in the Annual Report or the notices of material events
is summarized in Appendix E—"FORM OF CONTINUING DISCLOSURE AGREEMENT".  These
covenants have been made in order to assist the Underwriter in complying with Rule 15c2-12 promulgated
by the Securities and Exchange Commission.  

Quarterly Disclosure

Pursuant to the Agreement,  the Institution has agreed to furnish, or cause to be furnished, to the
Authority,  the Trustee and each Bondowner who has so requested such information, no later than 45 days
subsequent to the last day of each fiscal quarter,  copies of its unaudited quarterly financial statements and
its hospital utilization statistics of the type customarily prepared for hospital administration.

TAX EXEMPTION

In the opinion of Palmer & Dodge LLP, Bond Counsel to the Authority,  under existing law interest
on the Series D Bonds is excluded from the gross income of the owners of the Series D Bonds for federal
income tax purposes.  Interest on the Series D Bonds is not an item of tax preference for purposes of the
federal alternative minimum tax imposed on individuals and corporations.  Interest on the Series D Bonds
will be taken into account,  however,  in determining adjusted current earnings for the purpose of computing
the alternative minimum tax imposed on corporations (as defined for federal income tax purposes).

The IRC establishes certain requirements that must be continuously satisfied subsequent to the
issuance of the Series D Bonds in order for interest on the Series D Bonds to remain excluded from gross
income for federal income tax purposes.  These requirements include restrictions on the use, expenditure
and investment of bond proceeds and the payment of rebates,  or penalties in lieu of rebates,  to the United
States.   Failure to comply with these requirements may cause interest on the Series D Bonds to become
included in the gross income of the owners thereof for federal income tax purposes retroactive to the date
of issuance of the Series D Bonds.  The Institution and, to the extent necessary, the Authority,  have
covenanted to take all lawful action necessary under the IRC to ensure that interest on the Series D Bonds
will remain excluded from gross income for federal income tax purposes and to refrain from taking any
action which would cause interest on the Series D Bonds to become included in such gross income.  

Prospective purchasers of the Series D Bonds should be aware that the IRC denies a deduction for
interest on indebtedness incurred or continued to purchase or carry the Series D Bonds, or,  in the case of
a financial institution, for that portion of the owner’s interest expense allocated to interest on the Series
D Bonds and, for insurance companies subject to the tax imposed by Section 831 of the IRC, reduces the
deduction for losses incurred by 15 percent of the sum of certain items, including interest on the Series D
Bonds.  In addition,  interest on the Series D Bonds earned by certain corporations could be taken into
account in determining the foreign branch profits tax imposed by Section 884 of the IRC, and may be
included in passive investment income subject to federal income taxation under Section 1375 of the IRC
applicable to certain S corporations.  The IRC also requires recipients of certain social security and
railroad retirement benefits to take into account receipts and accruals of interest on the Series D Bonds in
determining the portion of such benefits that are included in gross income, and receipt of investment
income, including interest on the Series D Bonds, may disqualify the recipient thereof from obtaining the
earned income credit under Section 32(i) of the IRC.  

In the opinion of Bond Counsel,  under existing law, interest on the Series D Bonds and any profit
on the sale thereof are exempt from Massachusetts personal income taxes, and the Series D Bonds are
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exempt from Massachusetts personal property taxes. Bond Counsel has not opined as to other
Massachusetts tax consequences arising with respect to the Series D Bonds.  Prospective purchasers should
be aware, however,  that the Series D Bonds are included in the measure of Massachusetts estate and
inheritance taxes, and the Series D Bonds and the interest thereon are included in the measure of
Massachusetts corporate excise and franchise taxes.   Bond Counsel has not opined as to the taxability of
the Series D Bonds or the income therefrom under the laws of any state other than Massachusetts.

No assurance can be given that future legislation will not have adverse tax consequences for the
owners of the Series D Bonds.

On the date of delivery of the Series D Bonds, the original purchasers will be furnished with an
opinion of Bond Counsel substantially in the form attached hereto as Appendix D—"PROPOSED FORM
OF BOND COUNSEL OPINION."

LEGALITY OF THE SERIES D BONDS FOR INVESTMENT AND DEPOSIT

The Act provides that the Series D Bonds are securities in which all public officers and public
bodies of the Commonwealth and its political subdivisions, all Massachusetts insurance companies,  trust
companies,  savings banks, cooperative banks, banking associations, investment companies,  executors,
administrators,  trustees and other fiduciaries may properly and legally invest funds, including capital in
their control or belonging to them.  The Series D Bonds, under the Act,  are securities which may properly
and legally be deposited with and received by any Commonwealth or municipal officer or any agency or
political subdivision of the Commonwealth for any purpose for which the deposit of bonds or obligations
of the Commonwealth is now or may hereafter be authorized by law.

DESCRIPTION OF RATINGS

Moody' s Investors Service, Inc. and Standard & Poor' s have assigned their  municipal bond
ratings of "Baa2" and "BBB-", respectively to the Series D Bonds. 

The ratings are not a recommendation to buy, sell or hold the Series D Bonds, and such rating may
be subject to revision or withdrawal at any time by the respective rating agency.  Any downward revision
or withdrawal of a rating may have an adverse effect on the market price of the Series D Bonds.  Any
further explanation as to the significance of the above rating may be obtained only from the respective
rating agency.  Generally,  rating agencies base their ratings on the information and materials furnished to
them and on investigations, studies and assumptions.

COMMONWEALTH NOT LIABLE ON THE SERIES D BONDS

The Series D Bonds shall not be deemed to constitute a debt or liability of the Commonwealth or
any political subdivision thereof,  or a pledge of the faith and credit of the Commonwealth or any such
political subdivision, but shall be payable solely from the Revenues derived by the Authority under the
Agreement.   Neither the faith and credit nor the taxing power of the Commonwealth or of any political
subdivision thereof is pledged to the payment of the principal of or the interest on the Series D Bonds.  The
Act does not in any way create a so-called moral obligation of the Commonwealth or of any political
subdivision thereof to pay debt service on the Series D Bonds in the event of default by the Institution.
The Authority does not have taxing power.
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UNDERWRITING

The Series D Bonds are being purchased for reoffering by the underwriter listed on the cover
hereof (the "Underwriter") pursuant to a Purchase Contract between the Authority and the Underwriter.
The Underwriter has agreed to purchase the Series D Bonds at a purchase price equal to $27,873,356.80
(representing a net original issue premium in the amount of $69,356.80 and an underwriter' s discount in
the amount of $196,000.00),  plus accrued interest,  and to reoffer such Series D Bonds at the initial
reoffering prices or yields set forth on the cover page hereof,  plus accrued interest to the date of delivery.
The obligations of the Underwriter are subject to certain terms and conditions contained in the Purchase
Contract.   The Underwriter will be obligated to purchase all of the Series D Bonds if any of the Series D
Bonds are so purchased.  The Institution has agreed to indemnify the Underwriter and the Authority against
certain liabilities,  including certain liabilities arising under federal and state securities laws.  The
Underwriter may offer and sell the Series D Bonds to certain dealers (including dealers depositing Bonds
into investment trusts,  certain of which may be sponsored or managed by the Underwriter) and others at
prices or yields lower than the public offering prices or yields stated on the cover page hereof.   The initial
offering prices or yields set forth on the cover page of this Official Statement may be changed from time
to time by the Underwriter.

LEGAL MATTERS

All legal matters incidental to the authorization and issuance of the Series D Bonds by the
Authority are subject to the approval of Palmer & Dodge LLP,  Boston,  Massachusetts,  Bond Counsel,
whose opinion approving the validity and tax exempt status of the Series D Bonds will be delivered with
the Series D Bonds.  A copy of the proposed form of the opinion of Bond Counsel is attached hereto as
Appendix D.  Certain legal matters will be passed on for the Obligated Group by its counsel,  McDermott,
Will & Emery, Boston, Massachusetts.   Certain legal matters will be passed on for the Underwriter by its
counsel,  Hawkins, Delafield & Wood, New York, New York.

There is not now pending any litigation restraining or enjoining the issuance or delivery of the
Series D Bonds or questioning or affecting the validity of the Series D Bonds or the proceedings and
authority under which they are to be issued.  Neither the creation, organization, or existence of the
Authority,  nor the title of the present members or other officers of the Authority to their respective offices
is being contested.  See Appendix A with respect to any material litigation affecting the Institution.

MISCELLANEOUS

The references to the Act and the Agreement are brief summaries of certain provisions thereof.
Such summaries do not purport to be complete,  and reference is made to the Act and the Agreement for
full and complete statements of such provisions.  The agreements of the Authority with the owners of the
Series D Bonds are fully set forth in the Agreement,  and neither any advertisement of the Series D Bonds
nor this Official Statement is to be construed as constituting an agreement with the Bondowners.   So far
as any statements are made in this Official Statement involving matters of opinion, whether or not
expressly so stated, they are intended merely as such and not as representations of fact.   Copies of the
documents mentioned in this paragraph are on file at the offices of the Authority and of the Trustee.

Information relating to DTC and the book-entry system described herein under the heading "THE
SERIES D BONDS—Book-Entry-Only System" has been furnished by DTC and is believed to be reliable.

Attached hereto as Appendix A is a letter from the Obligated Group to the Authority which
contains certain information relating to the Obligated Group.  While the information contained therein is
believed to be reliable,  the Authority and the Underwriter make no representations or warranties
whatsoever with respect to the information contained therein.  Attached hereto as Appendix B are the
audited financial statements of the Obligated Group and the report of its independent certified public
accountants.
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The Authority and the Underwriter have relied on the information contained in Appendix A and
the financial statements contained in Appendix B.

Appendix C-l—"DEFINITIONS OF CERTAIN TERMS," Appendix C-2—"SUMMARY OF THE
MASTER INDENTURE", Appendix C-3—"SUMMARY OF THE SUPPLEMENTAL INDENTURE",
and Appendix C-4—"SUMMARY OF THE AGREEMENT" and Appendix D—"PROPOSED FORM OF
BOND COUNSEL OPINION" have been prepared by Palmer & Dodge LLP, Bond Counsel to the
Authority.

Appendix E—"FORM OF CONTINUING DISCLOSURE AGREEMENT" has been prepared by
Hawkins, Delafield & Wood in its capacity as the counsel to the Underwriter.

All appendices are incorporated as integral parts of this Official Statement.

The Institution has reviewed the portions of this Official Statement describing the Institution, the
Obligated Group, Plan of Finance, Estimated Sources and Uses of Funds and Bondowners’ Risks, and has
furnished Appendix A to this Official Statement,  and has approved all such information for use with this
Official Statement.   At the closing for the Series D Bonds, the Institution will certify that such portions of
this Official Statement,  except for any projections and opinions contained in such portions, do not contain
any untrue statement of a material fact or omit to state a material fact required to be stated therein or
necessary to make such statements therein, in the light of the circumstances under which they are made,
not misleading.

The execution and delivery of this Official Statement by its Executive Director has been duly
authorized by the Authority.

MASSACHUSETTS HEALTH AND EDUCATIONAL
FACILITIES AUTHORITY

By: /s/ BENSON T. CASWELL                           
      Executive Director
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LETTER FROM THE OBLIGATED GROUP
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June 27, 2002 
Massachusetts Health and Educational 
Facilities Authority 
99 Summer Street, Suite 1000 
Boston, Massachusetts 02110 
 
Dear Members of the Authority: 
 
 In connection with the issuance by the Massachusetts Health and Educational Facilities Authority 
(the “Authority”) of its Revenue Bonds, Milford-Whitinsville Regional Hospital Issue, Series D (the 
“Series D Bonds”), we are pleased to submit the following information regarding Milford-Whitinsville 
Regional Hospital, Inc. (the “Hospital” or “MWRH”), MWRH Corporation (the “Parent”) and Tri-County 
Medical Associates, Inc. (“TCMA” or “Tri-County”), the Series D Bonds and other pertinent matters for 
inclusion in this Official Statement.  The Hospital, the Parent, and TCMA are jointly and severally 
obligated to repay the indebtedness evidenced by the Series D Bonds and are referred to herein, 
collectively, as the “Obligated Group.”  As used hereinafter and unless otherwise indicated by the context, 
all utilization and financial data for any year refers to the fiscal year ending on September 30.  All 
locations are in Massachusetts unless otherwise noted herein. 
 

HISTORY AND ORGANIZATIONAL STRUCTURE 
 
Milford-Whitinsville Regional Hospital, Inc. 
 
 The Hospital, a not-for-profit community teaching hospital, has been in continuous operation 
since its founding in 1903.   The Hospital is licensed by the Massachusetts Department of Public Health 
(“DPH”) to operate facilities in three locations: Milford, Northbridge and Franklin.  The Hospital is an 
affiliate of the University of Massachusetts Medical School (the “Medical School”) and UMass Memorial 
Medical Center, Inc. ("UMass Memorial") for teaching and certain clinical services. 
 
 The buildings on the Milford campus contain approximately 187,200 square feet and are located 
on a 14.2-acre site.  Milford is approximately 15 miles southeast of Worcester and 40 miles southwest of 
Boston.  The Hospital is licensed to operate 116 beds at the Milford campus, comprised of 92 medical-
surgical-pediatric, 10 intensive-coronary care and 14 obstetrical beds (and 15 newborn bassinets). 
 
 The former Whitinsville Hospital, now called the Whitinsville Medical Center (the “Whitinsville 
Division”), is located in Whitinsville (a village within Northbridge), approximately nine miles west of the 
Milford campus, and is a satellite clinic of the Hospital.  Whitinsville Hospital was founded in 1913  and 
was operated independently until 1974, when it was merged with the Hospital.  The Whitinsville Division 
is located in a three story building containing approximately 20,300 square feet.  In order to achieve 
operating efficiencies and assure high quality care, the medical-surgical beds, related ancillary services 
and emergency services at the Whitinsville Division campus were transferred to the Milford campus in 
the 1980s.  The Hospital and TCMA provide family medicine, urgent care, and other outpatient services 
at the Whitinsville Division.  Ancillary services provided at the Whitinsville Division include laboratory, 
radiology, and physical therapy, plus an adult day health program operated by a local long term care 
facility through a lease arrangement with the Hospital. 
 
 The Hospital is also licensed to operate a satellite clinic, called the Pastorello Medical Center (the 
“Pastorello Division”), in Franklin, approximately ten miles southeast of the main campus.  The  
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Pastorello Division was opened in 1976 and is named for the late Dr. Ernest Pastorello, a general 
practitioner.  In 2001, the Pastorello Division moved to its current location, a one story professional 
building containing approximately 16,000 square feet.  TCMA provides physician services at the 
Pastorello Division, including internal medicine, rheumatology, and podiatry, and the Hospital and 
TCMA provide urgent care services as well as laboratory and radiology services.  The Hospital and 
TCMA have other offices located near the Pastorello Division including physical therapy and physician 
offices for family practice, pediatrics, and obstetrics/gynecology. 

 The Visiting Nurse Association of Greater Milford-Northbridge Area, Inc. (the “VNA”), a not- 
for-profit home health agency, with its office located in Mendon, was established in 1924.  In 1997, the 
VNA merged with the Hospital and became a Hospital department (the “VNA Division”).  The VNA 
Division provides home health care services to patients in the Hospital’s primary and secondary service 
areas. 
 
 In 1999 and 2000, the Hospital was identified as one of the one hundred top hospitals in the 
HCIA-Sachs Institute 100 Top HospitalsTM Benchmarks for Success study.  This study recognizes the 
nation’s hospitals that have achieved excellence in quality of care, efficiency of operations and 
sustainability of overall financial performance.  The study is based solely on objective, quantitative 
performance data from the HCIA-Sachs MedPAR database, Medicare cost reports, and other publicly 
available data.  The data are consistent and complete across all U. S. hospitals and are analyzed in groups 
based on the size and teaching status of each hospital.  Seven overall measures are used to determine 
performance: risk-adjusted mortality index; risk-adjusted complications index; severity-adjusted average 
length of stay; expense per adjusted discharge; profitability; proportion of outpatient revenue; and 
productivity (total asset turnover ratio).  These criteria are weighted equally in the evaluation process.  
The Hospital is one of two “medium community hospitals” (100 to 250 beds) in Massachusetts named in 
the 1999 study, and the only “medium community hospital” in Massachusetts named in the 2000 study. 
HCIA-Sachs Institute has not yet identified the one hundred top hospitals for 2001.  The HCIA-Sachs 
Institute is the research and education division of HCIA-Sachs (now known as Solucient), and is 
dedicated to the improvement of the health care industry through improved information.  The HCIA-
Sachs Institute has been publishing the 100 Top HospitalsTM Benchmarks for Success study annually since 
1993.   
 
Tri-County Medical Associates, Inc. 
 
 TCMA is a not-for-profit corporation that was established in 1992 as a medical group practice.  It 
operates for the benefit of the Hospital by assisting the Hospital in carrying out its charitable purpose of 
promoting health in its service area.  TCMA is governed by a board of 10 trustees composed of the 
following: the CEO of TCMA, seven trustees appointed by the physician employees of TCMA, and two 
trustees appointed by the Parent.  The TCMA Review Committee, composed of the CEO of TCMA and 
the two TCMA trustees appointed by the Parent, is responsible for setting physician compensation, 
reviewing and approving annual operating and capital budgets, and approving each transaction that would 
involve incurring new debt through lender financing or guaranteeing the lender-financed debt of others.  
TCMA has 63 providers including 29 full-time employed physicians (predominantly primary care), 17 
part-time employed physicians (predominantly primary care), 9 contracted physicians, and 8 nurse 
practitioners.  Services are provided at 17 sites. 
 
MWRH Corporation 
 
 The Parent is a not-for-profit corporation and is the sole member (or corporate “parent”) of the 
Hospital and TCMA.  The Parent was established in 1984 to support the mission of the Hospital and to 
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engage in fundraising efforts.  Although the Parent is the sole member of the Hospital, the primary 
decision-making body with respect to matters affecting the Hospital and its operations is the Board of 
Trustees of the Hospital.  The Parent is governed by a board of 14 trustees, elected by approximately 250 
corporators who are residents of the communities served by the Hospital. 

 
 

GOVERNANCE 
 
 The Hospital is governed by a Board of Trustees appointed by the Parent, consisting of 33 
members who are residents of many of the towns in the Hospital’s primary service area.  Members of the 
Hospital Board of Trustees may serve an unlimited number of staggered three-year terms. 
 
 The Executive Committee of the Hospital’s Board of Trustees includes the officers of the Board, 
11 other trustees, the Medical Staff officers (President, Vice President, and Secretary) and the President 
and Chief Executive Officer of the Hospital.  The 11 non-officer trustees may serve on the Executive 
Committee for up to six consecutive years.  The Hospital Board of Trustees and Executive Committee 
generally meet in alternating months during the year.  All actions of the Executive Committee must be 
ratified by the Board of Trustees. 

Board of Trustees 
 
 The members of the governing boards for each of the Obligated Group members are marked 
below as follows:  Hospital (H) with the Hospital officers as noted; the Hospital Executive Committee 
(E); the Parent (P); TCMA (T), and the TCMA Review Committee (RC).  The initial appointment date 
indicated below refers to membership on the Hospital board except where the member is not a Hospital 
trustee (in which case the applicable Parent or TCMA initial appointment date is provided). 
 

Board Member 

Boards and 
Board 

Committee(s) 

Year of 
Initial 

Appointment Principal Affiliation 

John A. Rauth, Hospital 
Chairman 

H, E, P, T, 
RC 

1974 (Retired) Sales Representative 
Whitinsville Machine Works, 
Whitinsville 

Paul D. Bozzini, Hospital 
Vice Chairman 

H, E, P 1974 President, Milford Federal Savings 
Bank, Milford 

Roger V. Calarese, Hospital 
Vice Chairman 

H, E, P, T, 
RC 

1982 President, Calarese Development, 
Franklin 

Harold D. Gould, Jr., 
Hospital Vice Chairman 

H, E, P 1974 Attorney, Private Practice, Uxbridge 

William B. Gannett, 
Hospital Clerk 

H, E, P 1974 (Retired) Vice President, Drex 
Associates, Hopedale 

Kenneth J. Redding, 
Hospital Assistant Clerk 

H, E 1990 Partner, Redding & Redding, 
Certified Public Accountants, 
Uxbridge 

Robert J. McConnell, Jr., 
Hospital Treasurer 

H, E, P 1995 (Semi-retired) Certified Public 
Accountant, Northbridge 
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Board Member 

Boards and 
Board 

Committee(s) 

Year of 
Initial 

Appointment Principal Affiliation 

Francis M. Saba, President 
and CEO 

P 1990 President and Chief Executive 
Officer, Milford-Whitinsville 
Regional Hospital and MWRH 
Corporation 

Tina Afonso H, E, P 1997 Owner, Afonso Realty, Milford 

Louis P. Bertonazzi H, E 1998 (Retired) State Senator, Milford 

Richard G. Buma H, E, P 1980 Owner, Buma-Sargent Funeral 
Home, Milford 

Christine H. Burke 
 
 
M. Catherine Burke, M.D. 

H, E 

 

H 

1997 
   
 

1998 

Attorney, Private Practice, 
Hopkinton  

Emergency Department Physician, 
Orion Emergency Services, Milford 

Luis A. Carreiro, M.D. T 2000 Internist, TCMA, Franklin 

Philip J. Ciaramicoli, CEO T, RC 2001 Chief Executive Officer, TCMA 

Emmett A. Clemente, M.D. T 2000 Internist, TCMA, Milford 

Albert A. Crimaldi, M.D. H, E, P 1994 Gastroenterologist, Private Practice, 
Hopedale 

Frederick J. Curley, M.D. T 2000 Pulmonologist, TCMA, Hopedale 

Dino B. DeBartolomeis H, E 1997 Selectman, Milford,  Employed at 
Massachusetts Department of 
Rehabilitation, Milford 

Henry F. Freniere H, E, P 1976 (Retired) Underwriter, Chartered 
Life, Franklin 

Nancy F. Gannett H, E 1974 Homemaker, Hopedale 

Maryellen L. Gray H, E 1997 Guidance Counselor, Nipmuc High 
School, Mendon 

Warren S. Heller H, E 1997 Attorney,  Private Practice,  Milford 

Marvin E. Hill H 1991 Owner, Hill Financial Services, 
Milford 

Marjorie E. Kenney H, P 1997 Nursing Director, Medway Manor, 
Medway 

Francis J. Larkin H 1974 Dean, Southern New England Law 
School, North Dartmouth 

Bart R. Lawless H 1997 Vice President, Insurance and 
Investments, Milford National Bank, 
Milford 
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Board Member 

Boards and 
Board 

Committee(s) 

Year of 
Initial 

Appointment Principal Affiliation 

Patrick R. McSweeney, 
M.D. 

T 2000 Internist, TCMA, Franklin 

Arthur V.O. Moore, M.D. T 2000 Internist, TCMA, Bellingham 

William G. Muller, M.D. H 1994 Internist, Tri-River, Uxbridge 

John N. Pandiscio, M.D. P 2002 Family Practitioner, Private Practice, 
Hopkinton 

Henry  C. Papuga H, E 1987 President, Milford Water Company, 
Milford 

Luigi G. Querusio, M.D. H 1994 Surgeon, Private Practice, Milford 

Robert B. Redden, Ed.D. H 1985 Audiologist, Private Practice, 
Milford 

Fernando T. Rodrigues H 1974 Real Estate Agent, Afonso Real 
Estate, Milford 

Daniel Ruggerio H 1997 Owner, Ruggerio Funeral Home, 
Milford 

Barbara A. Rugo, M.D. T 2000 Pediatrician, TCMA, Milford 

Thomas C. Sawyer H 1996 Publisher, Milford Daily News, 
Milford 

Margaret M. Sweeney H 1997 Homemaker, Westboro 

William A. Tosches,  M.D. H, P 1994 Neurologist, Private Practice, 
Hopedale 

Robert R. Vallee H 2002 Owner, RR Vallee Jewelers, 
Franklin 

Linda L. Varney H 1990 Owner, Varney Brothers Concrete, 
Bellingham 

Brian E. Wolf, M.D. T 2000 General Surgeon, TCMA, Milford 

 
 
Management 
 
 The senior management team of the Hospital (“Management”) consists of the President and Chief 
Executive Officer and six others:  Executive Vice President/CFO; Vice President for Patient Care 
Services; Vice President for Human Resources; Vice President for Medical Staff Development/TCMA 
Chief Executive Officer; Executive Director for Development; and Medical Director of Quality and 
Education. 
 
 Francis M. Saba, age 52, President and Chief Executive Officer (“CEO”), joined the Hospital 
in 1988.  Previously, he served as Associate Vice Chancellor and Assistant to the Chancellor at the 
University of Massachusetts Medical School in Worcester from 1980 to 1988 and as Administrative 
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Assistant for General Administration at Children’s Hospital in Boston from 1976 to 1980.  Mr. Saba 
earned an A.B. degree from Harvard College and an M.H.S.A. degree from the University of Michigan.  
Mr. Saba also serves as CEO for the Parent and is an ex officio member, without vote, of the Board of 
Trustees of the Parent. 
 
 Edward J. Kelly, age 41,  Executive Vice President and Chief Financial Officer (“CFO”),  
joined the Hospital in 1993.  Previously, he was at MetroWest Medical Center (created by the merger in 
1992 of Framingham Union Hospital and Leonard Morse Hospital) and Leonard Morse Hospital from 
1986 to 1993 serving as Controller and Assistant Controller, respectively.  Prior to 1986, Mr. Kelly 
worked at St. Elizabeth’s Medical Center and Beth Israel Hospital, both in Boston.  He earned a B.S. 
degree from Babson College and an M.B.A. degree from Bentley College.  He is a fellow of the 
Healthcare Financial Management Association.  Mr. Kelly also serves as CFO for the Parent, TCMA and 
the Milford-Whitinsville Healthcare Consortium, Inc., a physician/hospital organization. 
 
 Cheryl L. Bonasoro, age 52, Vice President, Patient Care Services, joined the Hospital in 
1999.  From 1988 to 1999, Ms. Bonasoro served as Vice President for Patient Care Services at Morton 
Hospital in Taunton and, from 1983 to 1987, as an Assistant Director of Nursing (Medical/Surgical 
Division) at Worcester Memorial Hospital.  Ms. Bonasoro earned a B.S. degree in Nursing from Boston 
College and a M.S. degree in Administration of Nursing Services from Boston University.  Ms. Bonasoro 
is a member of the Massachusetts Organization of Nurse Executives and the American Organization of 
Nurse Executives. 
 
 Linda Greason, age 46, Vice President, Human Resources, joined the Hospital in 1995.  Prior 
to joining the Hospital, Ms. Greason held management positions at Lahey Clinic in Burlington and 
University of Massachusetts Medical Center in Worcester.  Ms. Greason earned a B.A. degree from Bates 
College.  Ms. Greason is a member of the Massachusetts Health Care Human Resource Association and 
the Human Resources Management Association of Central Massachusetts. 
 
 Phillip J. Ciaramicoli, Jr., age 50, Vice President for Medical Staff Development/TCMA 
Chief Executive Officer, joined the Hospital in 2001.  Prior to joining the Hospital, Mr. Ciaramicoli 
served as a Trustee of the Hospital and as Chairman of the Board of Trustees for TCMA.  He is a certified 
public accountant and was a partner in the CPA firm of Carlin, Charron, and Rosen, LLP.  Prior to joining 
Carlin, Charron, and Rosen, LLP, Mr. Ciaramicoli worked for 10 years at Deloitte & Touche, LLP in the 
audit and tax departments.  Mr. Ciaramicoli earned a B.S. degree from Holy Cross College, an M.B.A. 
degree from University of Massachusetts at Amherst, and an M.S.T. degree from Bentley College.  Mr. 
Ciaramicoli is a member of the Massachusetts Society of Certified Public Accountants and the American 
Institute of Certified Public Accountants. 
 
 Timothy R. Martin, age 36, Executive Director for Development, joined the Hospital in 
March 2002.  From 1999 to 2002 he was the Director of Development at East Catholic High School in 
Manchester, Connecticut.  Prior to 1999, Mr. Martin worked for the Massachusetts Brain Injury 
Association of Worcester and the Greater Springfield Senior Services of Springfield.  Mr. Martin earned a 
B.S. degree from Fairfield University. 
 
 Glenn D. Focht, M.D., age 37, Medical Director of Quality and Education, joined the 
Hospital in his current position and joined TCMA as an Internist in 1999.  From 1994 to 1999, Dr. Focht 
worked as an Internist at Tri-River Family Health Center in Uxbridge.  Dr. Focht was a resident at the 
University of Massachusetts Medical School from 1990 to 1994, serving his final year as Chief Medical 
Resident.  Dr. Focht earned an M.D. degree at the University of Pennsylvania School of Medicine.  Dr. 
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Focht is board certified by the American Board of Internal Medicine, and is a Clinical Instructor at the 
Medical School. 
 
 

THE SERIES D PROJECT 
 
 The Series D Project involves the following components: 
 

1. constructing, furnishing and equipping an approximately 46,000 gross square feet, three story 
building on the Milford campus, to be used as: (i) a medical/surgical unit comprised of 24 
beds (12 newly-licensed beds and 12 replacement beds), a surgical center including pre-
admission testing, 8 operating rooms (including 2 new operating rooms), post-anesthesia care 
unit, and surgical day care; (ii) additional obstetrics intake and triage space; (iii) additional 
newborn nursery space; (iv) relocated administrative offices; and (v) a new cafeteria; 

2. renovating approximately 5,000 gross square feet of existing space on the Milford campus to 
change such space from the cafeteria and morgue to a new kitchen; 

3. renovating approximately 4,200 gross square feet of existing space on the Milford campus to 
change such space from administrative office space to operating room office space and 
central sterile supply storage; 

4. constructing, furnishing and equipping an approximately 4,200 gross square feet addition of a 
partial new floor on top of an existing building on the Milford campus, to be used as: (i) 
additional laboratory space; (ii) swing space for temporary moves during construction; and 
(iii) space for mechanical infrastructure; 

5. renovating approximately 2,500 gross square feet of existing space on the Milford campus 
and currently used as the existing labor, delivery, recovery, and post-partum unit to add 
private bedrooms and convert some of the existing space to office and storage space;  

6. renovating approximately 500 gross square feet of existing space on the Milford campus to 
change such space from plant operations department space to space for the morgue; and 

7. demolishing a two-story structure on the Milford campus built in 1958. 

 
 The Series D Project may also include the refinancing of an existing mortgage relating to the 
VNA office building located in Mendon, and the constructing, renovating, equipping, improving and 
furnishing of various additional facilities on the Milford campus, the Whitinsville campus, and the 
Mendon office building. 
 
 The total cost of the Series D Project is expected to be $35,000,000.  Series D Bonds will fund 
$28,000,000 of the cost of the Series D Project, and the Hospital will contribute a total of $7 million of its 
own funds to the cost of the Series D Project as follows: $3 million from operations and $4 million from 
fundraising.  
 
 The Hospital has obtained or expects to obtain the consents, approvals, authorizations, 
accreditations, licenses, permits and orders of any governmental or regulatory authority that are required 
for the Series D Project.  The Hospital has obtained a Determination of Need from DPH for a 
$30,000,000 project that involves a somewhat smaller scale and differently configured construction and 
renovation project.  Based on discussions with representatives from DPH, the Hospital believes that DPH 
will grant the amendment to the Determination of Need required for the $35,000,000 Series D Project 
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described above.  The Hospital does not expect a material adverse effect in the unlikely event that the 
amendment is not granted, because the Hospital could proceed with the original project approved by DPH 
without significantly affecting the revenues to be generated. 
 
 
 

HOSPITAL SERVICES 
 
 The description of Hospital services which follows is divided into: (i) inpatient services by 
clinical unit; (ii) outpatient services, which are predominantly located in the Hill Building (defined under 
“Outpatient Services” below); and (iii) other ancillary and outpatient services. 
 
Inpatient Services 
 
 At its Milford campus, the Hospital provides a full range of community hospital services, 
including adult medicine, emergency medicine, surgery, orthopedics, gynecology, obstetrics, and 
pediatrics.  The Hospital’s residency program in internal medicine provides 24-hour-per-day physician 
staffing.  The Hospital’s beds are allocated among its clinical units as follows: 
 

Clinical Unit Licensed Beds Beds in Operation 
 

Medical/Surgical/Pediatrics: 
Gannett 31 31 
Fifth Floor 25 25 
Fourth Floor 36 30 
   
Sub Total 92 86 
   
Other: 
Intensive Care 10 10 
Obstetrics 14 14 
   
Total 116 110 

 
Gannett 
 
 Gannett, which is contiguous to Intensive Care, contains a 25-bed telemetry unit and a 6-bed 
progressive care unit. Gannett focuses primarily on patients with cardiac monitoring requirements, 
including cardiac and pulmonary care. 
 
Fifth Floor 
 
 The Fifth Floor is a 25-bed medical/surgical unit which primarily services medical patients and 
has seven single-bed and nine double-bed rooms. 
 
Fourth Floor 
 
 The Fourth Floor is a 30-bed medical/surgical/pediatric unit, and generally services surgical and 
pediatric patients.  The Fourth Floor serves as an overflow unit when Gannett and the Fifth Floor are at 
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capacity.  A large portion of pediatric patients serviced on the Fourth Floor are classified as outpatient 
observations, and most are discharged within 24 to 30 hours. 
 
Intensive Care 
 
 Intensive Care is a 10-bed unit (“ICU”), contiguous to Gannett.  All patients admitted to the ICU 
are covered by physicians in the internal medicine residency program. 
 
Obstetrics 
 
 Obstetrics is a 14-bed unit including labor, delivery, recovery, and post-partum rooms.  Obstetrics 
also includes two operating rooms for cesarean sections, as well as ancillary testing rooms. 
 
Outpatient Services 
 
 The Hill Building on the Milford campus is a 38,000 square-foot facility dedicated to outpatient 
services and includes a ground-level centralized registration area for inpatient admitting and outpatient 
registration.  An outpatient laboratory, a phlebotomy station, and other pre-admission testing services are 
located next to the outpatient registration area to help minimize outpatient traffic within the main Hospital 
building.  The construction of the Hill Building, which opened in 1994, was financed by a portion of the 
proceeds of the Series B Bonds (defined below)1.  In 1998, a 9,000 square-foot addition to the Hill 
Building was completed to house the Women’s Center.  The cost of the addition to the Women’s Center 
was financed with a portion of the Series C Bonds (defined below)2.   
 
Emergency Services 
 
 With the completion of the Hill Building in 1994, the size of the Hospital’s Emergency 
Department was increased from approximately 4,500 to approximately 8,500 gross square feet.  This 
comprehensive renovation of the existing Emergency Department, as well as new construction, was 
designed to enable the Emergency Department to care for more patients.  Additional renovation and 
expansion of the Hospital’s Emergency Department commenced in 2001 and will be completed in 2002. 
 
Cardiac Rehabilitation 
 
 The Hill Building also houses the Hospital’s cardiac rehabilitation service.  The cardiac 
rehabilitation service has been in operation for 15 years and is supervised by four cardiologists.  Cardiac 
services were expanded in 1999 to include pulmonary rehabilitation. 
 

                                                 
1 The Series B Bonds, issued by the Authority in 1992 in the amount of $18,500,000, were used to: (i) refinance the 
$13.62 million outstanding balance of the Series A Bonds; (ii) finance the construction of the $4.5 million addition 
to the main Hospital building to house space for expanded emergency and ambulatory services including oncology, 
physical therapy, cardiac rehabilitation, women’s services, and endoscopy; and (iii) finance renovations to and 
equipping of the existing Hospital plant (the “Series B Bonds”). 
2 The Series C Bonds, issued by the Authority in 1998 in the amount of $25,615,000, were used to: refinance the 
$17.7 million outstanding balance of the Series B Bonds and finance the following capital projects: (i) construction 
of an additional floor on the Hill Building to house the Women’s Center; (ii) renovations to the first floor of the 
Whitinsville Division building to provide TCMA family practice physician offices; (iii) renovation and expansion of 
the Hospital’s laboratory; and (iv) provide for various facilities, equipment, furnishings, improvements and 
renovations at the Milford, Whitinsville, Franklin and Mendon sites (the “Series C Bonds”). 
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Oncology 
 
 In March 2002, the Hospital’s oncology services were relocated to the second level of the Hill 
Building, adjacent to the TCMA oncologist’s offices, to accommodate the Emergency Department’s 
expansion as well as growth in oncology services. 
 
Outpatient Surgery 
 
 The outpatient surgery area of the Hill Building includes two minor surgery rooms, an 
ophthalmology procedure room and 12 recovery beds.  The outpatient surgical area is located next to the 
main operating rooms and recovery room. 
 
Endoscopy Services 
 
 The endoscopy suites in the Hill Building include three major procedure rooms and one minor 
procedure room which are supervised by three gastroenterologists and accommodate other specialists as 
necessary.  The endoscopy services in the Hill Building include state-of-the-art video technology and 
monitoring equipment in all rooms. 
 
The Women’s Center 
 
 The floor containing the Women’s Center was added in 1998.  The Center is dedicated to meeting 
women’s health needs.  Its ancillary services include mammography, ultrasound, incontinence and 
urodynamic testing, bone densitometry, and advanced breast biopsy. 
 
Other Ancillary and Outpatient Services 
 
 In addition to the outpatient services provided in the Hill Building, the Hospital provides other  
outpatient radiology and laboratory services within the main Hospital building and in close proximity to 
the Emergency Department and the rest of the Hill Building. 
 
Radiology 
 
 The Radiology Department provides MRI, CT scans, radiography and fluoroscopy, special 
procedures, nuclear medicine and ultrasound services in addition to routine radiology services.  The 
Hospital is presently purchasing a second CT Scanner and is outfitting a radiography and fluoroscopy 
room through an Authority capital lease entered into in April 2002.  The $2,500,000 Authority capital 
lease will also fund related costs and renovations of the equipment and equipment costs for a filmless 
environment (i.e., picture archiving and communications infrastructure). 
 
Laboratory 
 
 The Hospital’s laboratory provides a full range of services to Hospital inpatients and outpatients.  
The laboratory is located in an approximately 5,620 gross square foot area in the main Hospital building.  
Approximately 72% of the Hospital laboratory volume is from outpatients, including phlebotomy services 
provided at the Hospital, the Whitinsville Division, the Pastorello Division, TCMA offices, the VNA 
Division, and other physician offices and nursing homes. 
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PHYSICIAN SERVICES 
 

 The Hospital’s Medical Staff is comprised of physicians employed by TCMA and Tri-River 
Family Health Center (“Tri-River”), and those physicians in private practice in the communities served by 
the Hospital.  Over 90% of the Medical Staff physicians admit exclusively to the Hospital. 
 
TCMA 
 
 Since its incorporation in 1992, TCMA has grown from a few physicians to 46 employed 
physicians (29 full-time and 17 part-time), 9 contracted physicians, and 8 nurse practitioners.  As of 
March 2002, its providers included: 
 

      
 Employed Employed Nurse    
Specialty Full-Time Part-Time Practitioners Contracted Total 
      
Primary Care:      
  Internal Medicine 16 6 2 0 24 
  Family Practice 2 7 1 0 10 
  Obstetrics/Gynecology 1 0 1 1 3 
  Pediatrics 2 4 2 6 14 
  Subtotal: 21 17 6 7 51 
      
Other Specialties:      
  Pulmonary/Critical Care 2 0 1 0 3 
  Oncology 2 0 0 0 2 
  Urology 2 0 0 0 2 
  Rheumatology 1 0 0 0 1 
  General Surgery 1 0 1 0 2 
  Psychiatry 0 0 0 2 2 
  Subtotal: 8 0 2 2 12 
      
Total: 29 17 8 9 63 
      

 
The average age of the TCMA providers is 42.  TCMA accounts for most of the growth in the Medical 
Staff since 1997, which is discussed below.  In 2001, TCMA providers accounted for 39% of the 
Hospital's admissions. 
 
 
Tri-River Family Health Center 
 
 Tri-River is a primary care group practice affiliated with UMass Memorial and the Medical 
School and is located in Uxbridge.  Tri-River is not a member of the Obligated Group, and does not 
control, is not controlled by, and is not under common control with any member of the Obligated Group.  
UMass Memorial leases the Tri-River facility from a local community foundation and staffs the center 
with 16 physicians who have privileges at both UMass Memorial and the Hospital.  The Hospital assisted 
in the organization of Tri-River by contributing approximately $20,000 of initial capital for the Tri-River 
facility upon its organization in 1979.  In 1993, Tri-River expanded its facilities in Uxbridge to quadruple 
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its square footage from approximately 6,000 square feet to approximately 24,000 square feet.  Tri-River 
internists supervise the Medical School’s internal medicine training program at the Hospital as well as its 
outpatient internal medicine training provided at Tri-River.  Tri-River presently employs eight internists, 
six pediatricians, and two obstetricians.  The Tri-River physicians admit substantially all of their patients 
requiring hospitalization to the Hospital, except for tertiary cases.  In 2001, Tri-River physicians 
accounted for 11% of the Hospital’s admissions. 
 
Medical Staff 
 
 The Medical Staff is organized into ten departments:  medicine, family practice, pediatrics, 
surgery, obstetrics and gynecology, psychiatry, pathology, radiology, anesthesia, and emergency 
medicine.  Department chairpersons range in age from 35 to 54, the average age being 44. 
 
The Medical Staff Officers are: 
 
 William G. Muller, M.D., age 51, President of the Medical Staff, joined the Hospital in 1979.  
Dr. Muller graduated from the University of Vermont College of Medicine in Burlington, Vermont.  Dr. 
Muller did his internship and residency in internal medicine at the University of Wisconsin in Madison, 
Wisconsin.  Dr. Muller is board certified by the American Board of Internal Medicine, has obtained a 
certificate in geriatrics, and is an Associate Professor at the Medical School. 
 
 John N. Pandiscio, M.D., age 48, Vice President of the Medical Staff, joined the Hospital in 
1985.  Dr. Pandiscio graduated from the Brown University School of Medicine in Providence, Rhode 
Island.  Dr. Pandiscio did his internship and residency in family practice at Memorial Hospital in 
Pawtucket, Rhode Island.  Dr. Pandiscio is board certified by the American Board of Family Practice, and 
is a Clinical Instructor at the Medical School. 
 
 William J. Shine, M.D., age 43, Secretary of the Medical Staff, joined the Hospital in 1993.  
Dr. Shine graduated from the University of Massachusetts Medical School in Worcester.  Dr. Shine did 
his internship and residency in internal medicine at UMass Memorial, as well as a fellowship in 
cardiovascular medicine.  Dr. Shine is board certified by the American Board of Internal Medicine and 
the American Board of Cardiovascular Medicine, and is an Assistant Professor at the Medical School. 
 
 Applicants for appointment or reappointment to the Medical Staff must provide a completed 
application, description of privileges requested, plus verification of: training for the privileges requested; 
licensure; malpractice insurance coverage; board certification or board eligibility (with certification to be 
achieved within a specified number of years, varying by specialty); Drug Enforcement Agency 
certification; references; and health status.  Applicants for reappointments to all Medical Staff categories 
are credentialed every two years on a staggered basis according to their birth dates.  All applications are 
reviewed by the Medical Staff’s Credentials Committee and by the Hospital’s Board of Trustees. 
 
 As of March 2002, the active Medical Staff of the Hospital consisted of 172 physicians, an 
increase from 133 in 1997 (see the table titled “Active Medical Staff Changes”).  These physicians are 
required to maintain an office in the Hospital’s service area, have unlimited admitting privileges, and may 
vote and hold office. The average age of the active staff is 45.  Associate staff members usually progress 
to active staff after a period of one year, after which they may vote and hold office.  There are 98 
members on the courtesy staff.  The courtesy staff need not maintain an office in the area, have limited 
admitting privileges and may not hold office or vote.  Their average age is 46.  The consultant staff of 
specialists does not admit patients but may see patients on referral.  There are 12 members on the 
consulting staff.  Their average age is 48. 
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 As of March 2002, 89% of the active Medical Staff was board certified, and 6% was board 
eligible.  The table titled “Active Medical Staff” provides a summary by specialty of total active medical 
staff, board certification and eligibility, average age, and 2000 and 2001 admissions. 
 
 In 2001, the top twenty admitting physicians accounted for 39% of total Hospital admissions, and 
the top ten admitting physicians accounted for 25% of total Hospital admissions.  Other than a hospitalist 
(who meets the needs of full-time “office-only” primary care physicians by accepting patients referred by 
primary care physicians for inpatient care, and returning such patients to their primary care physicians for 
post-hospitalization follow-up), no single physician admitted more than 4% of the Hospital’s patients in 
2001.  The specialty, age, board certification, 2001 admissions, and percentages of 2001 admissions for 
the top twenty admitting physicians are shown in the table below.  
 

Top 20 Admitting Physicians by Specialty 
 

   Board 2001 % of Total
Physician Specialty Age Certified Admissions Admissions
    
Internal Medicine 
(hospitalist) 42 Yes 507 6%

Internal Medicine 53 Yes 240 3%

Internal Medicine 48 Yes 200 2%

Cardiology 51 Yes 193 2%

Obstetrics 44 Yes 188 2%

Internal Medicine 49 Yes 179 2%

Obstetrics 47 Yes 163 2%

Internal Medicine 40 Yes 135 2%

Internal Medicine 30 Yes 133 2%

Internal Medicine 54 Yes 129 2%

Internal Medicine 37 Yes 126 2%

Obstetrics 36 No 126 2%

Internal Medicine 56 Yes 125 2%

Internal Medicine 50 Yes 124 1%

Internal Medicine 40 Yes 122 1%

Internal Medicine 61 No 120 1%

Internal Medicine 44 Yes 116 1%

Obstetrics 42 Yes 113 1%

General Surgery 47 Yes 113 1%

Hematology/Oncology 55 Yes 111 1%

Total Top 20 46 90% 3,263 39%
Source:   Hospital Records   
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Active Medical Staff Changes 
1992-2002 

 

  1992  1997  2002  
1992 –
2002  % 

  Count  Count  Count  Change  Change 
Primary Care          
Internal / Family 
Medicine 25  40  54  29  116% 
Obstetrics & Gynecology 7  10  11  4  57% 
Pediatrics    9      11      17      8      89%  
  41  61  82  41  100% 
           
Medical Specialties          
Cardiology 3  4  6  3  100% 
Gastroenterology 2  3  3  1  50% 
Hematology/Oncology 1  1  2  1  100% 
Infectious Disease 1  1  1  0  0% 
Nephrology 2  1  1  (1)  -50% 
Neurology  2  2  3  1  50% 
Pulmonary 1  2  3  2  200% 
Rheumatology   1      1      1      0      0%  
  13  15  20  7  54% 
Surgical Specialties          
General Surgery 4  4  6  2  50% 
Dental  1  1  1  0  0% 
Neurosurgery 1  1  1  0  0% 
Ophthalmology 6  7  7  1  17% 
Orthopedics 5  7  7  2  40% 
Otolaryngology 3  5  3  0  0% 
Plastic Surgery 0  0  1  1  0% 
Podiatry  0  1  0  0  100% 
Thoracic  2  2  2  0  0% 
Urology    2      2      3      1      50%  
  24  30  31  7  29% 
Other           
Anesthesiology 3  7  7  4  133% 
Emergency Medicine 8  10  15  7  88% 
Pediatric Hospitalists 0  0  6  6  100% 
Pathology  2  2  2  0  0% 
Psychiatry  3  3  3  0  0% 
Radiology    4      5      6      2      50%   
  20  27  39  19  95% 
           
TOTAL  98  133  172  74  76% 
 
Source:  Hospital Records
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ACTIVE MEDICAL STAFF 

           

    Active # Board # Board % Board % Board Average  2000 2001 
Specialty   Members Certified Eligible Certified Certified & Elig Age  Admissions Admissions 
           
Anesthesiology * 7 4 2 57% 86% 45  n/a  n/a 
Cardiology  6 6  100% 100% 44  361  418 
Dental  1 1  100% 100% 63  1  6 
Emergency Medicine * 15 14 1 93% 100% 40  n/a  n/a 
Internal / Family Medicine 54 51 1 94% 96% 42  3,718  4,408 
Gastroenterology 3 3  100% 100% 49  53  56 
General Surgery 6 5 1 83% 100% 54  299  400 
Obstetrics & Gynecology 11 10  91% 91% 50  967  1,170 
Hematology/Oncology 2 2  100% 100% 48  131  126 
Infectious Disease 1 1  100% 100% 49  0  0 
Nephrology  1 1  100% 100% 58  41  36 
Neurology  3 2 1 67% 100% 48  26  25 
Neurosurgery  1 1  100% 100% 64  76  100 
Ophthalmology  7 5 2 71% 100% 43  0  1 
Orthopedics  7 3  43% 43% 57  307  329 
Otolaryngology  3 3  100% 100% 51  34  51 
Plastic Surgery  1 1  100% 100% 46  7  6 
Pathology *  2 2  100% 100% 44  n/a  n/a 
Pediatrics  23 21 2 91% 100% 43  853  1,002 
Psychiatry  3 3  100% 100% 48  0  0 
Pulmonary  3 3  100% 100% 47  74  61 
Radiology *  6 6  100% 100% 46  n/a  n/a 
Rheumatology  1 1  100% 100% 46  1  0 
Thoracic  2 1 1 50% 100% 65  28  22 
Urology  3 3  100% 100% 46  68  81 
                    

  172 153 11 89% 95% 45  7,045  8,298 
          

* - Non-Admitting Departments        

Source: Hospital Records         
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TERTIARY HOSPITAL RELATIONSHIP 
 
 The Hospital’s primary tertiary referral relationship is with UMass Memorial, a 761-bed teaching 
hospital in Worcester, Massachusetts.  UMass Memorial is not a member of the Obligated Group, and 
does not control, is not controlled by, and is not under common control with any member of the Obligated 
Group.  UMass Memorial was established by a 1999 merger between the  University of Massachusetts 
Medical Center (“UMMC”) and Memorial Hospital of Worcester.  UMass Memorial is the major teaching 
hospital for the Medical School.  In 1991, the Hospital entered into a formal affiliation agreement with 
UMMC and the Medical School to become a major affiliate for certain collaborative programs and 
strategic planning.  The affiliation was expanded in 1992 when the Hospital became a major teaching site 
for UMMC in internal medicine.  The Medical School provides faculty for grand rounds at the Hospital, 
training in certain technologies, and access for Hospital physicians to teaching programs.  As part of the 
teaching affiliation, all physicians at the Hospital are given the opportunity to obtain faculty appointments 
at the Medical School.  Approximately 43 residents, 40 interns, and 80 medical students rotate through 
the Hospital, the Hospital satellite clinics, and TCMA and other physician offices each year.  The 
residency program permits the Hospital to have physician coverage on-site on the Milford campus at all 
times. 
 
 In 1994, the Hospital entered into an agreement with the Medical School to establish a residency 
program in emergency medicine.  Approximately 24 residents in emergency medicine rotate through the 
Hospital each year, with two residents trained on site each month.  In 1999, the Hospital entered into an 
agreement with the Medical School to establish a residency program in family practice for one resident.  
The internal medicine, emergency department and family practice residency programs have increased 
physician coverage at the Hospital.  Management believes that the residency programs have enhanced the 
Hospital’s ability to retain and recruit key attending physicians, and provide the Hospital with the 
opportunity to recruit high quality graduating residents. 

 In addition, the Hospital has entered into several agreements with UMass Memorial, primarily 
relating to the provision of physician services.  For example, the Hospital purchased professional 
anesthesia services from UMMC (now UMass Memorial) since 1992, including the services of a 
chairman and physician staff who provide full-time coverage in the Hospital’s Anesthesia Department.  
The Hospital has notified UMass Memorial that the Hospital will terminate this anesthesia services 
agreement as of September 30, 2002 (see paragraph 6 under “Strategic Initiatives”).  TCMA also 
purchases professional psychiatric services and services of pediatric hospitalists from UMass Memorial. 
 
 The Hospital has, from time to time, engaged in discussions with other tertiary hospitals.  The 
Hospital could modify at any time, in whole or in part, its current tertiary hospital arrangements. 
 

PRIMARY SERVICE AREA 
 
 The Hospital’s primary service area, defined as those towns which contribute approximately 80% 
of the Hospital’s discharges, had a population of 128,456 according to the 2000 Federal census, and 
consists of  Milford, Franklin, Bellingham, Northbridge (including the village of Whitinsville), Uxbridge, 
Blackstone, Hopedale, Medway and Mendon.  The Hospital’s secondary service area had a population of 
approximately 88,181 according to the 2000 Federal census, and consists of Douglas, Grafton, 
Hopkinton, Holliston, Millis, Wrentham, Upton, Medfield and Millville.  The Hospital’s primary and 
secondary service areas are depicted on the map located at the beginning of this Appendix A. 
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 The population of the Hospital’s primary service area has grown significantly during the last 
decade and is projected to continue to grow through 2010 as shown below: 
 

Population of the Hospital’s Primary Service Area 
 

Town 1980 Census1 1990 Census1 2000 Census1 2010 Census2 
% Change 
1990- 2010 

Milford 23,390 25,355 26,799 26,229 3% 

Franklin 18,217 22,095 29,560 35,701 62% 

Bellingham 14,300 14,877 15,314 15,248 2% 

Northbridge3 12,246 13,371 13,182 13,650 2% 

Uxbridge 8,374 10,415 11,156 13,077 26% 

Blackstone 6,570 8,023 8,804 10,481 31% 

Hopedale 3,905 5,666 5,907 7,819 38% 

Medway 8,447 9,931 12,448 14,355 45% 

Mendon 3,108 4,010 5,286 6,434 60% 

TOTAL 98,557 113,743 128,456 142,994 26% 

Statewide 5,736,296 6,016,316 6,349,097 6,699,448 11% 

 
1   1980, 1990, 2000 United States Department of Commerce, Bureau of the Census 
2   2010 Massachusetts Institute for Social & Economic Research, Population Projections Based on Mid-Level 

projections 
3   Includes Whitinsville 
 

MARKET SHARE, COMPETITION AND UTILIZATION 
 
 The Hospital is the largest provider of hospital services in its primary service area.  Management 
considers MetroWest Medical Center (“MetroWest”), with campuses in Framingham and Natick, to be its 
principal competition.  MetroWest’s Framingham campus is located approximately 15 miles (a 35 minute 
drive) from the Milford campus.  To a lesser degree, Worcester Medical Center is also a competitor.  Both 
MetroWest and Worcester Medical Center are currently owned by Tenet Healthcare Corporation, a 
publicly-traded company and the second largest for-profit hospital chain in the United States. UMass 
Memorial also draws patients from the Hospital’s primary service area, but Management believes that a 
large percentage of such patients represent tertiary cases for whom the Hospital would not have been able 
to provide services.  Landmark Medical Center, located in Woonsocket, Rhode Island, competes with the 
Hospital to a limited degree in the towns of Blackstone and Bellingham. 
 
 The tables below titled “Summary of Primary Service Area Discharges by Hospital” and 
“Hospital and TCMA Statistics Comparison” represent:  (i) a summary of discharges for the Hospital’s 
primary service area for 1997 through 2000; and (ii) a summary of the Hospital’s utilization statistics for 
1997 through 2001 and the six-month periods ended March 31, 2001 and March 31, 2002. 
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Summary of Primary Service Area (1) Discharges  (2)  by Hospital
1997-2000

1997 1998 1999 2000 Chg in No.

Discharges % Discharges % Discharges % Discharges % of Discharges %

Hospital 4,704 37% 4,416 36% 4,565 37% 4,983 40% 279 6%

MetroWest 1,840 15% 1,692 14% 1,515 12% 1,518 12% (322) -18%

St. Vincent's 914 7% 847 7% 831 7% 779 6% (135) -15%

UMass Memorial (3) 1,502 12% 1,525 12% 1,617 13% 1,519 12% 17 1%

8,960 8,480 8,528 8,799 (161)

All Other Hospitals (4) 3,723 29% 3,803 31% 3,733 31% 3,791 30% 68 2%

Total Primary Area 12,683 100% 12,283 100% 12,261 100% 12,590 100% (93) -1%

Statewide 769,827 773,940 774,041 791,658 21,831 3%

(1) Primary Service Area includes the communities of Bellingham, Blackstone, Franklin, Hopedale,
     Medway, Mendon, Milford, Northbridge (including the village of Whitinsville), and Uxbridge and represents
     approximately 80% of discharges.
(2) Does not include newborns
(3) Treated as if UMMC and Memorial Hospital of Worcester were merged for the entire period.
(4) No single hospital represents more than 4% of discharges within the primary service area

SOURCE:   Massachusetts Health Data Consortium
The Massachusetts Health Data Consortium has not yet released data for 2001.
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Hospital and TCMA 
Statistics Comparison 

                  Six-Month  Six-Month 
         Period Ended Period Ended
         March 31, March 31,
Inpatient Statistics 1997 1998 1999 2000 2001 2001 2002
              
Admissions             
   Medical/Surgical 4,232 4,222 4,392 4,790 5,662 2,740 3,007
   Intensive Care 638 573 518 568 608 292 307
   Obstetrics 570 651 604 744 940 438 426
   Pediatrics 210 177 177 227 166 94 86

Subtotal 5,650 5,623 5,691 6,329 7,376 3,564 3,826
   Observation 1,727 1,828 2,193 2,096 1,753 885 901

Total Adult & Pediatric 7,377 7,451 7,884 8,425 9,129 4,449 4,727
Admissions & Observation Patients            

              
Total Adult & Pediatrics 24,761 24,476 25,624 26,560 30,545 15,287 15,992
Patient Days & Observation Stays            

              
Births 541 623 580 722 926 430 417

              
Average Length of Stay (Days)             
   Medical/Surgical 4.3 4.3 4.2 4.0 4.1 4.2 4.0
   Intensive Care 3.8 4.1 4.9 4.5 4.6 4.8 5.0
   Obstetrics 2.6 2.7 2.6 2.7 2.7 2.7 2.8
   Pediatrics 4.1 2.4 2.2 2.2 2.6 2.6 3.2

Subtotal 4.0 4.0 4.1 3.8 3.9 4.0 3.9
   Observation 1.1 1.1 1.2 1.2 1.0 1.0 1.0

Total Adult & Pediatric 3.4 3.3 3.3 3.2 3.3 3.4 3.4
              
Average Daily Census             
   Medical/Surgical 49.6 49.2 50.9 52.0 63.1 63.7 66.4
   Intensive Care 6.6 6.4 7.0 7.0 7.6 7.7 8.5
   Obstetrics 4.0 4.7 4.3 5.5 7.0 6.4 6.5
   Pediatrics 2.4 1.2 1.1 1.4 1.2 1.4 1.5

Subtotal 62.6 61.5 63.3 65.9 78.8 79.1 82.9
   Observation 5.3 5.5 6.9 6.7 4.8 4.9 4.9

Total Adult & Pediatric 67.8 67.1 70.2 72.6 83.7 84.0 87.9
              

Outpatient Statistics             
   Emergency Room Visits 33,731 33,122 35,169 37,877 41,434 19,789 21,070
   Surgical Day Visits 3,348 3,691 3,606 3,578 3,714 1,878 1,915
   Cardiac Rehab Visits 21,926 21,767 26,435 30,535 31,584 15,777 17,462
   Other Outpatient 92,125 100,093 113,064 126,120 147,278 72,109 78,141
   VNA Visits (1) 214,363 169,502 116,320 110,317 98,393 49,764 47,760

Total O/P Visits 365,493 328,175 294,594 308,427 322,403 159,317 166,348
              

Tri-County Physician Visits 63,271 83,120 116,579 149,379 174,585 87,157 94,134
              
              
 Source:  Hospital Records             

 
(1) – Restated to include VNA activity prior to 
          the merger on 10/1/97            
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Management’s Discussion of Utilization 
 
Inpatient 
 
 The Hospital’s medical/surgical admissions (including admissions to the ICU) totaled 
6,270 in 2001, compared to 4,870 in 1997, which was a 29% increase.  The Hospital’s 
medical/surgical admissions totaled 3,314 for the six-month period ended March 31, 2002, 
compared to 3,032 for the same period of the prior year, which was a 9% increase.  Obstetric 
admissions increased to 940 in 2001 which was a 65% increase from 570 in 1997.  Pediatric 
admissions decreased to 166 in 2001 from 210 in 1997 which was a 21% decrease.  The decline 
in pediatric admissions was consistent with pediatric utilization trends of fewer inpatient 
admissions and more outpatient and observation care.  Observation admissions increased 2%, 
from 1,727 in 1997 to 1,753 in 2001.  The decrease in observation cases between 1999 and 2001 
was consistent with industry trends where cases which tend to average 24 to 30 hours are 
considered outpatient observation cases (even though such patients frequently use an inpatient 
bed).  The Hospital’s observation cases have had an average length of stay of 1.0 to 1.2 days (24 
hours to 29 hours) from 1997 through 2001. 
 
 Combined medical/surgical and observation cases increased to 9,129 in 2001, which was 
24% higher than 7,377 in 1997.  Total admissions to the Hospital increased steadily from 5,650 in 
1997 to 7,376 in 2001.  This increase in admissions from 1997 to 2001 can be contrasted with a 
3% increase in state-wide admissions and a 1% decrease in admissions in the Hospital’s primary 
service area from 1997 to 2000.  In the opinion of Management, the combined growth in 
medical/surgical admissions and observation cases of 24% from 1997 to 2001 was due to: (1) the 
growth in the population of the Hospital’s service area at more than twice the rate of the 
Massachusetts average population growth between 1990 and 2000 (source: U.S. Census Bureau, 
1990 Census of Population, File STF1 and Census 2000 Redistricting Data Summary File (P.L. 
94-171)); and (2) the development of the Hospital’s affiliated group practice, TCMA, and the 
overall increase of the Hospital’s Medical Staff from 133 in 1997 to 172 as of March 31, 2002.  
Of this increase, 41 were primary care physicians. 
 
Outpatient 
 
 Outpatient services at the Hospital grew steadily from 1997 through 2001.  Outpatient 
revenue as a percentage of total revenue grew from 51% in 1997 to 58% in 2001.  Emergency 
Department visits increased from 33,731 in 1997 to 41,434 in 2001, a 23% increase.  Outpatient 
surgery cases increased by 11% from 1997 to 2001.  Cardiac rehabilitation visits at the Hospital 
increased by 44% from 1997 to 2001.  Other outpatient services (primarily ancillary services) 
increased by 60% from 1997 to 2001.  Additionally, the Hospital’s total outpatient visits 
increased by 4% from the six-month period ended March 31, 2001 to the six-month period ended 
March 31, 2002.  Management credited the increase in the outpatient volume at the Hospital to 
the increase in the service area population, the increase in the Medical Staff, and the completion 
of the Hill Building which focuses on outpatient services.  TCMA physician visits increased from 
63,271 in 1997 to 174,585 in 2001, which was an increase of 176%. 
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STRATEGIC INITIATIVES 

 
 The Hospital’s principal strategic initiatives are focused on six areas: 
 
1. Recruitment and Retention of Primary Care Physicians  

 
Largely through TCMA, the Hospital’s affiliated physician group practice, the Hospital’s 
primary care physician base has expanded significantly over the past ten years.  This 
growth has been substantial in all primary care areas – internal medicine, family practice, 
obstetrics & gynecology, and pediatrics.  During the next few years the Hospital, its 
Medical Staff and TCMA anticipate replacing departing primary care physicians or 
supplementing selected TCMA sites with new primary care physicians to more efficiently 
utilize the resources at those sites.  In family practice, the focus will be on recruiting 
additional providers to continue the development of the Whitinsville Division as a 
comprehensive family medicine center and to respond to the continued population growth 
in that area.  Any recruitment of pediatric providers will be undertaken to replace any 
departing pediatricians. 

 
 The Obligated Group also expects to place a great deal of emphasis over the next few 

years in strengthening the systems and other infrastructure of TCMA to increase its 
efficiency. 

 
2. Expansion of Surgical Services 
 

The Hospital and its Medical Staff are in the process of recruiting additional surgeons for 
the Hospital, as well as restructuring and expanding its anesthesiology service.  In the last 
two years, the Hospital has recruited two orthopedic surgeons and one general surgeon, 
and plans additional surgical recruitments.  The Hospital has also issued a request for 
proposals relating to the expansion of Thoracic Services on the Milford campus.  This 
service is likely to be provided in a collaborative arrangement with an academic medical 
center.  The Hospital also plans to develop a surgical physician assistants’ program to 
supplement the services of the surgeons.  In anesthesiology, the Hospital will be 
supporting the development of a private group and has recruited a new Chief of 
Anesthesiology for this purpose.  The Chief will also serve as the Medical Director of 
perioperative services with overall responsibility for the management of the operating 
rooms and related services.  In addition, the Hospital is conducting a comprehensive 
review of all the systems in place relating to its surgical service to insure maximum 
effectiveness and efficiency. 
 
Taken together, the new surgeons and allied surgical providers, the new anesthesiology 
group with its new Chief, and the eight operating rooms in the proposed three story 
building (a part of the Project), comprise the Hospital’s plan for the growth and 
improvement of its surgical service. 
 

3. Continued Development of Women’s Health Services 
 

During the last five years, the Hospital has invested heavily in the area of women’s health 
services with the addition of several obstetrician/gynecologists to the staff; the opening of 
the Women’s Center, a facility devoted exclusively to women’s health issues; and the 
introduction of women’s subspecialty services such as perinatology, urogynecology and 
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plastic surgery.  Also, a Young Women’s Health Program, focusing services on eating 
disorders, is currently operating in the Women’s Center.  As a result of this investment, 
the growth in certain Hospital services has been significant, including births, which have 
increased to 940 in 2001 (from 570 in 1997), and women’s diagnostic procedures, 
particularly mammograms and ultrasounds.  In its strategic planning, the Hospital will 
continue to emphasize women’s health services by adding new subspecialty services to 
the Women’s Center, including infertility and expanded plastic surgery. 

 
4. Growth of Emergency Medicine, Imaging and Laboratory Services 
 

The Hospital’s guiding philosophy is to “Do the basics well.”  For a community hospital, 
the “basics” include the core services of adult primary care, maternal and child health and 
adolescent services, as well as emergency care and the key diagnostic services of imaging 
and laboratory.  The Hospital will continue its efforts to improve these basic services as it 
plans for the future.  
 
In addition, the Hospital will continue to add new providers, facilities and technology in 
the areas of emergency medicine, imaging and laboratory.  The Emergency Department is 
currently being expanded to add 10 new treatment rooms, and the Imaging Department is 
being reconfigured to add a second CT scanner and a new radiography and fluoroscopy 
room.  A few years ago, the Hospital laboratory was completely renovated.  The Hospital 
recently hired a pathologist, and has plans for further growth in this area. 

 
5. Expanded Cancer Services 
 

Another strategic initiative for the Hospital is the development of a comprehensive cancer 
center.  Both the Hospital and its Medical Staff believe that to be financially and 
clinically successful the center should be developed in collaboration with an academic 
medical center.  Certain cancer services can best be provided locally at a community 
hospital, while other more specialized, tertiary level care is more appropriately provided 
at an academic medical center.  The planning for such a collaborative arrangement is 
underway. 
 

6. Reviewing the Affiliation with UMass Memorial 
 

The recent creation of UMass Memorial by the merger of UMass Medical Center and 
Memorial Hospital, and subsequent changes in its administration and financial condition, 
have necessitated a re-examination of the Hospital’s affiliation with UMass Memorial.  
However, UMass Memorial continues to be the Hospital’s preferred partner for both 
tertiary referrals and collaboration in certain clinical areas.  In addition, the Hospital 
continues to serve as a major training hospital for students and residents from the Medical 
School, and plans to work with the Medical School in the future to expand the teaching 
programs at the Hospital.  The complementary relationship in which the Hospital serves 
as a strong primary care partner for UMass Memorial, while it provides the Hospital’s 
patients with high quality tertiary and subspecialty services as necessary, will continue to 
be the goal of the affiliation. 
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FUTURE CAPITAL PLANS 
 
 In October 2001, the Hospital began a renovation project in the Emergency Department 
(the “ED Project”).  The ED Project adds 10 new treatment rooms that will increase the number 
of patient beds in the Emergency Department from 17 to 27.  Except for a small addition 
constructed adjacent to the ambulance bay area, the ED Project primarily involves a 
reconfiguration of Hospital space that includes the relocation of the Oncology, Rehabilitation 
Services, Occupational Health and Employee Health Departments.  
 
 The ED Project will be completed in four phases.  The first phase involves the renovation 
of the former Emergency Department registration location to create three private registration 
areas designed to improve patient flow and enhance patient confidentiality.  The second phase 
will increase the number of treatment rooms as well as expand the triage areas.  The third phase 
will convert the space vacated by the Oncology Department into treatment rooms.  The fourth 
phase will renovate the waiting room, including the creation of an area designated for children. 
 
 The ED Project will be completed at the end of June 2002.  The total cost of the ED 
Project, including the relocation of the departments listed above, is estimated to be $3,500,000.  
To date, $800,000 of the ED Project has been funded through donations.  The balance of the ED 
Project will be funded from operations. 

 
 

FINANCIAL INFORMATION 
 
Summary of Revenue and Expenses 
 
 The table below contains a Summary of Revenue and Expenses of the MWRH 
Corporation and its Affiliates on a combined basis, for the five fiscal years ended September 30, 
2001 and the six-month periods ended March 31, 2001 and March 31, 2002.  These were derived 
from the audited combined financial statements for the years ended September 30, 1997, 
September 30, 1998, September 30, 1999, September 30, 2000 and September 30, 2001.  The data 
for the six-month period ended March 31, 2002 should not be considered indicative of the full 
fiscal year ending September 30, 2002.  THIS SUMMARY OF REVENUE AND EXPENSES 
SHOULD BE READ IN CONJUNCTION WITH THE AUDITED FINANCIAL 
STATEMENTS OF MWRH CORPORATION AND AFFILIATES AND RELATED 
NOTES INCLUDED IN THIS OFFICIAL STATEMENT AS APPENDIX B. 
 

 



 

 A-25 

 
 

 1997** 1998 1999 2000 2001 

Six-Month 
Period Ended 

March 31, 2001 

Six-Month 
Period Ended 

March 31, 2002 

 $000s $000s $000s $000s $000s $000s $000s 

Net Patient Service 
Revenue 

 $ 63,797  $ 72,893  $ 80,804  $88,994  $103,409  $ 47,170  $ 55,139 

Other Revenue and Gains   1,913   2,167   2,325   1,711   2,364   1,260   1,151 
        
Total Revenue and Gains   65,710   75,060   83,129   90,705   105,773   48,430   56,290 
        
Expenses:        
        
Salaries and Fringe Benefits 40,356 42,422 47,728 52,562 60,746 28,927 32,568 
Supplies and Expenses 17,136 18,909 22,524 26,479 32,159 15,318 16,951 
Depreciation 2,888 3,252 3,635 4,093 4,463 2,187 2,302 
Interest 1,580 1,518 1,472 1,535 1,499 757 727 
Provision for Bad Debts   2,700   3,531   3,455   3,868   3,760   2,121   2,379 
        
Total Expenses   64,660   69,632   78,814   88,537   102,627   49,310   54,927 
        
Net Income  $ 1,050  $ 5,428  $ 4,315  $ 2,168  $ 3,146  $ (880)  $ 1,363 
        
** Restated to include VNA activity prior to the merger on 10/01/97 
 
 
The breakdown of the combined excess (deficiency) of revenue over expenses by entity for 1997 
through 2001 and the six-month period ended March 31, 2001 and the six-month period ended 
March 31, 2002 is as follows: 
 

 1997** 1998 1999 2000 2001 

Six-Month 
Period Ended 

March 31, 2001 

Six-Month 
Period Ended 

March 31, 2002 

 $000s $000s $000s $000s $000s $000s $000s 

HOSPITAL  $ 3,597  $ 8,328  $ 8,161  $ 6,652  $ 8,179  $ 1,366  $ 3,347 
        
TCMA  $ (2,565)  $ (2,900)  $ (3,846)  $(4,451)  $ (5,019)  $ (2,237)  $ (1,959) 
        
PARENT  $ 18  $ -  $ -  $ (33)  $ (14)  $ (9)  $ (25) 
        
COMBINED  $ 1,050  $ 5,428  $ 4,315  $ 2,168  $ 3,146  $ (880)  $ 1,363 
        
** Restated to include VNA activity prior to the merger on 10/01/97 
 
Source: MWRH Corporation and Affiliates Records 
 
The summary of revenue and expenses includes adjustments for estimated settlements with third 
party payors relating to prior years.  Such adjustments increased the Hospital’s net patient service 
revenue as follows: 
 

 1997** 1998 1999 2000 2001 

Six-Month 
Period Ended 

March 31, 2001 

Six-Month 
Period Ended 

March 31, 2002 

 $000s $000s $000s $000s $000s $000s $000s 

Amount  $ 81  $ 3,709  $ 3,461  $ 2,343  $ 2,017  $ 217  $ - 

 
** Restated to include VNA activity prior to the merger on 10/01/97 
 
Source: MWRH Corporation and Affiliates Records  
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Management’s Discussion of Financial Performance 
 
Six-Month Period Ended March 31, 2002 Operating Summary 
 
 For the six-month period ended March 31, 2002, Net Patient Service Revenue increased 
by 17% over the prior year (from $47,170,365 to $55,139,472).  During the same period, 
Expenses increased by 11% (from $49,309,998 to $54,927,088).  Although the Net Income for 
the six-month period ended March 31, 2001 showed a loss of $879,369, the final results for 2001 
showed a gain of $3,145,801.  Due to some uncertainties regarding Federal and State payment 
amounts, the March 2001 Financial Statements reflected Net Patient Service Revenue reserves on 
these issues of approximately $1,800,000.  Absent these reserves, Net Patient Service Revenue 
would have been $48,970,365 and Net Income would have been $920,631.   
 
2001 Operating Summary 
 
 The Obligated Group experienced improved financial performance in 2001 compared to 
2000.  Net Income of $3,145,801 was consistent with the 2000 performance of  $3,111,766 (net 
income of $2,167,766 plus an adjustment of $944,000 related to a fixed asset write-down as 
described below).  Net Patient Service Revenue increased by 16% from $88,994,135 to 
$103,409,294, largely due to volume increases.  Correspondingly, Expenses increased from 
$88,537,392 to $102,627,256 or 16%.  Salaries & Wages and Fringe Benefits increased from 
$52,561,626 to $60,745,738, or 16%, due primarily to increased volume, salary increases and 
health insurance cost increases.  The TCMA losses increased from $4,451,349 to $5,018,516, 
largely due to an accrual for practices that will be discontinued in 2002.  In 2002, TCMA hired a 
new Chief Executive Officer with the goal of reducing the TCMA operating loss to $4,000,000. 
 
2000 Operating Summary   
 
 The Obligated Group experienced improved financial performance from operations in 
2000 compared to 1999.  During 2000, there was a write-down of architectural and planning fees 
of $944,000 related to two projects that were not completed.  In 2000 the increase in Net Patient 
Service Revenue resulting from adjustments for prior year third party settlements of $2,343,000 
was less than the 1999 level of $3,461,000.  After factoring out the adjustments for the asset 
write-down and prior year third party adjustments, the 2000 performance from operations equaled 
$768,766 compared to the 1999 level of $854,147.  From 1999 to 2000 Net Patient Service 
Revenue increased approximately 10% while Expenses increased by 12%.  
 
1999 Operating Summary 
 
 In 1999, Net Income of $4,315,147 was reduced to $854,147 after adjusting for prior year 
third party settlement adjustments.  This level compared unfavorably to the Net Income before 
adjustments for prior year third party settlements in 1998 of $1,719,280.  The Hospital’s 
performance was consistent in comparing 1998 to 1999.  TCMA losses increased from 
$2,899,964 in 1998  to $3,845,559 in 1999, largely due to expansion in obstetrics and urology.  
From 1998 to 1999, Net Patient Service Revenue increased from $72,892,559 to $80,804,069, or 
11%, while Expenses increased from $69,631,757 to $78,814,319 or 13%.  The Hospital and 
TCMA also terminated its Medicare risk contract (with Harvard Pilgrim Health Care, Inc.) 
effective December 31, 1999 and accrued losses of $950,000 during 1999 versus losses of 
$530,000 in 1998. 
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1998 Operating Summary 
 
 The Obligated Group experienced improvement in Net Income in 1998.  When excluding 
the effect of adjustments for prior year third party settlements, Net Income was $1,719,280 in 
1998 compared to $969,453 in 1997.  Net Patient Service Revenue grew by 14% from 1997 to 
1998, while Expenses increased by 8%.  
 
1997 Operating Summary 
 
 The Obligated Group experienced improved financial performance in 1997 compared to 
1996.  Net Income increased to $1,050,453 in 1997 compared to a Net Loss of $166,200 in 1996.  
After excluding the effect of adjustments to prior year third party settlements in both years, 
performance improved from a Net Loss in 1996 of $967,200 to Net Income of $969,453 in 1997, 
or an improvement of $1,936,653.  
 
Balance Sheet and Financial Ratios 
 
 The combined balance sheet has shown improvement from 1997 through 2001.  
Unrestricted cash, investments and funded depreciation increased from $14,401,130 at September 
30, 1997 to $20,992,743 at September 30, 2001.  The debt to capitalization ratio also improved 
from 1997 to 2001, declining from 58% at September 30, 1997 to 47% at September 30, 2001.  
Throughout that period, receivable management was consistent with days in receivables varying 
from 52 days to 65 days over that 5 year period.  Days cash on hand decreased from 85 days at 
September 30, 1997 to 78 days at September 30, 2001. 
 
 Certain combined balance sheet items and related ratios are summarized as follows.  The 
pro forma data represent the six-month period ended March 31, 2002, including the new debt 
(i.e., the Authority capital lease entered into in April 2002 and the Series D Bonds). 

   
      Six  
      Month 

Period 
Ended 

 
Pro 

Forma 
 

1997** 
 

1998 
 

1999 
 

2000 
 

2001 
March 31, 

2002 
March 
2002 

 

 
 $000s $000s $000s $000s $000s $000s $000s 

 
Unrestricted cash, investments 
and funded depreciation 

$14,401 $16,234 $18,478 $17,489 $20,993 $22,008 $22,008 

Net patient accounts receivable 9,071 11,549 13,772 15,688 15,807 17,343 17,343 
Total Debt 20,029 27,018 26,137 27,149 25,907 25,611 56,111 
Unrestricted net assets 14,454 18,137 22,918 25,531 28,771 32,133 32,133 
 
Source: MWRH Corporation and 
Affiliates Records 
 
 
 
 
Financial Ratios 1997** 1998 1999 2000 2001 

 
Six-

Month 
Period 
Ended 

March 31, 
2002 

 
Pro 

Forma 
March 
2002 

Days cash on hand 85 89 90 76 78 76 76 
Days in accounts receivable, net 52 58 62 65 56 57 57 
Debt to capitalization 58% 60% 53% 52% 47% 44% 64% 
Debt Service Coverage Ratio 2.82 5.40 4.01 3.23 3.32 3.40 2.12 
** Restated to include VNA activity prior to the merger on 10/01/97 
 
Source: MWRH Corporation and  
Affiliates Records 
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SOURCES OF PATIENT SERVICE REVENUE 
 
 The Hospital has entered into agreements with the federal Medicare Program 
administered by the Centers for Medicare and Medicaid Services (CMS) of the Department of 
Health and Human Services, the Commonwealth of Massachusetts (the “Commonwealth”) under 
the Medicaid program, Blue Cross and Blue Shield of Massachusetts, Inc. (“Blue Cross”), and all 
major managed care programs, including Harvard Pilgrim Health Care, Inc. (“Harvard Pilgrim”), 
Fallon Community Health Plan (“Fallon”) and Tufts Associated Health Plans (“Tufts”) who 
provide payments to the Hospital for services rendered to patients covered by these programs. 
 
 The following table shows the percentage distribution of gross patient service revenue for 
the Hospital by payor for the last five fiscal years and the six-month periods ended March 31, 
2001 and March 31, 2002. 
 

Patient Service Revenue by Payor 

Payor 1997 1998 1999 2000 2001 

Six-Month 
Period 
Ended 

March 31,
2001 

Six-Month 
Period 
Ended 

March 31,
2002 

Medicare* 37.5% 31.6% 28.0% 30.6% 30.1% 29.8% 31.3% 

Medicaid 4.2% 4.4% 4.8% 5.6% 5.0% 5.1% 5.7% 

Blue Cross 3.7% 4.0% 3.4% 3.4% 6.6% 6.8% 4.7% 

HMOs (see below)** 38.7% 45.5% 50.4% 45.6% 43.4% 43.7% 42.5% 

Self-Pay 3.6% 3.3% 2.9% 3.1% 2.7% 2.7% 2.9% 

Worker’s Compensation 1.8% 1.9% 1.9% 2.0% 2.0% 2.0% 1.7% 

Government/Other 0.1% 0.1% 0.1% 0.2% 0.2% 0.2% 0.2% 

Commercial/PPO 10.4% 9.2% 8.5% 9.5% 10.0% 9.7% 11.0% 

TOTAL 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 
 
*excludes Medicare Managed Care 
**includes Medicare Managed Care 

Source: Hospital Records 
 
Managed Care Market Share 
 
The following table displays the patient service revenue percentage by HMO for 1997 through 
2001 and the six-month periods ended March 31, 2001 and March 31, 2002. 
 

HMOs 1997 1998 1999 2000 2001 

Six-Month Period 
Ended March 31, 

2001 

Six-Month Period 
Ended March 31,

2002 
        
Harvard Pilgrim 20% 24% 28% 18% 12% 12% 11% 
Fallon 9% 10% 9% 10% 10% 11% 9% 
Blue Cross 5% 5% 5% 9% 11% 11% 13% 
All Others 5% 6% 8% 9% 10% 10% 10% 
        
TOTAL 39% 45% 50% 46% 43% 44% 43% 

Source: Hospital Records 
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FUNDRAISING EFFORTS 

 
 The Hospital’s Development Office has raised approximately $2,750,000 over the last 
four years, including $626,000 from an annual golf tournament.  The Development Office 
initiated a campaign  in 2001 to raise $10,000,000 over five years to fund the ED Project and to 
fund a portion of the Series D Project.  This campaign officially began in 2002.  To date, the 
initial or “silent” phase of the campaign has raised approximately $1,900,000 in pledges in 
addition to the $800,000 already received for the ED Project.  This campaign will include appeals 
targeted to local philanthropists, local businesses, foundations, Medical Staff, Management, and 
Hospital employees. 
 

OUTSTANDING INDEBTEDNESS 
 
 Outstanding long-term indebtedness of the Obligated Group as of September 30, 2001 
and as of September 30, 2000 is presented in the Combined Financial Statements set forth in 
Appendix B to this official statement.   
 
 As of September 30, 2001, outstanding indebtedness totaled $25,907,175 including: 
 
 1.  A $23,660,000 outstanding balance on the Series C Bonds secured by a lien on the 
Patient Receipts of the Obligated Group.  The Series C Bonds are publicly held with sinking fund 
installments payable on Serial Bonds from 1999 to 2007 with interest rates ranging from 4.25% to 
5.25% and Term Bonds maturing in 2013, 2018, and 2028 with interest rates ranging from 5.25% 
to 5.75%. 
 
 2.  A $995,433 balance on a capital lease between Banc One Leasing Corporation as 
Lessor and Servicer, the Authority as Lessee and Escrow Agent, and the Hospital as Sub-Lessee 
dated November 9, 1999.  The lease is secured by the equipment that was purchased with the 
lease.  Payments are due monthly in the amount of $28,512 with final payment due November 29, 
2004.  The fixed rate of interest is 5.298%. 
 
 3.  A $644,731 outstanding balance on a mortgage between the Parent and Strata Bank 
dated February 11, 2000, and guaranteed by the Hospital, on property located at 693 East Central 
Street, Franklin.  The mortgage is secured by the building.  Payments are due monthly in the 
amount of $6,597 with the final payment due March 1, 2015.  The rate of interest is variable.  The 
current rate, 8.25%, is effective until February 28, 2005.  The rate will be adjusted on March 1, 
2005 and again on March 1, 2010.  The rate will be the Wall Street Journal Prime Lending Rate 
less .25%. 
 
 4.  A $355,522 outstanding balance on a mortgage for property located at 1 Emerson 
Street, Mendon that houses the offices of the VNA Division, between the Hospital and the 
USDA, Rural Development.  Payments are due monthly in the amount of $3,244 with a final 
payment due October 23, 2024.  The fixed rate of interest is 9.5%. 
 
 5.  A $196,719 outstanding balance on a capital lease between Koch Financial Group as 
Lessor and Servicer, the Authority as Lessee and Escrow Agent, and the Hospital as Sub-Lessee 
dated June 25, 1997.  The lease is secured by the equipment that was purchased with the lease.  
Payments are due monthly in the amount of $22,374 with final payment due June 25, 2002.  The 
fixed rate of interest is 5.63%. 
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 6.  A $54,770 outstanding balance on a mortgage between the Hospital and Unibank for 
Savings dated November 30, 1994 and amended on December 1, 1999 to revise the maturity date 
from November 30, 1999 to November 30, 2004 on property located at 18 Prospect Street, 
Milford.  The mortgage is secured by the building.  Payments are due monthly in the amount of 
$706.  The rate is variable equal to the sum of the Bank’s “Base Rate” plus. 75%, adjusted 
annually and fixed for one year intervals.  The rate at September 30, 2001 was 10.25%.  The 
current rate is 5.75% 
 
 Outstanding indebtedness also includes a $2,500,000 outstanding balance on a capital 
lease between Banc of America Leasing & Capital, LLC as Lessor and Servicer, the Authority as 
Lessee and Escrow Agent, and the Hospital as Sub-Lessee dated March 12, 2002.  The lease is 
secured by the equipment purchased with the lease.  Payments are due monthly in the amount of 
$46,030 with final payment due on April 16, 2007.  The fixed rate of interest is 3.99%. 
 

INSURANCE 
 
 The Obligated Group carries comprehensive general liability and professional liability 
insurance (covering the Hospital’s and TCMA’s non-physician employees and volunteers as 
additional insureds) through the Medical Professional Mutual Insurance Company as follows:  (i) 
general liability bodily injury limits of $2,000,000 per occurrence and $20,000,000 aggregate; (ii) 
property damage liability limits of $2,000,000 per occurrence and $20,000,000 aggregate; and 
(iii) hospital professional liability limits of $2,000,000 per claim and $20,000,000 aggregate.  
General liability is covered on an occurrence basis.  Professional liability is covered on a claims-
made basis and also includes retroactive coverage back to the “retro date” of August 6, 1983.  
The option to purchase “tail” coverage is a provision of the policy.  TCMA physicians are 
covered by an occurrence policy through Healthcare Underwriters Mutual Insurance Company 
with limits of $1,000,000 each occurrence and $3,000,000 aggregate for most physicians, and 
limits of $2,000,000 each occurrence and $6,000,000 aggregate for some specialists. 
 
 The Obligated Group carries a director and officers legal liability policy that covers the 
directors and officers of the Hospital, the Parent and TCMA with an aggregate limit of 
$5,000,000.  The Obligated Group also has fiduciary liability coverage for its benefit plans with 
an aggregate limit of $2,000,000. 
 
 Hospital and TCMA owned motor vehicle coverage plus non-owned and hired cars 
liability coverage is carried in the amount of $1,000,000 combined single limit for bodily injury 
or property damage claims.  Excess liability coverage in the amount of $5,000,000 is purchased 
through the Hanover Insurance Company. 
 
 The Hospital’s and TCMA’s worker’s compensation coverage is provided by Crum & 
Forster.  Employer’s liability insurance for bodily injuries are as follows:  $1,000,000 for each 
accident; $1,000,000 employee limit for disease; and $1,000,000 policy limit for diseases. 
 

ACCREDITATION AND MEMBERSHIPS 
 
 The Hospital was accredited for three years, the maximum period allowed, by the Joint 
Commission  on Accreditation of Healthcare Organizations (JCAHO) effective April 2001.  The 
next JCAHO accreditation review is tentatively scheduled for April 2004.  The Hospital is 
licensed by the Department of Public Health of  the Commonwealth of Massachusetts and is 
approved for participation in the Medicare and Medicaid programs.  The Hospital is also 
accredited by the American College of Surgeons (ACS), the American College of Radiologists 
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(ACR), the American Association of Blood Banks (AABB), and College of American 
Pathologists (CAP). 
 

EMPLOYEES 
 
Hospital 
 
 In 2001, approximately 59% of the Hospital’s operating costs were attributable to salaries 
(including fringe benefits).  The Hospital had an average of 859 full-time equivalent (“FTE”) 
employees during that year.  The 859 FTE employees included 409 FTE employees who provide 
direct patient care including physicians, registered nurses, licensed practical nurses, aides and 
orderlies; 287 FTE employees who provide management, clerical and support services; and 163 
technical staff FTE employees including laboratory technicians, respiratory therapists, 
radiographers, pharmacists and paramedics. 
 
 None of the Hospital’s employees is represented by a union.  Management regards its 
relations with its employees as good.  The Hospital maintains a wage and fringe benefits structure 
that is competitive with hospitals in its primary labor market. 
 
TCMA 
 
 In 2001, TCMA had an average of 190 FTEs.  As of March 2002, the TCMA providers 
included 55 physicians (29 full-time and 17 part-time employed physicians, 9 contracted 
physicians) and 8 nurse practitioners.  TCMA uses the same payroll processing and fringe benefit 
plan as the Hospital. 
 
Parent 
 
 The Parent does not have any employees. 
 

VOLUNTEER PROGRAM 
 
 The Hospital has a history of volunteerism and has developed its volunteer programs for 
both cost savings and community relations reasons.  The Hospital’s Volunteer Services 
Department had approximately 248 volunteers in 2001 who contributed 30,284 hours of service, 
equal to approximately 15 FTEs.  Volunteers provide assistance in many areas of the Hospital. 
 

EDUCATIONAL ACTIVITIES 
 
 The Hospital offers many community-based health education programs, including 
prenatal care, childbirth, teen pregnancy, family planning, breast self-examination, parental 
effectiveness, diabetes and hypertension, cancer, care for healthy elderly, pulmonary 
rehabilitation, and smoking cessation. 
 
 The Hospital was recently licensed to operate a school-based health clinic within the 
Blackstone Valley Regional Vocational Technical High School located in Upton. 
 
 The Hospital has staff instructors who teach cardio-pulmonary resuscitation and first-aid 
to its employees and to community and employer groups.  In addition, instructors are continually 
trained and recertified by the Hospital’s staff. 
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 Tours of the Hospital are regularly given to groups of children, and a special program is 
offered to pediatric tonsillectomy patients prior to their admission to reduce anxiety related to 
their prospective hospital stay.  The Hospital operates a Speaker’s Bureau, making available 
members of its Medical Staff to speak to local groups, on request, concerning a variety of 
healthcare topics.  The Hospital also works closely with area elder care agencies and co-sponsors 
a healthcare fair for the community. 
 

SUMMARY OF HOSPITAL PAYMENT SYSTEM 
 
Medicare 

Recent Legislation 

The Balanced Budget Act of 1997 (“BBA”) contained numerous provisions intended to 
reduce or contain Medicare expenditures for hospital services.  These provisions included 
inflation updates below the hospital industry “market basket” in the years 1999 through 2002.  
Other changes in the BBA included, but were not limited to, the reduction of reimbursable bad 
debts, the reduction of payments for disproportionate share hospitals, and the reduction of 
payments for indirect medical education.  The BBA has been generally viewed as an important 
factor in the adverse financial results experienced by many acute care hospitals (see 
“Bondowners’ Risks and Matters Affecting the Health Care Industry”).  The Balanced Budget 
Refinement Act of 1999 (“BBRA”) and the Medicare, Medicaid, and SCHIP Benefits 
Improvement and Protection Act of 2000 (“BIPA”) have modified and delayed some of the 
reductions contained in the BBA.   

Inpatient 
 

The Hospital is reimbursed for services provided to Medicare  inpatients under a 
prospective payment system (“PPS”).  Under Medicare’s PPS for hospitals, payments are based 
on standard national amounts which are adjusted for area wage differences.    These rates are then 
weighted based upon a patient’s assignment to one of more than 500 Diagnosis Related Groups 
(“DRGs”).  Payment under PPS does not account for a hospital’s actual operating costs.  
However, the PPS does provide additional payments, within specified limitations, for atypically 
costly cases (“outliers”).   

Beginning in 1992, Medicare also began making payments for inpatient acute care capital 
costs on a per discharge basis.  Payment under this capital PPS was initially based on a rate 
consisting of a blend of hospital-specific costs and national rates.  Over a ten-year period, these 
rates transitioned to one comprised of a fully national payment rate.    The Hospital is reimbursed 
for PPS capital on the fully national rate. 

At hospitals with approved, post-graduate training programs in medicine, Medicare direct 
graduate medical education (“GME”) costs are reimbursed under a prospective methodology, 
which uses a hospital-specific approved amount per resident.  The per resident amount is based 
on each hospital’s direct GME costs and its actual number of interns and residents during the base 
year.  The base year-approved resident amount is inflated to the rate year and then multiplied by 
the hospital’s rate year number of full time equivalent residents, weighted for the number of 
allowed years each resident has been in training.  Medicare’s share of the resulting amount is 
based upon the hospital’s Medicare percentage of inpatient days to total hospital days in each 
year.  The BBA provided for additional GME payments to account for Medicare managed care 
beneficiaries.   
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Additional payments are available to PPS teaching hospitals for indirect medical 
education costs attributable to approved graduate medical education programs (“IME”).  The IME 
adjustment factor is applied to the prospective payment rate.  A hospital’s IME adjustment factor 
is based on its ratio of interns and residents to available PPS beds, subject to a cap established in 
1996.  As in the case of GME, the BBA provided for additional IME payments to account for 
Medicare managed care beneficiaries.   

PPS hospitals may also qualify for additional payments due to high levels of poorer 
patients.  Such Disproportionate Share Hospital (“DSH”) adjustments are based upon the sum of 
the proportion of days attributable to patients eligible for Medicaid coverage to total patient days, 
plus the proportion of individuals receiving Supplemental Security Income to total Medicare 
beneficiaries.  In prior fiscal years, the Hospital has had a DSH percentage in excess of the 
statutory threshold and has qualified for such payments. 

Outpatient 

Effective August 1, 2000, the Hospital is reimbursed for most hospital outpatient services 
based on the outpatient prospective payment system (“OPPS”).  Under OPPS, hospital services 
are classified into groups, known as ambulatory payment classifications (“APCs”), based on 
similarities in the types of services and the costs of the services.  Specific payment rates are 
assigned to each APC.  The payment rate, which is based on a national payment amount adjusted 
to reflect geographical wage differences, generally covers services and supplies integrally related 
to performing the service.  Certain drugs, biologicals and devices will qualify for separate 
reimbursement for a limited time period.  Some services, such as clinical laboratory services and 
therapy services, are exempted from OPPS and paid according to a fee schedule.  OPPS permits 
additional payments, within specified limitations, for outliers.  Hospitals adversely affected by the 
implementation of OPPS may qualify for additional payments through January 1, 2004. 

Home Care 

Effective October 1, 2000, Medicare reimbursement for home health care services moved 
from what had been essentially a cost-based methodology to a fully prospective payment system.  
The new home care payment system provides for a single payment per sixty-day episode based 
upon the patient’s assignment to a Home Health Resource Group (“HHRG”).  This system may 
be modified slightly for excessively costly episodes (i.e., outliers) or episodes with an unusually 
low (i.e., less than four) number of visits.   

Medicare Managed Care 

Medicare is encouraging and facilitating the development of managed care products for 
Medicare beneficiaries.  Enrollment in a Medicare managed care product is voluntary, and 
enrollees may disenroll and reenroll in the traditional Medicare fee-for-service system.  Managed 
care products for the Medicare population are typically offered by commercial insurers and health 
maintenance organizations.  Medicare enrollees in managed care products have their health care 
managed and paid for by the applicable insurer.  The managed care plan is reimbursed a monthly 
per-beneficiary amount by the Medicare program for each Medicare enrollee.  The managed care 
plan and its participating hospitals, physicians and other providers, are at full financial risk for 
cost overruns which exceed the per beneficiary amounts paid to it by Medicare.  Consequently, 
the managed care plan and its participating hospitals, physicians and other providers have a 
financial incentive to reduce inappropriate or unnecessary utilization and otherwise control the 
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costs of providing care to Medicare beneficiaries.  These financial pressures are expected to 
contribute to reduced per patient revenues for hospitals’ Medicare managed care patients. 

Non-Medicare 

In 1991, the acute care hospital industry payment system in Massachusetts was largely 
deregulated by the passage of an act of the Massachusetts legislature known as Chapter 495.  This 
legislation has resulted in significant changes and increased competition in the hospital 
marketplace, where all payors, other than Medicare, are free to negotiate rates with individual 
hospitals.  Under most of the arrangements currently in effect, the Hospital is being paid on a 
negotiated fee-for-service basis.   

Medicaid 

Under Title XIX of the Social Security Act, 42 U.S.C.  1396 et seq., the Federal 
government supplements the funds provided by The Commonwealth of Massachusetts for 
medical assistance under the Medical Assistance Program (“Medicaid”).  The Massachusetts 
Division of Medical Assistance (“DMA”) generally administers the Medicaid program in 
Massachusetts.  Under Chapter 495, Medicaid rates for acute hospitals are set by contracts 
between the hospitals and DMA.  Under the contract with DMA, Medicaid pays for most acute 
inpatient and outpatient services prospectively on a per discharge or per visit basis.  Inpatient 
mental health services are reimbursed on a per diem basis and administered on the 
Commonwealth’s behalf by a private benefit administrator.  The payment amount per inpatient 
discharge or per outpatient Ambulatory Payment Group (“APG”) is a standardized statewide 
average cost per discharge or visit, adjusted by several factors, including the hospital-specific 
casemix index and the hospital’s Massachusetts-specific wage area index, based upon CMS data.  
Additional pass-through costs are added to the inpatient payment rates for malpractice, organ 
acquisition, capital, and direct medical education.  Hospitals are further eligible for outlier 
payments and transfer per diem payments.  The per discharge or visit amount is established from 
historical cost data as previously submitted by all hospitals to the Massachusetts Division of 
Health Care Finance and Policy, updated for inflation and changes in casemix. 

Uncompensated Care Pool 

The Commonwealth of Massachusetts operates an Uncompensated Care Pool (the 
“Pool”) which is funded by payments from the Commonwealth, hospitals and insurance 
companies.  Payments from the Pool are made to hospitals and community health centers.  
Payments to hospitals are available only for free care and certain emergency bad debts, and total 
funding for the pool is capped on an annual basis.  The amount of the cap may vary from year to 
year, and all Massachusetts acute care hospitals share, based on each hospital’s share of statewide 
costs, in any shortfall resulting from free care and bad debt expenditures in excess of the funding 
in the Pool which is available to hospitals.  In 1997, the Commonwealth passed Chapter 47 of the 
Acts of 1997, which significantly modified the funding methodology of the Pool, including a new 
assessment of $100 million annually on insurers through a surcharge on their payments to 
hospitals.  In addition, the legislation provided for health insurance programs that were intended 
to shift reliance for coverage of the poor from the Pool to other programs administered by the 
Commonwealth.  Additionally, included in the Commonwealth’s budget for the state’s 2002 are 
so-called “one-time” relief measures which increase the Commonwealth’s contribution to the 
Pool for 2001 and 2002.  This additional funding reduced the amount of the Pool ’s shortfall for 
these two years.  Medicaid payments to a hospital in Massachusetts may be offset by an amount 
equal to any unpaid liability of the hospital to the Uncompensated Care Pool. 
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Commercial Indemnity Insurance 

Commercial insurers reimburse their subscribers or make payments, either directly or on 
behalf of self-funded employer accounts, health benefit plans or other entities, primarily on the 
basis of a hospital’s charges for covered services.  Patients carrying such coverage are generally 
responsible to the hospitals that provide services for the difference between the amounts paid by 
the insurer and the charges for services rendered.   

Managed Care Plans 

Payments made on behalf of subscribers of managed care plans, including health 
maintenance organizations (“HMOs”) and preferred provider organizations (“PPOs”) are 
generally based on contracts negotiated between the hospital and the HMO or PPO.  These 
contracts provide for various reimbursement methodologies including per diem rates, per 
discharge rates, discounts from established charges, capitation payments, and fee schedules. 

Managed care plans have grown significantly in Massachusetts in recent years.  Between 
1997 and 2001, the percentage of the Hospital’s gross patient service revenue attributable to 
managed care plans increased from 39% to 43%.  Most HMOs have developed Medicare risk 
products through contracts which generally include either a per diem or DRG payment, outpatient 
fee schedules, and a risk-sharing arrangement. 

The managed care plans referring the highest volume of patients to the Hospital in 2001 
included Harvard Pilgrim, Fallon and Blue Cross.  The Hospital currently participates in risk 
contracts with Harvard Pilgrim and Tufts, either independently or in cooperation with Milford-
Whitinsville Healthcare Consortium, Inc. (“MWHC”).  MWHC is a physician/hospital 
organization jointly controlled by the Hospital and Greater Milford Health Alliance, an 
independent practice association whose membership includes approximately 90% of the 
Hospital’s active Medical Staff.  These risk contracts are budget-based, and actual performance is 
measured against established budgets.  The Hospital shares in contractually defined percentages 
of the derived surplus or deficit.  There is protection for high cost cases through reinsurance 
programs. 

Deductions from Revenue for Estimated Settlements 

 Medicare cost reports are prepared annually for the Hospital and are subject to audit on 
behalf of the Medicare program by its fiscal intermediaries.  Net patient service revenue is 
reported at the estimated net realizable amounts from patients, third party payors, and others for 
services rendered including estimated retroactive adjustments under reimbursement agreements 
with third party payors.  Under the terms of various agreements, regulations, and statutes, certain 
elements of third-party reimbursement to member organizations are subject to negotiation, audit, 
and/or final determination by the third party payors.  As a result, there is at least a reasonable 
possibility that recorded estimates will change by a material amount in the near term.  Variances 
between preliminary estimates of net patient service revenue and final third-party settlements are 
included in net patient service revenue in the year in which the settlement or change in estimate 
occurs.  The combined financial statements, included as Appendix B to this Official Statement, 
provide further discussion of the accounting treatment of this issue. 
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BONDOWNERS’ RISKS AND MATTERS AFFECTING THE HEALTH CARE 
INDUSTRY 

 Future revenues and expenses of the Obligated Group will be affected by events and 
conditions relating generally to, among other things, demand for the Obligated Group’s services, 
the ability of the Obligated Group to provide the services required by patients, physicians’ 
relationships with the Obligated Group and its facilities, Management capabilities, the design and 
success of the Obligated Group’s strategic plans, economic developments in the Obligated 
Group’s service area, the Obligated Group’s ability to control expenses, competition, rates, costs, 
third-party reimbursement, legislation, and governmental regulation.  Third-party reimbursement 
and charge control statutes and regulations may change and unanticipated events and 
circumstances may occur that cause variations from the Obligated Group’s expectations and these 
variations may be material.  The following general factors, among others, could affect the level of 
revenues to the Obligated Group or its financial condition or otherwise result in risks for 
Bondowners in addition to the risks set forth in the forepart of this Official Statement under the 
heading “BONDOWNERS’ RISKS.” 

Industry Changes 

 The Massachusetts health care industry is in the process of rapid and fundamental 
change, triggered by the deregulation of the acute care hospital reimbursement system, the 
negotiating leverage of certain managed care plans and tertiary hospital-controlled integrated 
delivery systems, continuing financial difficulties of some managed care plans and providers, and 
increasing health insurance premiums.  Lower payments to hospitals and other providers may 
result from the desire of employers and other purchasers to reduce their health insurance 
premiums and the selective contracting by managed care plans and other payors seeking to trade 
patient volume for lower prices for health care services.  This may further increase competitive 
pressures on operators of acute care hospitals, home health agencies and group practices, 
including the Obligated Group. 

 In addition, other proprietary and non-profit entrants to the market may, in certain 
instances, have significantly greater financial resources than the Obligated Group and may have 
significantly more experience in managing risk-based insurance contracts.  This and other 
competitive threats may lead to a significant restructuring of the current health care delivery 
systems in New England, and such restructuring may have a material adverse effect on the 
Obligated Group. 

Legislative, Regulatory and Contractual Matters Affecting Revenues  

 The health care industry is heavily regulated by federal and state government, with a 
substantial portion of revenues coming from governmental sources.  In the past there have been 
frequent and significant changes in the methods and standards used by governmental agencies to 
reimburse and to regulate the operation of hospitals.  There is reason to believe that substantial 
additional changes will occur in the future.  Legislation is periodically introduced in Congress 
and in the Massachusetts legislature that could result in limitations on the Obligated Group’s 
revenues, third party payments, and costs or charges, or that could result in increased competition.  
Additionally, an increase in the level of indigent care could be required to maintain the Obligated 
Group’s tax-exempt status or such status could be eliminated altogether regardless of the level of 
indigent care.  From time to time, legislative proposals are made at the federal and state level with 
respect to the reform of the health care industry.  These include proposals to promote competition 
in the health care industry, to contain health care costs, to provide national health insurance and to 
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impose additional requirements and restrictions on health care insurers, providers and other health 
care entities.  The effects of future reform efforts on the Obligated Group cannot be predicted.   

 Governmental sources of revenue are subject to statutory and regulatory changes, 
administrative rulings, interpretations of policy, determinations by fiscal intermediaries, and 
government funding restrictions, all of which may materially increase or decrease the rates of 
payment and cash flow to hospitals.  There is no assurance that payments made under such 
programs will remain at levels comparable to the present levels or will be sufficient to cover all 
operating and fixed costs.  Currently the Commonwealth, like several other states, is experiencing 
financial difficulties, and faces the prospect of reducing budgeted spending in the near future.  If 
these factors continue or escalate in severity, the impact on healthcare providers, including the 
members of the Obligated Group, could be material.  Further, the ability of healthcare providers 
to achieve improved payments for Medicaid and indigent care services could be severely limited.  
Similarly, increased federal funding of the Medicare program is critical to the financial results of 
the Obligated Group.  Potential decreases in federal payment rates, or annual increases in rates 
which are less than the growth in healthcare costs, made in response to federal budget pressures 
or growing Medicare costs, could have a material adverse impact on the financial results of the 
Obligated Group.   

 Restrictive policies at both the state and federal levels have contributed to declining 
revenues and operating losses at many Massachusetts hospitals.  In recent years, a number of 
hospitals in New England as well as in other areas of the United States have closed or have been 
converted to non-acute care facilities.   

 The Obligated Group is subject to regulatory actions by those governmental or private 
agencies that administer the Medicare and Medicaid programs and by the Massachusetts 
Department of Public Health, the Massachusetts Department of Mental Health, the Massachusetts 
Division of Medical Assistance, the Massachusetts Attorney General’s Office’s Division of 
Public Charities and Antitrust Division, the Massachusetts Division of Health Care Finance and 
Policy, the National Labor Relations Board, the Joint Commission on Accreditation of Healthcare 
Organizations and other federal, state and local government agencies and private bodies.  Actions 
of these organizations could adversely affect future operations or revenue of the Obligated Group 
(see “Sources of Patient Service Revenue” herein).  Renewal and continuation of the Obligated 
Group’s operating licenses, certifications and accreditations are based on inspections, surveys, 
investigations and other reviews, some of which may require or include affirmative action or 
response by the Obligated Group.  These activities are conducted in the normal course of business 
by health care providers, both in connection with periodic renewals and in response to specific 
complaints, which may be made to governmental agencies, private agencies or even the media by 
patients, ombudsmen or employees, among others. 

 The members of the Obligated Group and their affiliates have received, from time to 
time, subpoenas, civil investigatory demands, and other formal inquiries from state and federal 
governmental agencies or investigators.  It is often impossible to determine the specific nature of 
any such investigation, or whether the members of the Obligated Group might have any potential 
liability under a cause of action that might subsequently be asserted by the government.  
Moreover, the members of the Obligated Group are generally not informed when such 
investigations are resolved without the assertion of any claims.  Management considers these 
investigations a routine part of operations in the current health care climate, and expects them to 
continue in the future.   
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Changes in Patient Service Volume  

 Reductions in patient service volume could have a material adverse effect on patient 
service revenue.  In addition, under Massachusetts law, an acute care hospital’s medical/surgical 
beds are subject to delicensure in the event certain minimum occupancy standards are not met.  
Failure to meet such standards and consequent delicensure of medical/surgical beds could have an 
adverse effect on the financial condition of the Obligated Group.  There is no guarantee that the 
Obligated Group will meet such conditions in the future.   

 The Obligated Group ’s percentage of revenue attributable to managed care plans was 
43% in 2001. Growth in the number of persons enrolled in managed care plans may result in 
material reductions in patient volume levels, reduced payment levels, and other changes which 
may challenge Management to operate the Obligated Group under different payment incentives, 
including capitated arrangements.  Such changes may have a material adverse effect on future 
revenue levels of the Obligated Group. 

 In addition, the managed care plan market place in the Obligated Group’s service area is 
concentrated primarily among Harvard Pilgrim and Blue Cross and Fallon, all three of which 
have, in the recent past, reported financial difficulties resulting in increased oversight by the 
Massachusetts Commissioner of Insurance (including a Commonwealth-mandated receivership in 
the case of Harvard Pilgrim).  There can be no assurance that one or more of these plans will not 
fail and be liquidated or sold, with possible financial detriment to the Obligated Group which may 
be material. 

Determination of Need Restrictions  

 Under the Massachusetts Determination of Need (“DON”) statute and regulations, 
operators of acute care hospitals such as the Hospital are prohibited from making certain 
substantial capital expenditures, acquiring certain new technology, and making certain changes of 
control without prior receipt of a DON approval from the Massachusetts Department of Public 
Health.  In addition, the Massachusetts Department of Public Health has authority to eliminate 
DON review of various types of services and technology, and is at present considering 
deregulating various services.  The elimination or modification of the DON program or its 
restrictions on specific types of technology and services could lead to increased competition 
among providers with respect to certain types of technology and services whose availability is 
now limited by the DON program.  The Obligated Group cannot predict the effect of such 
changes, if made, on their operations. 

 Pursuant to Massachusetts legislation enacted in 2000, new limits have been imposed on 
the ability of an acute care hospital to terminate “essential services” without prior notice to the 
Massachusetts Department of Public Health, a public hearing and various remedial actions, 
including in certain circumstances financial payments to support or continue public access to such 
services through other means.  While the Department of Public Health has issued regulations 
setting forth a process it will apply in evaluating reductions in “essential services,” it is uncertain 
how the regulations will be applied and whether and in what manner the Obligated Group could 
terminate or materially reduce the scope of licensed services, or whether significant financial 
obligations would be imposed as a result of such termination or reduction.  Management believes, 
however, that the regulations will limit the flexibility of acute care hospitals to reconfigure their 
service lines in pursuit of cost reduction initiatives or other goals.   
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Increased Competition 

 The Obligated Group may face increased competition in the future from other health care 
providers serving its service area, from health maintenance organizations, and from other health 
care providers that offer comparable health care services to the population that the Obligated 
Group serves.  Changes in DON regulations that facilitate expansion of competitive services may 
further enhance competition for patients among health care providers.  Managed care programs 
account for a large percentage of the Obligated Group’s discharges under contracts requiring 
discounts from charges or payment at negotiated rates, which may in the future include capitated 
rates that place the risk of over-utilization or cost increases on the Obligated Group.   

 Moreover, other forms of competition may affect the Obligated Group’s ability to 
maintain or improve its market share, including increasing competition (i) between physicians 
who generally use hospitals and non-physician practitioners such as nurse-midwives, nurse 
practitioners, chiropractors, physical and occupational therapists and others who may not 
generally use hospitals, and (ii) from nursing homes, home health agencies, ambulatory care 
facilities, ambulatory surgical centers, rehabilitation and therapy centers, physician group 
practices and other non-hospital providers of many services for which patients generally and 
currently rely on the Obligated Group. The Obligated Group cannot, with any certainty, estimate 
the impact of this competitive activity. 

 Management believes that sustained growth in patient volume or covered lives, together 
with firm cost controls, will be increasingly important as the health care environment becomes 
more competitive.  There are many limitations on a hospital’s ability to increase volume and 
control costs, and there can be no assurance that volume increases or expense reductions needed 
to maintain the financial stability of the Obligated Group will occur.   

Reimbursement for Uncompensated Care  

 The Massachusetts Division of Health Care Finance and Policy is responsible for the 
administration of the Uncompensated Care Pool (the “Pool”), which since 1991 has covered free 
care (as defined by Chapter 495 of the Acts of 1991) for all hospital services, bad debts for 
certain emergency services offered to uninsured persons, and certain specific, legislatively 
authorized charges.  Since 1988, a cap has been imposed upon the amount of free care and bad 
debt that may be reimbursed through the Pool.  Chapter 6 of the Acts of 1991 eliminated the 
Commonwealth ’s responsibility for funding uncompensated care, with the result that all 
Massachusetts acute care hospitals share in any deficit caused by the cap.  Such deficits may be 
caused by increased free care or bad debts, and/or by increased legislatively authorized charges to 
the Pool (see also “Sources of Patient Service Revenue” herein).   

Affiliation, Merger, Acquisition and Divestiture 

The Hospital plans for, evaluates and pursues potential merger and affiliation candidates on a 
consistent basis as part of its overall strategic planning and development process.  As part of its 
on-going planning and property management functions, the Hospital reviews the use, 
compatibility and financial viability of many of its operations, and from time to time may pursue 
changes in the use of, or disposition of, its facilities.  Likewise, the Hospital may receive offers 
from, or conduct discussions with, third parties about the potential acquisition of operations or 
properties that may become part of the Hospital in the future, or about the potential sale of some 
of the operations and properties of the Hospital.  Discussions with respect to affiliation, merger, 
acquisition, disposition, or change of use, including those that may affect the Parent and TCMA, 
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are held on an intermittent, and usually confidential, basis with other parties.  As a result, it is 
possible that the assets currently owned by the Hospital may change from time to time, subject to 
the provisions in the bond-related documents that apply to merger, sale, disposition or purchase of 
assets. 

Realization of Value on the Mortgaged Property 

The Milford campus buildings (containing approximately 187,200 square feet) and the Milford 
campus land (14.2-acres) constitute the mortgaged property (the “Mortgaged Property”) pursuant 
to a Mortgage and Security Agreement (the “Mortgage”).  The Mortgaged Property is not 
comprised of general purpose buildings and would not generally be suitable for industrial or 
commercial use.  Consequently, it would be difficult to find a buyer or lessee for the Mortgaged 
Property if it were necessary to foreclose the lien of the Mortgage.  Thus, upon a default by the 
Obligated Group, it may not be possible to realize the amount of the Series C and Series D Bonds 
then outstanding from a sale or lease of the Mortgaged Property. 

In addition, in order to operate the Mortgaged Property as a health care facility, a purchaser of the 
Mortgaged Property at foreclosure sale would, under current law, have to obtain a determination 
of need from the Massachusetts Department of Public Health and a new license for the facility. 

Bondowners also should note that under applicable federal and Massachusetts environmental 
statutes, in the event of any past or future releases of pollutants or contaminants on or near the 
Mortgaged Property, a lien superior to the lien of the Mortgage could attach to the Mortgaged 
Property to secure the costs of removing or otherwise treating such pollutants or contaminants.  
Such a lien would adversely affect the ability of the Master Trustee (as defined in that certain 
Master Trust Indenture executed by the members of the Obligated Group, dated as of January 13, 
1998 (the “Master Trust Indenture”)) to realize value from the disposition of the Mortgaged 
Property under foreclosure.  Furthermore, in determining whether to exercise any foreclosure 
rights with respect to the Mortgaged Property under the Mortgage, the Master Trustee would need 
to take into account the potential liability of any owner of the Mortgaged Property, including an 
owner by foreclosure, for clean-up costs with respect to such pollutants and contaminants.   

In addition, the value of the Mortgaged Property could be diluted by the issuance of additional 
indebtedness under the Master Trust Indenture secured equally and ratably with the Series C and 
Series D Bonds as to the liens on the Mortgaged Property and Patient Receipts (i.e., all accounts, 
accounts receivable, contract rights and the proceeds thereof, including all revenues and receipts 
of each member of the Obligated Group for or an account of inpatient and outpatient services). 

Anti-Dumping  

In response to concerns regarding inappropriate hospital transfers of emergency patients based on 
the patient’s inability to pay for the services provided, Congress enacted amendments to the 
Social Security Act which impose certain requirements that must be met before transferring a 
patient to another facility (the so-called “anti-dumping” statute).  Failure to comply with the law 
can result in exclusion from the Medicare and/or Medicaid programs as well as civil and criminal 
penalties.  Failure of the Obligated Group to meet its responsibilities under the law could 
adversely affect the financial condition of the Obligated Group.   

 

 



 

 A-41 

Primary Care  

 Payors employing managed care principles to control costs of obtaining health care 
services for enrollees generally rely on internists, family practitioners and other so called primary 
care physicians as “gatekeepers” for referrals to specialists and hospitals for covered services.  
Accordingly, health care providers such as the Obligated Group compete to assemble networks of 
primary care physicians, through employment, contracts and other arrangements.  The ability of 
the Obligated Group to align with primary care physicians will continue to determine access to a 
substantial portion of its patient service revenue.  There can be no assurance that the Obligated 
Group will be successful in recruiting physicians into its primary care physician networks, or that 
the primary care physician networks being developed by the Obligated Group will be attractive to 
managed care plans.  There can be no assurance that the primary care physician networks being 
developed by the Obligated Group will be able to support the Obligated Group.   

Limitations on Certain Arrangements Imposed by Federal Ethics in Patient Referrals Act  

 The Federal Ethics In Patient Referrals Act (the “Stark Law”) generally prohibits a 
physician who has a financial relationship with an entity such as a hospital from making referrals 
to that entity for “designated health services” if payment may be made under the Medicare or 
Medicaid program.  If such a financial relationship exists, referrals are prohibited unless a 
statutory exception is met.  Violations of the Stark law can result in denial of payment, substantial 
civil money penalties and exclusion from the Medicare and Medicaid programs.  “Designated 
health services” include inpatient and outpatient hospital services, clinical laboratory services, 
physical and occupational therapy services, radiology or other diagnostic services, radiation 
therapy services, durable medical equipment, parenteral and enteral nutrients, prosthetics, home 
health services, and outpatient prescription drugs.   

 Exceptions exist for certain arrangements.  However, the failure of arrangements between 
the Obligated Group and a physician to fall within one or more of these exceptions could have a 
materially adverse effect on the Obligated Group.  There is no assurance that all financial 
relationships between the Obligated Group and physicians would be found to be in compliance 
with the Stark Law.   

Limitations on Certain Arrangements Imposed by Fraud and Abuse Statutes  

 There is an expanding and complex body of laws, regulations and policies relating to 
Federal and state health programs.  These include reporting and other technical rules, as well as 
broadly stated prohibitions regarding inducements for referrals, such as the Federal 
Medicare/Medicaid Anti-Fraud and Abuse Amendments to the Social Security Act (the “Anti-
Kickback Law”), all of which carry potentially significant penalties for noncompliance.  Because 
the Anti-Kickback Law is broadly drafted (and broadly interpreted by several applicable Federal 
cases and in statements by officials of the Office of the Inspector General (the “OIG”) of the U.S.  
Department of Health and Human Services (“HHS”) which is charged with enforcement), it may 
create significant financial and other liability in connection with a wide variety of business 
arrangements involving hospitals, physicians, and other health care providers.  HHS has 
published regulations which describe certain “safe harbor” arrangements that will not be deemed 
to constitute violations of the Anti-Kickback Law, although failure to satisfy the conditions of a 
safe harbor does not necessarily result in a violation of the statute.  HHS is expected to 
promulgate additional safe harbor regulations in the future.  Activities that fall outside of the safe 
harbor arrangements include a wide range of activities frequently engaged in between hospitals 
and physicians and other third parties.  Violations may result in civil and criminal penalties, either 
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of which,  if imposed on the Obligated Group, could have a materially adverse effect on the 
Obligated Group.  Civil penalties range from monetary fines that may be levied on a per violation 
basis to temporary or permanent exclusion from the federal health care programs (which account 
for a significant portion of revenue and cash flow of most providers, including the members of 
the Obligated Group).  Criminal penalties may also be imposed.  These penalties may be applied 
to many cases in which hospitals and physicians conduct any of the following activities:  joint 
business activities; practice acquisitions; physician recruiting and retention programs; various 
forms of hospital assistance to individual physicians and medical practices or the physician 
contracting entities; physician referral services; hospital-physician service or management 
contracts; and space or equipment rentals between hospitals and physicians.  The Obligated 
Group conducts activities of these general types or similar activities, which pose varying degrees 
of risk.  Much of that risk cannot be assessed accurately due to the lack of case law or material 
guidance by the OIG and other state and federal authorities, although the OIG issues advisory 
opinions on the applicability of certain aspects of the Anti-Kickback Law under recently 
conferred statutory authority.   

While Management is not aware of any challenge or investigation concerning the members of the 
Obligated Group with respect to such matters, there can be no assurance that none will occur in 
the future.   

False Claims Act and Compliance Initiatives  

 The health care industry is increasingly subject to investigations relating to errors in 
billing and improper billing practices under the False Claims Act, the Civil Monetary Penalties 
statute and similar federal and state laws (the “False Claims Laws”).  Under the False Claims 
Laws, health care providers that submit incorrect or improper bills not only must refund any 
overpayments, but under some circumstances may be held liable for multiple damages and civil 
monetary penalties.  Payment for health care services by government agencies is regulated by 
complex laws, regulations, manual provisions and program memoranda.  While the Obligated 
Group believes it conducts its billing in accordance with these requirements, many of the 
applicable requirements are not clearly written or generally understood, and it is possible that in 
the future the Obligated Group may have to make refunds to third party payers based on a dispute 
over the interpretations of these requirements.   

 Private individuals, including patients, employees of health care providers, and others, 
also may bring suit under the qui tam provisions of the False Claims Act and may be eligible to 
receive a share of the funds ultimately recovered by the government.  Under certain 
circumstances, violations of the False Claims Laws also can lead to suspension or exclusion from 
the Medicare and Medicaid programs or, in cases of willful violations, criminal penalties.  The 
OIG, the U.S. Attorney’s Office, the Medicaid Fraud Control Unit and other government agencies 
from time to time have commenced investigations of various billing and financial practices in the 
health care industry.  While the Obligated Group is not to its knowledge the subject of any such 
investigation, there can be no assurance that the Obligated Group will not be investigated by one 
or more of these agencies in the future.  An action under the False Claims Laws, if determined 
adversely to the Obligated Group, could have a material adverse effect on the finances of the 
Obligated Group. 

 The OIG has encouraged all health care providers to adopt and implement compliance 
programs to promote compliance with federal and state laws, including the False Claims Laws, 
the Anti- Kickback Law and the Stark Law.  The Obligated Group has developed a compliance 
program, appointed a compliance officer, and established a Compliance Committee.  It should be 
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noted, however, that the presence of a compliance program is not an assurance that the Obligated 
Group will not be investigated by one or more federal and state agencies that enforce the False 
Claims Laws or that it will not be required to make repayments to various health care insurers 
(including the Medicare and/or Medicaid programs).   

 While Management is not aware of any other challenge or investigation concerning the 
Obligated Group with respect to such matters, there can be no assurance that such challenge or 
investigation will not occur in the future.   

Limitations on Contractual and Other Arrangements Imposed by Internal Revenue Code  

 As tax-exempt organizations, the Obligated Group members are limited with respect to 
their use of practice income guarantees, reduced rent on medical office space, low interest loans, 
joint venture programs, and other means of recruiting and retaining physicians.  The Internal 
Revenue Service (the “Service”) has recently intensified its scrutiny of a broad variety of 
contractual relationships commonly entered into by hospitals and has issued detailed hospital 
audit guidelines suggesting that field agents scrutinize numerous activities of hospitals in an 
effort to determine whether any action should be taken with respect to limitations on, or 
revocation of, their tax-exempt status or assessment of additional tax.   

 The Service has also commenced intensive audits of selected health care providers to 
determine whether the activities of these providers are consistent with their continued tax-exempt 
status.  Any suspension, limitation, or revocation of the tax-exempt status of the Obligated Group 
members or assessment of significant tax liability could have a materially adverse effect on the 
Obligated Group, and might lead to loss of tax exemption of interest on the Bonds.  The Service 
has also indicated that, in certain circumstances, violation of the fraud and abuse statutes could 
constitute grounds for revocation of a hospital’s tax-exempt status.  Members of the Obligated 
Group, like many hospitals, have entered into arrangements, directly or through affiliates, with 
physicians that are of the kind that the Service has indicated it will examine in connection with 
audits of tax-exempt hospitals.   

Revocation of Tax Exemption; Private Inurement  

 Revocation of the tax-exempt status of the Obligated Group under Section 501(c)(3) of 
the Internal Revenue Code could subject the interest paid to Bondholders to federal income tax 
retroactively to the date of issuance of the Bonds.  Section 501(c)(3) of the Code specifically 
conditions the continuing exemption of all organizations described in such section upon the 
requirement, among others, that no part of the net earnings of the organization inure to the benefit 
of any private individual.  Any violation of the prohibition against private inurement may cause 
the organization to lose its tax exempt status under Section 501(c)(3).  The Internal Revenue 
Service (the “Service”) has issued guidance in informal private letter rulings and general counsel 
memoranda on some situations that give rise to private inurement, but there is no definitive body 
of law, regulations or public advisory rulings that address many common arrangements between 
exempt hospitals and non-exempt individuals or entities.  While the Management of the Obligated 
Group believes that the Obligated Group’s arrangements with private persons and entities are 
generally consistent with the Service’s guidance, there can be no assurance concerning the 
outcome of an audit or other investigation by the Service given the lack of clear authority 
interpreting the range of activities undertaken by the Obligated Group.   

 Intermediate sanctions legislation enacted in 1996 imposes penalty excise taxes in cases 
where an exempt organization is found to have engaged in an “excess benefit transaction” with a 
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“disqualified person.”  Such penalty excise taxes may be imposed in lieu of revocation of 
exemption, or in addition to such revocation in cases where the magnitude or nature of the excess 
benefit calls into question whether the organization functions as a public charity.  The tax is 
imposed both on the disqualified person receiving such excess benefit and on any officer, 
director, trustee or other person having similar powers or responsibilities who participated in the 
transaction willfully or without reasonable cause, knowing it to involve “excess benefit.”  
“Excess benefit transactions” include transactions in which a disqualified person receives 
unreasonable compensation for services, or receives other economic benefit from the organization 
that either exceeds fair value or, to the extent provided in regulations yet to be promulgated, is 
determined in whole or in part by the revenues of one or more activities of such organization.  
“Disqualified persons” include “insiders” such as board members and officers, senior 
management and members of the medical staff, who in each case are in a position to substantially 
influence the affairs of the organization; their family members and thirty-five percent-owned 
entities.  Regulations provide that compensation of disqualified persons shall be presumed to be 
reasonable if it is: 1) approved by disinterested members of the organization’s board or 
compensation committee; 2) based upon data regarding comparable compensation arrangements 
paid by similarly-situated organizations; and 3) adequately documented by the board or 
committee as to the basis for its determination.  A presumption of reasonableness will also arise 
with respect to transfers of property between the exempt organization and disqualified persons if 
a similar procedure with approval by an independent board or committee is followed.   

 Although Management believes that the sanction of revocation of tax-exempt status is 
likely to be imposed only in cases of pervasive excess benefit, the imposition of penalty excise 
tax in lieu of revocation, based upon a finding that the Obligated Group or its affiliates had 
engaged in an excess benefit transaction, would likely result in negative publicity and other 
consequences that could have a materially adverse effect on the operations, property or assets of 
the Obligated Group. 

Affiliation, Merger, Acquisition and Divestiture  

 The Obligated Group plans for, evaluates and pursues potential merger and affiliation 
prospects on a consistent basis as part of its overall strategic planning and development process.  
As part of its on-going planning and property management functions, the Obligated Group 
reviews the use, compatibility and financial viability of many of its operations, and from time to 
time may pursue changes in the use of, or disposition of, its facilities.  Likewise, the Obligated 
Group may receive offers from, or conduct discussion with, third parties about the potential 
acquisition of operations or properties that may become part of the Obligated Group in the future, 
or about the potential sale of some of the operations and properties of the Obligated Group.  
Discussions with respect to affiliation, merger, acquisition, disposition, or change of use, 
including those that may affect the Obligated Group, are held on an intermittent, and usually 
confidential, basis with other parties and may include the execution on non-binding letters of 
intent.  As a result, it is possible that the assets currently owned by the Obligated Group may 
change from time to time, subject to the provisions in the financing documents that apply to 
merger, sale, disposition or purchase of assets.   

Antitrust 

 Enforcement of the antitrust laws against health care providers is becoming more 
common.  Antitrust liability may arise in a wide variety of circumstances including medical staff 
privilege disputes, payor contracting, physician relations, joint ventures, merger, affiliation and 
acquisition activities, and certain pricing and salary setting activities.  In some respects, the 
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application of the federal and state antitrust laws to health care is still evolving, and enforcement 
activity by federal and state agencies appears to be increasing.  Violation of the antitrust laws 
could be subject to criminal and civil enforcement by federal and state agencies, as well as by 
private litigants.  At various times, the Obligated Group may be subject to an investigation by a 
governmental agency charged with the enforcement of the antitrust laws, or may be subject to 
administrative or judicial action by a federal or state agency or a private party.  The most 
common areas of potential liability are joint action among providers with respect to payor 
contracting, medical staff credentialing, and use of a hospital ’s local market power for entry into 
related health care businesses.  From time to time, the Obligated Group is or will be involved 
with all of these types of activities, and it cannot be predicted whether or to what extent antitrust 
liability may arise.  Liability in any of these or other trade regulation areas may be substantial,  
depending on the facts and circumstances of each case.  With respect to payor contracting, the 
Obligated Group may, from time to time, be involved in joint contracting activity with other 
hospitals or providers.  The precise degree to which this or similar joint contracting activities may 
expose the participants to antitrust risk from governmental or private sources is dependent on a 
myriad of factual matters which may change from time to time.   

 If any medical group or other provider with which the Obligated Group becomes 
affiliated is determined to have violated the antitrust laws, the Obligated Group also may be 
subject to liability as a joint actor.   

Health Insurance Portability and Accountability Act  

 In 1996, Congress enacted the Health Insurance Portability and Accountability Act 
(“HIPAA”).  Pursuant to HIPAA, the U.S. Department of Health and Human Services has issued 
final regulations governing standard electronic transactions and code sets and privacy practices 
that require all health care providers, including hospitals, in addition to health plans and 
clearinghouses (collectively the “Covered Entities”), to develop and maintain certain policies and 
procedures with respect to individually identifiable health information, also known as protected 
health information or “PHI,” that is used and/or disclosed by Covered Entities.  Proposed 
regulations governing the development and implementation of security standards related to PHI 
were issued in August 1998 and final regulations are expected to be issued sometime in 2002.  
The electronic transaction and code set regulations, which will standardize how health claims and 
eligibility information is collected, recorded and processed, must be implemented by October 
2002, unless the Covered Entities in the Obligated Group formally request a one-year extension 
of time, which shall be granted only upon a showing of good cause.  The HIPAA privacy 
regulations will give patients of the Obligated Group greater control over their PHI and will set 
boundaries on medical record use and release. The regulations further impose requirements on 
health care providers to contractually obligate certain of their contractors who may receive 
protected health care information during the course of rendering services on behalf of such health 
care provider to abide by certain privacy requirements as well.  In addition, the current HIPAA 
regulations provide that certain state privacy laws may not be preempted by HIPAA.  
Accordingly, the Covered Entities within the Obligated Group, in certain instances, will remain 
subject to Massachusetts privacy laws as well as HIPAA privacy rules. 
 
 In addition, on March 27, 2002, the U.S. Department of Health and Human Services 
published in the Federal Register a notice of proposed rulemaking recommending changes to the 
previously issued final privacy rules.  It is not certain whether these changes will be adopted and 
if so, the impact such changes will have on members of the Obligated Group's HIPAA 
implementation plans.  Notwithstanding these proposed changes, presently the Obligated Group 
is required to implement the privacy regulations through the development of detailed policies and 
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procedures no later than April 14, 2003.  The Office of Civil Rights in the Department of Justice 
is charged with enforcement of the HIPAA privacy regulations.  Penalties available for violations 
of the privacy regulations range from $100 per violation for unintentional disclosures (with a 
maximum of $25, 000 in penalties for the same type of violation), to $250,000 fines and 10 years’ 
imprisonment for intentional disclosures designed for personal or commercial gain.   

 The members of the Obligated Group have established committees that are working on 
measures to promote the Obligated Group’s compliance with HIPAA.  While the cost of such 
compliance has not yet been determined, it is expected to be significant, and could have a 
materially adverse financial effect on the Obligated Group.   

Environmental Matters  

 Health care providers are subject to a wide variety of federal, state and local 
environmental and occupational health and safety laws and regulations.  These requirements 
govern medical and toxic or hazardous waste management, air and water quality control, notices 
to employees and the public, and training requirements for employees.  As a health care operator 
and employer, the Obligated Group is subject to potentially material liability for costs of 
investigating and remedying releases of any such substances either on its properties or that have 
migrated from its properties or that have been improperly disposed of off site and the harm to 
persons or property that such releases may cause.   

Other Risk Factors  

The following additional factors, among others, may adversely affect the operations of health care 
providers, including the Obligated Group, to an extent that cannot be determined at this time:  

• Employee strikes and other adverse labor actions and conditions, which could result in a 
substantial reduction in revenues without corresponding decreases in costs; 

• Continued difficulty in recruiting and retaining skilled clinical staff in the face of severe labor 
shortages, which could result in an increased dependence on temporary personnel to fill 
vacant positions at significantly increased expense or an inability to meet volume demands 
due to staffing shortages; 

• Increased unemployment or other adverse economic conditions in the Obligated Group’s 
service areas, which might increase the proportion of patients without health insurance 
benefits or who otherwise are unable to pay fully for the costs of their care; 

• Efforts by employers to reduce the costs of health insurance by having employees bear a 
greater portion of their health care costs, causing employees to be more selective and cost-
conscious in choosing health care services; 

• Efforts by insurers and governmental agencies to reduce the utilization of hospital facilities 
and limit payments for the services provided in such facilities; 

• Changes in the federal and state regulatory support for the Obligated Group’s recovery of the 
costs of delivering health care; 

• Reduced demand for the services of the Obligated Group which might result from decreases 
in the population of the Obligated Group’s service area; 
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• Reduced need for hospitalization or other health care services arising from medical and 
scientific advances; 

• Increases in cost and limitations in the availability of any insurance, such as malpractice, fire, 
automobile and general comprehensive liability, that providers of a size and type similar to 
the members of the Obligated Group generally carry; 

• Losses of revenues from outpatient and ancillary services resulting from physicians shifting 
tests and procedures to their own offices and other suppliers;  

• Adoption of legislation establishing a national health program; 

• Unionization of employees at additional sites of the Obligated Group which could result in a 
risk of employee strikes and other adverse labor actions and conditions that might result in a 
substantial reduction in revenues without a corresponding decrease in costs; 

• Broadening of the recently-initiated Medicare and Medicaid enforcement initiatives and 
investigations of hospitals throughout the United States to determine the appropriateness of 
coding practices, costs reported on their Medicare cost reports, and similar revenue and 
expense items; 

• Broadening of existing laws and regulations which enable government authorities, health care 
insurers, and/or private citizens to pursue the members of the Obligated Group under the 
False Claims Laws, the Anti-Kickback Law, the Stark Law, and other similar regulatory 
provisions; 

• Developments affecting the federal or state tax-exempt status of not-for-profit hospitals; and 
Acts of war or acts of so-called terrorists, including the use of weapons capable of mass 
destruction.   

 This letter and the information contained herein are submitted to the Authority by the 
Hospital on behalf of the Obligated Group for inclusion in the  Official Statement relating to the 
Series D Bonds. 
 
 
Respectfully submitted, 
Milford-Whitinsville Regional Hospital, Inc. 
 
 
By:  /s/ Francis M. Saba_____________ 
       Francis M. Saba, President and CEO 
 
 
By: /s/ Edward  J. Kelly__________________ 
       Edward J. Kelly, Executive Vice President 
          and CFO 
 
 
 

 

  
 



[THIS PAGE INTENTIONALLY LEFT BLANK]



APPENDIX B

FINANCIAL STATEMENTS OF THE OBLIGATED GROUP



[THIS PAGE INTENTIONALLY LEFT BLANK]





































[THIS PAGE INTENTIONALLY LEFT BLANK]



APPENDIX C-1

DEFINITION OF CERTAIN TERMS

APPENDIX C-2

SUMMARY OF MASTER TRUST INDENTURE

APPENDIX C-3

SUMMARY OF SUPPLEMENTAL MASTER INDENTURE

APPENDIX C-4

SUMMARY OF THE AGREEMENT



[THIS PAGE INTENTIONALLY LEFT BLANK]



APPENDIX C-1

C-1

DEFINITIONS OF CERTAIN TERMS

In addition to terms defined elsewhere in this Official Statement, the following terms
have the following meanings in this Official Statement, unless the context otherwise requires:

“Act” means Chapter 614 of the Massachusetts Acts of 1968 as amended from time to
time.

“Additional Indebtedness” means any Indebtedness (including all Indenture
Indebtedness) incurred by any Member of the Obligated Group, subsequent to its becoming a
Member of the Obligated Group, but shall not include the Massachusetts Health and Educational
Facilities Authority Revenue Bonds, Milford-Whitinsville Regional Hospital Issue, Series C,
Obligation No. 1 securing such bonds or the loan of proceeds of such bonds.

“Adjusted Annual Operating Revenues” means, as to any Fiscal Year, the aggregate of
operating revenues not including uncollectible accounts, of all Members of the Obligated Group
for such year as shown on the consolidated or combined audited financial statements of the
Obligated Group, less contractual allowances, free care and uncollectible accounts (to the extent
uncollectible accounts are included in operating revenues), determined in accordance with
generally accepted accounting principles and in such a manner that no portion of the operating
revenues, contractual allowances, free care or uncollectible accounts of any Member is included
more than once.

“Affiliate” shall mean a corporation, partnership, joint venture, association, business trust
or similar entity organized under the laws of the United States of America or any state thereof:
(a) which Controls or which is Controlled, directly or indirectly, by any Member or any Affiliate;
or (b) a majority of the members of any Governing Body of which are members of the
Governing Body of any Member.

“Aggregate Debt Service Requirement” means, as to any period, the aggregate of the
Debt Service Requirements of all Members of the Obligated Group for such period, determined
in such a manner that no portion of the Debt Service Requirement of any Member is included
more than once.

“Aggregate Income Available for Debt Service” means, as to any period, the aggregate of
Income Available for Debt Service of all Members of the Obligated Group for such period,
determined in such a manner that no portion of Income Available for Debt Service of any such
Member is included more than once.

“Agreement” or “Loan and Trust Agreement” means the Loan and Trust Agreement
dated as of June 11, 2002, among the Authority, the Institution and Citizens Bank of
Massachusetts, as Trustee (the “Trustee”).

“Authorized Officer” means: (i) in the case of the Authority, the Chairman, Vice
Chairman, Secretary, Executive Director, Assistant Executive Director, Director of Financing
Programs, Director of Administration and Finance or General Counsel, and when used with
reference to an act or document of the Authority also means any other person authorized to
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perform the act or execute the document; and (ii) in the case of the Institution, the Chairman or
other presiding officer of the Board of Trustees, the President, Director or other chief executive
or administrative officer, any Vice President or Vice Chairman, the Treasurer or other chief
financial officer or any Assistant Treasurer, and when used with reference to an act or document
of the Institution, also means any other person authorized to perform the act or execute the
document.

“Authority” means the Massachusetts Health and Educational Facilities Authority and its
successors.

“Balloon Indebtedness” means (i) Long-Term Indebtedness which is part of an issue of
Indebtedness 25% or more of which has its Date of Maturity in the same 12 month period or (ii)
any portion of an issue of Long-Term Indebtedness which is so designated by the Member whose
debt it is pursuant to an Officer’s Certificate stating that such portion shall be deemed to
constitute a separate issue of Balloon Indebtedness.

“Bond Counsel” means any attorney at law or firm of attorneys selected by the Authority,
of nationally recognized standing in matters pertaining to the federal tax exemption of interest on
bonds issued by states and political subdivisions, and duly admitted to practice law before the
highest court of any state of the United States, but shall not include counsel for the Institution.

“Bond Year” means each one year period (or shorter period from the date of issue of a
series of Bonds) ending on June 30.

“Bondowners” means the registered owners of the Bonds from time to time as shown in
the books kept by the Paying Agent as bond registrar and transfer agent.

“Bonds” means the Massachusetts Health and Educational Facilities Authority Revenue
Bonds, Milford-Whitinsville Regional Hospital Issue, Series D, dated June 15, 2002 (the
“Bonds”) and any Bond or Bonds duly issued in exchange or replacement therefor.

“Book Value,” when used in connection with Property of any Member of the Obligated
Group, means the cost of such Property, net of accumulated depreciation, calculated in
conformity with generally accepted accounting principles, and when used in connection with
Property of the Obligated Group, means the aggregate of the values so determined with respect
to such Property of all Members of the Obligated Group determined in such a manner that no
portion of such value of Property of any Member is included more than once.

“Business Day” means a day on which banks in each of the cities in which the principal
offices of the Trustee and the Paying Agent are located are not required or authorized to remain
closed and on which the New York Stock Exchange is not closed.

“Capitalization” means the sum of (i) the aggregate principal amount of all Outstanding
Long-Term Indebtedness of the Members of the Obligated Group plus (ii) the aggregate
Unrestricted Net Assets of the Members of the Obligated Group.
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“Code” means the Internal Revenue Code of 1986, as it may be amended from time to
time.

“Commonwealth” means The Commonwealth of Massachusetts.

“Completion Indebtedness” means any Long-Term Indebtedness incurred by any
Member of the Obligated Group for the purpose of financing the completion of constructing or
equipping facilities for the construction or equipping of which Long-Term Indebtedness has
theretofore been incurred to the extent necessary to provide a completed and equipped facility of
the type and scope contemplated at the time such prior Long-Term Indebtedness was originally
incurred and for the purpose of financing a related debt service reserve fund, if any.

“Construction Index” shall mean the construction index based on unit costs as reported in
the Repair & Remodel Quarterly as most recently published prior to the date in question by
Marshall and Swift or its successor agency and, if such index is no longer published, or if such
index is no longer acceptable to the Representative, such other index as is certified to be
comparable and appropriate by the Representative in an Officer’s Certificate delivered and
acceptable to the Master Trustee.

“Consultant” means an independent firm which is a certified public accountant or
professional management consultant, selected by the Representative, reasonably acceptable to
the Master Trustee and having the skill and experience necessary to render the particular report
required by the provision hereof in which such requirement appears.

“Controlled” or “Controls” means with respect to:  (a) a corporation having stock, the
ownership, directly or indirectly, of more than 50% of the securities (as defined in Section 2(l) of
the Securities Act of 1933, as amended) of any class or classes, the holders of which are
ordinarily, in the absence of contingencies, entitled to elect a majority of such corporation’s
directors (or persons performing similar functions); (b) a not for profit corporation not having
stock, the power to elect or appoint, directly or indirectly, a majority of the Governing Body of
such corporation; (c) a partnership, the ownership, directly or indirectly, of general partnership
interests equal to at least 50% of the general partnership interests; or (d) any other entity, the
power to direct the management of such entity through the ownership of at least a majority of its
voting securities or the right to designate or elect at least a majority of the members of its
Governing Body, by contract or otherwise.

“Corporate Trust Office” means the office of the Master Trustee at which its principal
corporate trust business is conducted, which at the date hereof is located at Citizens Bank, One
Citizens Plaza, Providence, Rhode Island, 02903-1339.

“Current Value” means (a) with respect to Property, Plant and Equipment:  (i) the
aggregate fair market value specified in a written report of an appraiser selected by the
Representative and reasonably acceptable to the Master Trustee and, in the case of real property,
who is a member of the American Institute of Real Estate Appraisers (MAI), delivered to the
Master Trustee (which report shall be dated not more than three years prior to the date as of
which Current Value is to be calculated) increased or decreased by a percentage equal to the
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aggregate percentage increase or decrease in the Construction Index from the date of such report
to the date as of which Current Value is to be calculated; plus (ii) the Book Value of any
Property, Plant and Equipment acquired since the last such report increased or decreased by a
percentage equal to the aggregate percentage increase or decrease in the Construction Index from
the date of such acquisition to the date as of which Current Value is to be calculated; minus (iii)
the fair market value (as reflected in such most recent appraiser’s report) of any Property, Plant
and Equipment disposed of since the last such report increased or decreased by a percentage
equal to the aggregate percentage increase or decrease in the Construction Index from the date as
of which such Book Value was determined to the date of such report, as the case may be, to the
earlier of the date of disposition of such Property, Plant and Equipment or the date as of which
Current Value is to be calculated, and (b) with respect to any other Property, the fair market
value of such Property, which fair market value shall be evidenced in a manner reasonably
acceptable to the Master Trustee.

“Date of Maturity” means as to any Indebtedness, as of any date of determination, the
first date thereafter on which such Indebtedness is payable, whether at maturity, by mandatory
(including sinking fund) redemption (or purchase) or by redemption (or purchase) at the option
of the holders; provided that if portions of any Indebtedness are payable on different dates, the
Date of Maturity shall be separately determined for each such portion.  If there is a refinancing
arrangement for any Indebtedness, in determining Dates of Maturity, such Indebtedness shall be
deemed to be payable in accordance with the terms of the refinancing arrangement.

“Days Cash on Hand” shall mean as of any date of calculation, an amount equal to (A)(1)
the amount of total unrestricted cash, cash equivalents, and marketable securities (excluding
amounts on deposit in the funds and accounts created with respect to payment of interest on and
principal of securities) as of such date divided by (2) an amount equal to the operating expenses
less depreciation for the twelve-month period then ending, (B) multiplied by 365.

“Debt Service Requirement” means, with respect to each Member of the Obligated
Group, as to any period of time, the aggregate of the amounts required to be paid to amortize
principal of Outstanding Long-Term Indebtedness and to pay interest (other than capitalized
interest) on Outstanding Long-Term Indebtedness of such Member during such period, taking
into account in determining the Debt Service Requirement (A) for any future period that (i)
Indebtedness shall be deemed payable on the dates and in the amounts contemplated in the
Indenture, and (ii) except as otherwise expressly permitted in the Indenture, principal on all
Indebtedness shall be deemed to be payable on the Date of Maturity thereof, and (B) for any
period with respect to Indebtedness that has been refunded or refinanced or is secured by an
Irrevocable Deposit and that accordingly is not required to be carried on the books of any
Member of the Obligated Group according to generally accepted accounting principles, the
amounts of principal and interest taken into account during such period shall exclude amounts
payable from proceeds (and/or the investment thereof) of such refunding or refinancing or from
such Irrevocable Deposit.

“Debt Service Reserve Fund Requirement” means as of any date of calculation an
amount equal to the lesser of (a) maximum annual debt service on Bonds Outstanding during the
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then current or any future Fiscal Year, (b) 125% of the average annual debt service on Bonds
Outstanding; or (c) 10% of the aggregate proceeds of the Bonds upon original issuance thereof.

“Discount Indebtedness”  means an issue of Indebtedness which is originally sold by the
issuer at a price (excluding accrued interest but without deduction of any underwriters’ discount)
of less than the principal amount of such Indebtedness.

“Event of Default” means any one or more of those events set forth in the Indenture.

“Fiscal Year” means the fiscal year ending September 30 or any other fiscal year
designated from time to time in writing by the Representative to the Trustee; for purposes of
making historical calculations or determinations set forth in the Indenture on a Fiscal Year basis,
or for purposes of combinations or consolidation of accounting information, with respect to those
Members whose actual fiscal year is different from that designated above, the actual fiscal year
of such Members which ended within the Fiscal Year of the Obligated Group shall be used;
provided, however, that for purposes of making any calculations or determinations as set forth in
the Indenture, the Representative may designate in writing to the Master Trustee as the “Fiscal
Year” any 12-month period.  Whenever the Indenture refers to a Fiscal Year of an individual
Member, such reference shall be to the actual Fiscal Year adopted by such Member.

“Governing Body” means, when used with respect to the Representative or any other
Member of the Obligated Group, its board of directors, board of trustees, or other board or group
of individuals, or the individual, in which the powers of the Representative or the Member of the
Obligated Group are vested.

“Government or Equivalent Obligations” means (i) direct obligations of the United States
of America (including obligations issued or held in book-entry form on the books of the
Department of the Treasury of the United States of America), (ii) obligations the timely payment
of the principal of and interest on which are fully guaranteed by the United States of America,
(iii) certificates which evidence ownership of the right to the payment of the principal of and
interest on obligations described in clauses (i) and (ii) and the interest component of REFCORP
Strips which have been stripped by request to the Federal Reserve Bank of New York, provided
that such obligations are held in the custody of a bank or trust company satisfactory to the Master
Trustee or the Authority, as the case may be, in a special account separate from the general assets
of such custodian; and (iv) prerefunded tax-exempt obligations of any state or instrumentality,
agency or political subdivision thereof which are rated “Aaa” by Moody’s and “AAA” by S&P
(provided, however, if such obligations are only rated by S&P, then such obligations must be
fully secured as to interest and principal due thereon by, or payments as to principal and interest
on which shall be made from, obligations described in clauses (i) and (ii) or prerefunded tax-
exempt obligations rated “AAA” by S&P).

“Governmental Issuer” means any federal, state or municipal corporation or political
subdivision thereof or any instrumentality of any of the foregoing empowered to issue
obligations.
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“Gross Receipts” shall mean, in addition to all revenues and receipts included in the
definition of “Patient Receipts” contained in the original Master Indenture, the revenues and
receipts of each Member of the Obligated Group from all sources (other than gifts, grants or
bequests which by their terms may not lawfully be used to fulfill the Obligated Group’s
obligations to make payments under the Indenture), whether in the form of proceeds of accounts
receivable or contract rights or otherwise.

“Guaranty” means all obligations of any Member of the Obligated Group guaranteeing in
any manner whether directly or indirectly any obligation of any other Person for money
borrowed provided that if such Person is not a member of the Obligated Group, such obligations
would constitute Indebtedness under the Indenture if such other Person were a Member of the
Obligated Group.

“Hedge Agreement” means an interest rate swap, cap, collar, floor, forward, or other
hedging agreement, arrangement or security, however denominated, expressly identified
pursuant to its terms as being entered into in connection with and in order to hedge interest rate
fluctuations on all or a portion of any indebtedness, and with a counterparty which is rated at
least “A” by Moody’s or S&P.

“Hedging Contract” means an interest rate swap, exchange, cap or other agreement
between a Member and another party for the purpose of hedging payment, interest rate, spread or
similar exposure.

“Historical Debt Service Coverage Ratio” means, for any period of time, the ratio
determined by dividing Aggregate Income Available for Debt Service for that period by the
Aggregate Debt Service Requirement for such period.

“Historical Test Period” means, with respect to an event, the most recent full Fiscal Year
of the Obligated Group preceding the event for which audited financial statements are available.

“Hospital Consultant” means a nationally recognized firm of independent public
accountants or hospital management consultants selected by the Institution and approved by the
Authority.

“Income Available for Debt Service” means, with respect to each Member of the
Obligated Group, as to any period of time, the excess of revenue and gains over expenses and
losses (excluding from revenue and expenses extraordinary items, non-cash items, infrequently
occurring items or unusual items and the cumulative effect of changes in accounting principles,
excluding income from Irrevocable Deposits and excluding from expenses depreciation, interest
on Long-Term Indebtedness and amortization of bond discount and financing expenses), all as
determined in accordance with generally accepted accounting principles.

“Indebtedness” means all obligations for borrowed money, or installment sale and
capitalized lease obligations, incurred or assumed by any Member of the Obligated Group,
including Guaranties (other than any Guaranty by any Member of the Obligated Group of
Indebtedness of any other Member of the Obligated Group), Long-Term Indebtedness,
Short-Term Indebtedness, subordinated Indebtedness or any other obligation of a Member for
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payments of principal and interest with respect to money borrowed except obligations of a
Member of the Obligated Group to another Member of the Obligated Group.

  “Indenture” or “Master Indenture” means the Master Trust Indenture dated as of January
13, 1998 among the Representative, MWRH Corporation, Tri-County Medical Associates, Inc.
and the Master Trustee, as amended and supplemented from time to time, including by
Supplemental Master Indenture for Obligation No. 1 dated as of January 13, 1998 between the
Institution and the Master Trustee and by Supplemental Master Indenture for Obligation No. 2
dated as of June 11, 2002 between the Institution and the Master Trustee.

“Indenture Indebtedness” means any Indebtedness evidenced by or the repayment of
which is secured by an Obligation or Obligations issued and delivered under the Indenture and
authenticated by the Master Trustee pursuant to thereof.

“Initial Members” means the Institution, Tri-County Medical Associates, Inc. and the
Representative.

“Institution” means Milford-Whitinsville Regional Hospital, Inc. (with its successors).

“Insurance Consultant” means an independent Person or firm which is selected by the
Representative or other Member of the Obligated Group, as the case may be, and acceptable to
the Master Trustee and qualified to survey risks and to recommend insurance coverage for
hospitals, health-related facilities and services and organizations engaged in such operations.

“IRC” means the Internal Revenue Code of 1986, as it may be amended and applied to
each series of Bonds from time to time.

“Irrevocable Deposit” means the irrevocable deposit in trust of cash in an amount (or
Government or Equivalent Obligations the principal of and interest on which will be in an
amount) and under terms sufficient to pay all or a portion of the principal of, premium, if any,
and interest on, as the same shall become due, any Indebtedness which immediately prior to the
time of such deposit is Outstanding.  The trustee of such deposit may be the Master Trustee, a
Related Bond Trustee or any other trustee authorized to act in such capacity.

“Lien” means any mortgage or pledge of, security interest in or lien or encumbrance on
any Property of any Member of the Obligated Group which secures any Indebtedness or any
other obligation of any Member of the Obligated Group, or which secures any obligation of any
Person other than an obligation to any Member of the Obligated Group, excluding liens
applicable to Property in which the Member of the Obligated Group has only a leasehold interest
unless the lien secures Indebtedness of any Member of the Obligated Group.

“Long-Term Indebtedness” means any Indebtedness which is not Short-Term
Indebtedness.

“Master Trustee” means Citizens Bank of Massachusetts and its successors as Trustee
under the Master Indenture.
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“Maximum Annual Debt Service” means the highest Aggregate Debt Service
Requirement for the then current or any succeeding Fiscal Year during which any Obligations
are Outstanding.

“Member of the Obligated Group” or “Member” means (i) the Initial Members and (ii)
any other Person which at any time after the delivery of the Indenture has become a Member of
the Obligated Group and has not withdrawn from the Obligated Group.

“Moody’s” means Moody’s Investors Service, Inc., or any successor rating agency.

“Mortgage” shall mean the Mortgage and Security Agreement dated as of June 11, 2002
from the Representative to Citizens Bank of Massachusetts, as Master Trustee under this
Indenture and providing for the mortgage of the Mortgaged Property.

“Mortgaged Property” shall mean the premises described in the Mortgage, all rights and
easements appurtenant thereto and all buildings, structures, fixtures and improvements thereon,
whether in existence on the date of the Mortgage or later coming into existence and whether
owned by the Representative on the date of the Mortgage or acquired thereafter, together with
any additional real property not included in the foregoing provisions which may be added to the
Mortgaged Property by a supplemental agreement to the Mortgage.

“Note” means the Obligation No. 2 issued under the Master Indenture.

“Obligated Group” means the Initial Members and each other Member of the Obligated
Group, if any.

“Obligation” means an instrument evidencing or securing the repayment of particular
Indenture Indebtedness, provided such instrument has been issued and executed and
authenticated.

“Obligation Holder” or “Holder” means the registered owner of any Obligation.

“Officer’s Certificate” means an original certificate of which shall be received by the
Master Trustee, signed by the chief financial officer or such other person designated in writing
by the chief financial officer or by resolution of the Governing Body of the Representative or
other Member as the case may be.

“Opinion of Bond Counsel” means an opinion in writing signed by an attorney or firm of
attorneys acceptable to the Master Trustee and experienced in the field of municipal bonds
whose opinions are generally accepted by purchasers of municipal bonds.

“Outstanding” when used with reference to Indebtedness, means, as of any date of
determination, all Indebtedness theretofore issued or incurred and not paid and discharged other
than (i) Obligations theretofore cancelled by the Master Trustee or delivered to the Master
Trustee for cancellation, (ii) Indebtedness deemed paid and no longer Outstanding or for which
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the requirements have been satisfied from proceeds of Long-Term Indebtedness or from any
other funds, and (iii) Obligations and any coupons appurtenant thereto in lieu of which other
Obligations have been authenticated and delivered pursuant to the provisions of the Related
Supplement regarding mutilated, destroyed, lost or stolen Obligations unless proof satisfactory to
the Master Trustee has been received that any such Obligation is held by a bona fide purchaser.

“Patient Receipts” for purposes of the Master Trust Indenture, is deemed to mean "Gross
Receipts”.

“Paying Agent” means the Paying Agent designated from time to time.

“Permitted Liens” has the meaning given in Appendix C – Summary of the Master
Indenture.

“Person” means an individual, association, unincorporated organization, a corporation,
trust, partnership, joint venture, or a government or an agency or a political subdivision thereof.

“Project” means the acquisition of land, site development, construction or alteration of
buildings or the acquisition or installation of furnishings and equipment, or any combination of
the foregoing, in connection with the following: (A) constructing, furnishing and equipping an
approximately 46,000 gross square feet, three story building to be located at 14 Prospect Street,
Milford (the “Milford Site”), to be used as: (i) a medical/surgical unit comprised of 24 beds (12
newly-licensed beds and 12 replacement beds), a surgical center including pre-admission testing,
8 operating rooms (including 2 new operating rooms), post-anesthesia care unit, and surgical day
care; (ii) additional obstetrics intake and triage space; (iii) additional newborn nursery space; (iv)
relocated administrative offices; and (v) a new cafeteria; (B) renovating approximately 5,000
gross square feet of existing space at the Milford Site to change such space from the cafeteria
and morgue to a new kitchen; (C) renovating approximately 4,200 gross square feet of existing
space at the Milford Site to change such space from administrative office space to operating
room office space and central sterile supply storage; (D) constructing, furnishing and equipping
an approximately 4,200 gross square feet addition of a partial new floor on top of an existing
building located at the Milford Site, to be used as: (i) additional laboratory space; (ii) swing
space for temporary moves during construction; and (iii) space for mechanical infrastructure; (E)
renovating approximately 2,500 gross square feet of existing space at the Milford Site and
currently used as the existing labor, delivery, recovery, and post-partum unit to add private
bedrooms and convert some of the existing space to office and storage space; (F) renovating
approximately 500 gross square feet of existing space at the Milford Site to change such space
from plant operations department space to space for the morgue; (G) demolishing a two-story
structure built in 1958 located at the Milford Site; (H) refinancing an existing mortgage relating
to property located at 1 Emerson Street, Mendon (the “Mendon Site”); and (I) miscellaneous
construction, renovation, equipping, improving and furnishing various Institution facilities at the
Milford Site, the Mendon Site and 18 Granite Street, Whitinsville.

The word “Project” also refers to the facilities which result or have resulted from the
foregoing activities. The scope of the Project may be increased or decreased with the written
consent of the Authority upon certification by the Project Officer on behalf of the Institution
describing the change, estimating the resulting increase or decrease in the cost of the Project and
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stating: (i) that the amendment will not cause the Project to violate any applicable building,
zoning, land use, environmental protection, historical, sanitary, safety or health care laws, rules
and regulations or applicable grant, reimbursement or insurance requirements or the provisions
of the Agreement; (ii) that the changes are covered by a Determination of Need (which shall
mean a determination pursuant to Chapter 111, Section 25C, of the Massachusetts General Laws)
or are exempt from the requirement of a Determination of Need; (iii) with respect to any portion
of the Project to which the amendment relates and for which a Determination of Need has been
obtained, that the amendment is consistent with the Determination of Need and is not expected to
increase its cost beyond the amount approved in the Determination of Need; (iv) with respect to
any portion of the Project to which the amendment relates and which is exempt from the
requirement of a Determination of Need, that the amendment is consistent with the exemption;
and (v) as to any portion to which the amendment relates and which is exempt by reason of its
cost being not more than the amount exempted by statute, that the amendment is not expected to
increase its cost beyond that amount.  The signers of the certificate may rely, as to conclusions of
law, on an opinion of counsel furnished to the Authority and referred to in the certificate.  The
Authority may waive any provision required to be contained in the certificate or confirmed by
the Architect upon advice of counsel that the waiver does not adversely affect the security for the
Bonds.  The scope of the Project may be increased only upon receipt by the Authority of an
Opinion of Bond Counsel regarding the increase in scope.

“Project Costs” means the costs of issuing the Bonds and carrying out the Project,
including repayment of external loans and internal advances for the same to the extent permitted
by the Agreement, working capital expenditures directly related to the Project, and interest prior
to, during and for up to one year after construction is substantially complete, but excluding
general administrative expenses, overhead of the Institution and interest on internal advances.

“Project Officer” means Edward J. Kelly or an alternate or successor appointed by the
Institution.

“Projected Debt Service Coverage Ratio” means, for any future forecast period of time,
the ratio determined by dividing projected or forecasted Aggregate Income Available for Debt
Service during such period by Maximum Annual Debt Service during such period.

“Projection” means a forecast or determination of the Projected Debt Service Coverage
Ratio or a determination of historical coverage of pro forma Indebtedness.

“Property” means with respect to each Member any and all of its rights, titles and
interests in and to any and all property, whether real or personal, tangible or intangible and
wherever situated including, without limitation, accounts, accounts receivable, contract rights
and general intangibles, and all proceeds of all of the foregoing, whether cash or non-cash.

“Property, Plant and Equipment” means all Property of the Members of the Obligated
Group which is property, plant and equipment under generally accepted accounting principles.

“Rebate Year” means the one year period (or shorter period beginning on the date of
issue) ending on June 30.



APPENDIX C-1

C-11

“Related Bond Indenture” means any indenture, bond resolution or other comparable
instrument pursuant to which a series of Related Bonds is issued, together with any mortgage,
note, loan agreement or similar instrument securing such series of Related Bonds.

“Related Bond Issuer” means the Governmental Issuer of any issue of Related Bonds.

“Related Bonds” means the revenue bonds, notes, other evidences of indebtedness or any
other obligations issued by a Governmental Issuer, pursuant to a single Related Bond Indenture,
the proceeds of which are loaned or otherwise made available to or for the benefit of a Member
of the Obligated Group, directly or indirectly, in consideration, in whole or in part, of the
execution, authentication and delivery of an Obligation or series of Obligations to or for the
order of such Governmental Issuer or Related Bond Trustee.

“Related Bond Trustee” means the trustee and its successors in the trust created under
any Related Bond Indenture, and if there is no such trustee, shall mean the Related Bond Issuer.

“Related Supplement” means an indenture supplemental to, and authorized and executed
pursuant to the terms of, the Indenture for the purpose of authorizing Obligations to evidence or
secure Indenture Indebtedness.

“Representative” means Miford-Whitinsville Regional Hospital, Inc. (with its successors)
or such other Member of the Obligated Group as may be designated from time to time pursuant
to written notice to the Master Trustee executed by each Member of the Obligated Group.

"Restricted Property," for purposes of the Master Trust Indenture, is deemed to mean,
collectively, "Mortgaged Property" and, unless the context otherwise requires, "Gross Receipts."

“Revenues” means all rates, mortgage payments, rents, fees, charges, and other income
and receipts, including proceeds of insurance, eminent domain and sale, and including proceeds
derived from any security, payable to the Authority or the Trustee under the Agreement,
excluding administrative fees of the Authority, fees of the Trustee, reimbursements to the
Authority or the Trustee for expenses incurred by the Authority or the Trustee, and
indemnification of the Authority and the Trustee.

“S&P” means Standard & Poor’s Ratings Group, Inc., or any successor rating agency.

“Short-Term Indebtedness” means any issue of Indebtedness no portion of which has a
Date of Maturity more than one year from the date of original issuance thereof.

“UCC” means the Massachusetts Uniform Commercial Code.

“Unrestricted Net Assets” means, as of any date of determination, (i) for each Member
which is a tax-exempt entity, the aggregate unrestricted net assets of such Member, and (ii) for
each Member which is not a tax-exempt entity or which is a tax-exempt entity in a business
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form, the excess of assets over liabilities and stockholders’ equity of such Member, in each case
as shown on the most recent audited financial statements of or including the Member.

IN ADDITION, THE FOLLOWING DEFINITIONS SHALL APPLY TO THE
AGREEMENT:

“Government or Equivalent Obligations” means (i) obligations issued or guaranteed by
the United States; (ii) certificates evidencing ownership of the right to the payment of the
principal of and interest on obligations described in clause (i), provided that such obligations are
held in the custody of a bank or trust company satisfactory to the Trustee or the Authority, as the
case may be, in a special account separate from the general assets of such custodian; and (iii) any
open-end or closed-end management type investment company or trust registered under 15
U.S.C. §80(a)-1 et seq., provided that the portfolio of such investment company or trust is
limited to obligations described in clause (i) and repurchase agreements fully collateralized by
such obligations, and provided further that such investment company or trust shall take custody
of such collateral either directly or through a custodian satisfactory to the Trustee or the
Authority.

“Opinion of Bond Counsel” means an opinion of Bond Counsel to the effect that the
matter or action in question will not have an adverse impact on the tax-exempt status of the
Bonds for federal income tax purposes.

“Outstanding,” when used to modify Bonds, refers to Bonds issued under the Agreement,
excluding: (i) Bonds which have been exchanged or replaced, or delivered to the Trustee for
credit against a principal payment or a sinking fund installment; (ii) Bonds which have been
paid; (iii) Bonds which have become due and for the payment of which moneys have been duly
provided; and (iv) Bonds for which there have been irrevocably set aside sufficient funds, or
Government or Equivalent Obligations described in clause (i) or (ii) of the definition thereof
bearing interest at such rates, and with such maturities as will provide sufficient funds, to pay or
redeem them, provided, however, that if any such Bonds are to be redeemed prior to maturity,
the Authority shall have taken all action necessary to redeem such Bonds and notice of such
redemption shall have been duly mailed in accordance with the Agreement or irrevocable
instructions so to mail shall have been given to the Trustee.

[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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The following is a brief summary prepared by Palmer & Dodge LLP, Bond Counsel to
the Authority, of certain provisions of the Master Trust Indenture.  This summary does not
purport to be complete, and reference is made to the document for full and complete statement of
such and all provisions.

SUMMARY OF THE MASTER TRUST INDENTURE

Amount of Indenture Indebtedness

The number of Obligations evidencing or securing Indenture Indebtedness that may be
created under the Master Indenture is not limited.  The aggregate principal amount of Indenture
Indebtedness and the principal amount of each Obligation that may be issued, authenticated and
delivered under the Master Indenture is not limited except as limited by the provisions of the
Master Indenture or of the Related Supplements.  (Section 2.01)

Designation of Indenture Indebtedness

Obligations shall be issued in such forms as may from time to time be determined by
Related Supplements permitted under the Master Indenture.  Each Obligation or series of
Obligations shall be created by a different Related Supplement and each Obligation shall be
designated in such a manner as will differentiate such Obligation from any other Obligation.
(Section 2.02)

Security for Obligations

Subject to certain limitations in the Master Indenture, any Obligation issued under the
Master Indenture may be secured by security (including, without limitation, letters or lines of
credit, insurance or permitted Liens on Property, or security interests in depreciation reserves,
debt service or interest reserves or debt service or similar funds) in addition to the Lien on Gross
Receipts, which additional security need not extend to any other Indebtedness (including any
other Obligations).  (Section 2.06)

Pledge of Gross Receipts

Under the Master Indenture, each Member of the Obligated Group pledges and grants to
the Master Trustee a Lien on and security interest in its Gross Receipts to secure all Indenture
Indebtedness subject to its right to grant a prior lien pursuant to the Master Indenture.  If any
required payment on any Indenture Indebtedness is not made when due, any Gross Receipts with
respect to which this security interest remains perfected pursuant to law shall, to the extent
permitted by law, be transferred or paid over immediately to the Master Trustee without being
commingled with other funds (unless already commingled) and any Gross Receipts thereafter
received shall upon receipt by a Member of the Obligated Group be transferred to the Master
Trustee in the form received (with necessary endorsements) to the extent necessary to cure the
deficiency.  Each Member of the Obligated Group represents and warrants that the Lien on Gross
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Receipts is and at all times will be a first Lien, subject only to (a) Liens permitted below under
“Permitted Liens” and (b) non-consensual Liens arising by operation of law.  (Section 2.07)

Conditions for Membership

A Person may become a Member of the Obligated Group upon the following conditions:

(a) Such Person shall agree (i) to become a Member of the Obligated Group under the
Master Indenture and thereby to become subject to compliance with all provisions of the Master
Indenture pertaining to a Member of the Obligated Group; (ii) to unconditionally and irrevocably
guarantee to the Master Trustee and each other Member of the Obligated Group that all
Obligations issued and then Outstanding under the Master Indenture will be paid in accordance
with the terms thereof when due; and (iii) to grant to the Master Trustee a Lien on its Gross
Receipts in accordance with the Master Indenture;

(b) Receipt by the Master Trustee of an Opinion of Counsel to the effect that (i) the
Master Indenture and the instrument executed and delivered by such Person in accordance with
paragraph (a) above are valid and binding obligations of such Person, enforceable against such
Person in accordance with their terms, which opinion may be qualified; and (ii), subject to
Permitted Liens, the grant of a Lien on Gross Receipts by such Person constitutes a valid and
perfected security interest in such Gross Receipts;

(c) Receipt by the Master Trustee of an Officer’s Certificate to the effect that the
Representative consents to such person becoming a Member of the Obligated Group;

(d) Receipt by the Master Trustee of an Opinion of Counsel to the effect that the
conditions relating to membership in the Obligated Group have been satisfied, and that under
then existing law such Person’s becoming a Member of the Obligated Group will not subject any
Obligation or Indenture Indebtedness to the registration provisions of the Securities Act of 1933,
as amended (or that such Obligation or Indenture Indebtedness has been so registered if
registration is required) or to qualification under the Trust Indenture Act of 1939, as amended (or
that such Obligation or Indenture Indebtedness has been so qualified);

(e) If any Related Bond which bears interest that is not includable in gross income
under the Code has not been fully paid, the Master Trustee shall have received an Opinion of
Bond Counsel, in form and substance satisfactory to the Master Trustee, to the effect that under
then existing law such Person’s becoming a member of the Obligated Group would not cause the
interest payable on such Related Bond to become includable in gross income under the Code;

(f) Receipt by the Master Trustee of (I) an Officer’s Certificate of the
Representative’s chief financial officer to the effect that, subject to the provisions of the Master
Indenture, (i) the Obligated Group would, after the addition of the new Member, be able to incur
one dollar of Long-Term Indebtedness pursuant to the Master Indenture, or (ii) the Projected
Debt Service Coverage Ratio for the Obligated Group for the first full Fiscal Year following
such addition is greater than it would be if such addition did not occur, or (II) a report of a
Consultant to the effect that, subject to the provisions of the Master Indenture, the Projected Debt
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Service Coverage Ratio for each of the first two Fiscal Years succeeding the date of admission
and assuming the admission of such Person will be at least equal to 1.25, or (III) an Officer’s
Certificate of the Representative’s chief financial officer to the effect that the ratio under (II)
above will be at least 1.40.  If all Indenture Indebtedness has been issued by one or more
Governmental Issuers, the Master Trustee shall have received the prior written approval of such
Governmental Issuer or Issuers to the admission of such Person based on a determination (which
may but need not be supported by one or more opinions of counsel or reports of management
Consultants) that the admission of such Person is reasonably likely to improve the financial
stability of the Obligated Group; and

(g) Receipt by the Master Trustee of an Officer’s Certificate from the Representative
to the effect that, immediately after the admission of such Person to the Obligated Group, the
Obligated Group will not be in default in the performance or observance of any covenant or
condition to be performed or observed under the Master Indenture; provided that the Master
Trustee may waive the provisions of this paragraph upon determining that it is in the interests of
the Holders of a majority in the principal amount of Indenture Indebtedness to do so.  (Section
3.01)

Withdrawal From the Obligated Group

(a) Any Member of the Obligated Group may withdraw from the Obligated Group,
provided that:

(i) the Representative consents to such withdrawal in writing; and

(ii) if such Member is a party to a Related Bond Indenture and/or is primarily
liable for the payment of any Indenture Indebtedness with respect to Related Bonds then
Outstanding, such Member either makes provision prior to withdrawal for the payment or
defeasance of such Related Bonds in accordance with the provisions of the Related Bond
Indenture, or Indenture Indebtedness, or such Member meets the conditions for withdrawal
contained in the Related Bond Indenture; and

(iii) if any Related Bond which bears interest that is not includable in gross
income under the Code has not been paid, the Master Trustee shall have received an Opinion of
Bond Counsel, in form and substance satisfactory to the Master Trustee, to the effect that under
then existing law such Member’s withdrawal from the Obligated Group would not cause the
interest payable on such Related Bond to become includable in gross income under the Code;
and

(iv) the Master Trustee shall have received (A) an Officer’s Certificate of the
Representative’s chief financial officer to the effect that, subject to the provisions described
below under “Limitations on Incurrence of Additional Indebtedness”, Historical Debt Service
Coverage Ratio for the Historical Test Period, assuming the withdrawal of such Member is at
least 1.10; or (B) a Consultant’s report that the Historical Debt Service Coverage Ratio for the
Historical Test Period would be greater if such withdrawal occurred; or (C) a Consultant’s report
stating that the Projected Debt Service Coverage Ratio for the next full Fiscal Year is not less
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than 1.25, after giving effect to such withdrawal, and would not be reduced by more than 30% of
what such ratio would be if such withdrawal did not occur; and

(v) the Master Trustee shall have received an Officer’s Certificate to the effect
that, immediately after the withdrawal of such Member from the Obligated Group, the Obligated
Group will not be in default in the performance or observance of any covenant or condition to be
performed under the Master Indenture; and

(vi) the Master Trustee shall have received an Officer’s Certificate to the effect
that, immediately after the withdrawal of such Member from the Obligated Group, the total Days
Cash on Hand of the Obligated Group shall not be reduced by more than 25%.

(b) Upon compliance with the conditions contained in paragraph (a) above, the
Master Trustee shall execute any documents reasonably requested by the withdrawing Member
and the remaining Members to evidence the termination, in whole or in part, as appropriate, of
such Member’s obligations under the Master Indenture, under any Related Supplements and
under all Obligations, including the termination of the Lien on Gross Receipts of such Member.
(Section 4.03)

Joint and Several Obligation; Individual Obligation

Each Member of the Obligated Group unconditionally and irrevocably agrees that it shall
be jointly and severally obligated, and agrees, to pay all amounts becoming due and payable on
all Obligations issued under the Master Indenture according to the terms thereof.  If for any
reason any payment required pursuant to the terms of any Obligation issued under the Master
Indenture has not been timely paid, each Member shall be obligated to make such payment.

Each Member agrees with each other Member that, as among themselves, with respect to
Indenture Indebtedness incurred on its behalf or the net proceeds of which have been received by
it or for its direct benefit and evidenced or secured by an Obligation, it will be primarily liable to
make full and timely payment on such Indenture Indebtedness.

Each Member of the Obligated Group unconditionally and irrevocably agrees that it shall
make available information to the Representative in order for the Representative to undertake
any continuing disclosure obligations.  (Section 4.02)

Covenants as to Corporate Existence, Maintenance of Properties, Etc.

Each Member of the Obligated Group, respectively, covenants:

(a) To preserve its corporate or other separate legal existence and all its rights and
licenses to the extent necessary or desirable in the operation of its business and affairs and to be
qualified to do business and conduct its affairs in each jurisdiction where its ownership of
Property or the conduct of its business or affairs requires such qualifications; provided, however,
that nothing contained in the Master Indenture shall be construed to obligate it to retain or
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preserve any of its rights or licenses no longer used or, in the judgment of its Governing Body,
useful in the conduct of its business or affairs.

(b) At all times to cause its Properties to be maintained, preserved and kept in good
repair, working order and condition and all needful and proper repairs, renewals and
replacements thereof to be made; provided, however, that nothing contained in this subheading
shall be construed (i) to prevent it from ceasing to operate any portion of its Properties if in its
judgment it is advisable not to operate the same, or if it intends to sell or otherwise dispose of the
same and within a reasonable time endeavors to effect such sale or other disposition, or (ii) to
obligate it to retain, preserve, repair, renew or replace any Property, leases, rights, privileges or
licenses no longer used or, in its judgment, useful in the conduct of its business or affairs.

(c) To do all things reasonably necessary to conduct its affairs and carry on its
business and operations in such manner as to comply in all material respects with any and all
applicable laws of the United States and the several states thereof and with all material and valid
orders, regulations or requirements of any governmental authority relative to the conduct of its
business and the ownership of its Properties; provided, nevertheless, that nothing contained in
the Master Indenture shall require it to comply with, observe and conform to any such law, order,
regulation or requirement of any governmental authority so long as the validity thereof or the
applicability thereof to it shall be contested in good faith.

(d) Promptly to pay all lawful taxes, governmental charges and assessments at any
time levied or assessed upon or against it or its Properties; provided, however, that it shall have
the right to contest in good faith any such taxes, charges or assessments or the collection of any
such sums and pending such contest may delay or defer payment thereof.

(e) To procure and maintain all necessary licenses and permits and to use its best
efforts to procure and maintain accreditation of its health care facilities (other than those of a
type for which accreditation is not available or, except in the case of the Hospital, is deemed by
the Member to be unnecessary or undesirable) by the Joint Commission on Accreditation of
Healthcare Organizations or other applicable recognized accrediting body, when and as
available, and the status of its health care facilities (if it owns or operates such facilities) as a
provider of health care services eligible for reimbursement under the Medicare, Medicaid, and
comparable governmental programs, including future governmental programs in which the
Member is a participant; provided, however, that it need not comply with this paragraph (e) if
and to the extent that its Governing Body shall have determined in good faith, evidenced by an
Officer’s Certificate, that such compliance is not in its best interests and that lack of such
compliance would not materially impair its ability to pay its Indebtedness when due.  (Section
5.02)

Limitations on Creation of Liens

(a) Each Member of the Obligated Group, respectively, agrees that it will not create
or suffer to be created or exist any Lien upon any Restricted Property or Gross Receipts now
owned or hereafter acquired by it other than Permitted Liens.
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(b) Permitted Liens shall consist of the following:

(i)  Any judgment lien or notice of pending action against any Member of the
Obligated Group so long as such judgment or pending action is being contested and
execution thereon is stayed within sixty (60) days of entry or while the period for
responsive pleading has not lapsed;

(ii)  (A)  Rights reserved to or vested in any municipality or public authority by
the terms of any right, power, franchise, grant, license, permit or provision of law,
affecting any Restricted Property or Gross Receipts, to (1) terminate such right, power,
franchise, grant, license or permit, provided that the exercise of such right would not
materially impair the use of the Member’s Restricted Property or Gross Receipts or
materially and adversely affect the value thereof, or (2) purchase, condemn, appropriate
or recapture, or designate a purchaser of, such Restricted Property or Gross Receipts; (B)
any liens on any Restricted Property or Gross Receipts for taxes, assessments, levies,
fees, water and sewer rents, and other governmental and similar charges and any liens of
mechanics, materialmen, laborers, suppliers or vendors for work or services performed or
materials furnished in connection with such Restricted Property, which are not due and
payable or which are not delinquent or which, or the amount or validity of which, are
being contested and execution thereon is stayed or, with respect to liens of mechanics,
materialmen, and laborers, have been due for less than sixty (60) days; (C) easements,
rights-of-way, servitudes, restrictions and other minor defects, encumbrances, and
irregularities in the title to any Restricted Property which do not materially impair the use
of such Restricted Property or materially and adversely affect the value thereof; and (D)
rights reserved to or vested in any municipality or public authority to control or regulate
any Restricted Property or Gross Receipts or to use such Restricted Property in any
manner, which rights do not materially impair the use of such Restricted Property or
Gross Receipts or materially and adversely affect the value thereof;

(iii)  Any Lien which is existing or will come into existence on the date of
authentication and delivery of Obligation No. 1 provided that no such Lien (or the
amount of Indebtedness secured thereby) may be increased, extended, renewed or
modified to apply to any Restricted Property or Gross Receipts of any Member of the
Obligated Group not subject to such Lien on such date, unless such Lien as so increased,
extended, renewed or modified otherwise qualifies as a Permitted Lien under the Master
Indenture;

(iv)  Purchase money security interests and security interests existing on any
Restricted Property prior to the time of its acquisition through purchase, merger,
consolidation or otherwise, or placed upon Restricted Property to secure a portion of the
purchase price thereof, or lessor’s interests in leases required to be capitalized in
accordance with generally accepted accounting principles; provided that the aggregate
principal amounts secured by any such interests shall not exceed at the time of incurrence
or assumption the fair market value of such Restricted Property;
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(v)  Any Lien in favor of the Master Trustee securing all Indenture Indebtedness
equally and ratably;

(vi)  Liens arising by reason of good faith deposits in connection with leases of
real estate, bids or contracts (other than contracts for the payment of money), deposits to
secure public or statutory obligations, or to secure, or in lieu of, surety, stay or appeal
bonds, and deposits as security for the payment of taxes or assessments or other similar
charges;

(vii)  Any Lien arising by reason of deposits with, or the giving of any form of
security to, any governmental agency or any body created or approved by law or
governmental regulation for any purpose at any time as required by law or governmental
regulation as a condition to the transaction of any business or the exercise of any
privilege or license, or to enable any Member of the Obligated Group to maintain
self-insurance or to participate in any funds established to cover any insurance risks or in
connection with workers’ compensation, unemployment insurance, pension or
profit-sharing plans or other similar arrangements, or to share in the privileges or benefits
required for companies participating in such arrangements, and any Lien granted to a
bank or similar entity providing a letter or line of credit to secure any obligation of the
kind referred to in this clause (vii) or any lien in the nature of a banker’s lien or right of
setoff with respect to deposits that any Member is required to maintain with the bank in
question;

(viii)  Any Lien arising by reason of an Irrevocable Deposit;

(ix)  Any Lien in favor of a trustee on the proceeds of Indebtedness prior to the
application of such proceeds or on moneys to repay Indebtedness while held in a debt
service reserve fund or on any moneys to secure payment of the trustee’s fees;

(x)  Liens on moneys deposited by patients or others with any Member as security
for or as prepayment for the cost of patient care;

(xi)  Liens on Restricted Property or Gross Receipts received by any Member
through gifts, grants or bequests, such Liens being due to restrictions on such gifts, grants
or bequests of Restricted Property or Gross Receipts or the income thereon, up to the fair
market value of such Restricted Property or Gross Receipts;

(xii)  Statutory rights of the United States of America by reason of federal funds
made available under 42 U.S.C. §291 et seq. and similar rights under other federal and
state statutes;

(xiii)  Liens for taxes or special assessments not then delinquent or which are
being contested in accordance with the Master Indenture;

(xiv)  Liens on Restricted Property or Gross Receipts due to rights of third-party
payers for recoupment or offset of amounts paid to any Member;
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(xv)  Any Lien created or permitted by the Master Indenture;

(xvi) Any Lien arising solely by reason of a lease of Restricted Property to others
which lease would not have any material adverse effect upon (1) the security for the
Outstanding Obligations, (2) the operations of the Restricted Property of the Obligated
Group or (3) the Aggregate Income Available for Debt Service;

(xvii)  Any Lien upon Restricted Property or Gross Receipts, the loss of which
Restricted Property or Gross Receipts would not have any material adverse effect upon
(l) the security for the Outstanding Obligations, (2) the operations of the Restricted
Property of the Obligated Group or (3) the Aggregate Income Available for Debt Service;

(xviii)  Leases that relate to Restricted Property of a Member, as lessor, that is of a
type that is customarily the subject of such leases, such as office space for physicians,
health care and educational institutions, food service facilities, gift shops and radiology or
other hospital-specialty services, pharmacy and similar departments; leases, licenses or
similar rights existing as of the date of the initial execution and delivery of the Master
Indenture to use Restricted Property owned on such date by any Person who was a
Member on such date, and any renewal extensions thereof; and any leases, licenses or
similar rights to use Restricted Property whereunder a Member is lessee, licensee or the
equivalent thereof;

(xix)  Liens securing non-recourse Indebtedness;

(xx)  Liens resulting from a Person’s becoming an Obligated Group Member
pursuant the Master Indenture or from a consolidation, merger or acquisition of assets
pursuant to the Master Indenture;

(xxi)  Any Lien on Restricted Property, provided that:  (A) the Current Value of
Restricted Property encumbered by all Liens under this clause (xxi) does not exceed 15%
of the Current Value of all Restricted Property of the Obligated Group at the time of
creation of such Lien, or (B) the Book Value of all Restricted Property encumbered by all
Liens under this clause (xxi) does not exceed 15% of the Book Value of all Restricted
Property of the Obligated Group at the time of creation of such Lien; or (C) the principal
amount of Indebtedness secured by all Liens under this clause (xxi) does not exceed 15%
of the lesser of the Current Value or the Book Value of all Restricted Property of the
Obligated Group at the time of creation of such Lien;

(xxii) Any Lien on accounts receivable of the Obligated Group and on amounts
due the Obligated Group from Medicare, Medicaid and other third party payors, in each
case which may be senior to or on a parity with the Lien on Gross Receipts granted under
the Master Indenture, securing Short-Term Indebtedness (including Guaranties) in an
amount not to exceed 25% of the aggregate amount of such accounts, accounts receivable
and amounts due from Medicare, Medicaid and other third party payors, net of bad debt,
as shown as patients accounts receivable, less allowances for uncollectible accounts, on
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the most recent year-end audited combined or consolidated financial statements of the
Obligated Group at the time such Short-Term Indebtedness (or Guaranty) is incurred;

(xxiii)  Any Lien on accounts receivable of the Obligated Group and on amounts
due the Obligated Group from Medicare, Medicaid and other third party payors, which
are junior to the Lien on Gross Receipts granted under the Master Indenture;

(xxiv) Any Lien on Restricted Property securing Indebtedness provided that the
time of granting such Lien, a parity Lien on such Restricted Property is granted in favor
of the Authority securing the Indenture Indebtedness equally and ratably; and

(xxv) Any Lien on Gross Receipts which is granted to secure Additional
Indebtedness or is subordinate to the Lien on Gross Receipts granted under the Indenture
as security for the Bonds or any Lien on the Restricted Property which is subordinate to
the Lien granted to the Authority pursuant to clause (xxiv); provided however, that if the
Lien securing such Additional Indebtedness is released, the Lien granted to the Authority
to secure the Indenture Indebtedness shall be released if the Institution delivers to the
Authority a copy of such release and the reports and certificates required to the Indenture
showing that the Institution could incur one dollar of Additional Indebtedness.

If the Obligated Group or any one or more Members thereof elects to grant a Lien
pursuant to Paragraph (xxii) which is senior to, or otherwise which is on a parity with, the Lien
on Gross Receipts granted pursuant to the Indenture, the Master Trustee and the Authority, upon
the request of the Representative, shall execute such documents as are necessary to effectuate
such subordination or parity status, as the case may be.

A determination by the Master Trustee that a Lien is a Permitted Lien pursuant to
Paragraph (xvi) or (xvii) shall not be required, but if such a determination is made, it shall be
binding upon the Obligation Holders.  (Section 5.04)

Limitations on Incurrence of Additional Indebtedness

Each Member of the Obligated Group, respectively, agrees that it will not incur any
Additional Indebtedness except as follows:

(a) Long-Term Indebtedness not exceeding in aggregate principal amount
Outstanding at any time (together with all other Indebtedness issued pursuant to this paragraph
(a)) 10% of Adjusted Annual Operating Revenues for the most recent Fiscal Year for which
combined financial statements of the Obligated Group are available.  Any Outstanding
Indebtedness incurred under this paragraph (a) shall be deemed to have been incurred under
another provision of this section upon the satisfaction of such other provision as if such
Outstanding Indebtedness were then being incurred.  To the extent that Long-Term Indebtedness
is deemed to be incurred pursuant to another provision of this section, it shall not reduce the
amount of Indebtedness permitted to be incurred pursuant to this paragraph (a).
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(b) Long-Term Indebtedness, including Indenture Indebtedness, in excess of
the limit set forth in paragraph (a) above if prior to incurrence of the Long-Term Indebtedness,
there is delivered to the Master Trustee an Officer’s Certificate of the Representative’s chief
financial officer or, if requested by the Master Trustee with respect to subparagraph (ii)(B)
below, a report of a Consultant, certifying that:

  (i)  The Historical Debt Service Coverage Ratio for the Historical Test
Period, including the Additional Indebtedness, is not less than 1.10; or

 (ii)  Subject to the provisions described in paragraph (h) below, (A) the
Historical Debt Service Coverage Ratio for the Historical Test Period not including the proposed
Additional Indebtedness, is not less than 1.25 and (B) the Projected Debt Service Coverage
Ratio, taking the proposed Additional Indebtedness into account, for (1) in the case of Additional
Indebtedness to finance capital improvements, the first full Fiscal Year succeeding the date on
which such capital improvements are expected to be placed in operation, or (2) in the case of
Long-Term Indebtedness refinancing other Indebtedness for completed capital projects or
Long-Term Indebtedness not financing capital improvements, the first full Fiscal Year
succeeding the date on which the Indebtedness is incurred, is not less than 1.20, as shown by
combined pro forma balance sheets, statements of operations or of revenue and expenses and
statements of cash flows for each such period, accompanied by a statement of the relevant
assumptions upon which such pro forma statements are based, delivered to the Master Trustee
along with the Officer’s Certificate or Consultant’s report, as the case may be.

For purposes of any calculation of the Projected Debt Service Coverage Ratio required
under subparagraph (ii)(B) of this paragraph (b), if the Projected Debt Service Coverage Ratio
calculated thereunder is not at least 1.10 but is above 1.00, the Master Trustee may request and
receive a Consultant’s report in connection therewith.

(c) Long-Term Indebtedness, including Indenture Indebtedness, if
immediately after the incurring of such Additional Indebtedness, the aggregate principal amount
of all Outstanding Long-Term Indebtedness will not exceed sixty-six and two-thirds percent
(66-2/3%) of the aggregate Capitalization of the Obligated Group for the most recent Fiscal Year
reported on by independent certified public accountants.

(d) Completion Indebtedness in an amount not greater than ten percent (10%)
of the Indebtedness originally incurred to finance the facilities being completed, upon delivery to
the Master Trustee of an architect’s certificate stating the amount of such Indebtedness is
required to pay the cost of completing the facility.

(e) Long-Term Indebtedness incurred for the purpose of refunding any
Long-Term Indebtedness if the conditions described in paragraph (b) or paragraph (c) above are
met with respect to such proposed Long-Term Indebtedness or if upon the incurrence thereof:  (i)
the proceeds of such proposed Long-Term Indebtedness, together with any other funds, are
deposited in an escrow account with the Master Trustee or other depository, in the form of either
cash or Government or Equivalent Obligations, in an amount the principal of and interest on
which when due will provide money sufficient, as verified in a written report to the Master
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Trustee by an independent certified public accountant, to pay the principal or redemption price of
and all unpaid interest to maturity, or to the redemption date, as the case may be, on the
Outstanding Long-Term Indebtedness to be refunded, as such principal or redemption price and
interest become due, provided that the Master Trustee or other depository shall be irrevocably
instructed to apply such money to the payment of such principal or redemption price and interest
with respect to such Outstanding Long-Term Indebtedness; and (ii) there is delivered to the
Master Trustee either (I) a written release and discharge of such Outstanding Long-Term
Indebtedness by the holders, or the trustee on behalf of the holders, of such Outstanding
Long-Term Indebtedness, or (II) an Opinion of Counsel stating that the holders, or the trustee on
behalf of the holders, of such Outstanding Long-Term Indebtedness would not be empowered to
accelerate such Outstanding Long-Term Indebtedness following the issuance of such proposed
Long-Term Indebtedness.

(f) Short-Term Indebtedness if: (A)  immediately after the incurrence of such
Short-Term Indebtedness, the principal amount of all Outstanding Short-Term Indebtedness does
not exceed the greater of twenty-five percent (25%) of the Adjusted Annual Operating Revenues
or seventy-five percent (75%) of accounts receivable net of contractual allowances and
allowances for bad debts of the Obligated Group as of the end of the most recent Fiscal Year for
which the combined or consolidating financial statements of the Obligated Group have been
reported upon by independent certified public accountants, and (B) during the Fiscal Year
immediately preceding the incurrence of such Short-Term Indebtedness there shall have been a
period of at least 20 consecutive days in which the Obligated Group had Outstanding Short-Term
Indebtedness of no more than five percent (5%) of Adjusted Annual Operating Revenues for the
most recent year for which audited financial statements of the Obligated Group are available,
provided that the Master Trustee shall waive the requirement of this clause (B) if (i) there is
delivered to the Master Trustee a Consultant’s report confirming that there is a temporary
interruption in the flow of reimbursement revenues from third parties, or (ii) if and to the extent
that such Short-Term Indebtedness could be incurred under subparagraph (i) or (ii) of paragraph
(b) above if it were Long-Term Indebtedness.

(g) Indebtedness relating to letters or lines of credit or similar credit facilities
used to secure Additional Indebtedness incurred in accordance with the provisions of this
paragraph.

(h) If the Obligated Group is unable to satisfy the requirements of clauses (A)
or (C) of paragraph (a)(iv) under the section entitled “Withdrawal from the Obligated Group,”, or
clauses (A) or (B) of paragraph (a)(iii) under the section entitled “Consolidation, Merger, Sale or
Conveyance, or clauses (A) or (B) of paragraph (b)(ii) under the section entitled “Limitations on
Incurrence of Additional Indebtedness,” such otherwise unmet requirements shall be deemed
satisfied if there shall be filed with the Master Trustee a report by a Consultant containing the
following opinions:

(1)  That applicable laws or regulations, and contracts generally applicable to all
similar health care providers in The Commonwealth of Massachusetts have prevented or will
prevent generation of the required level of Aggregate Income Available for Debt Service, and, if
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requested by the Master Trustee, an accompanying Opinion of Counsel acceptable to the Master
Trustee setting forth any conclusions of law relevant to such opinion;

(2)  That the Obligated Group has generated the maximum amount of Aggregate
Income Available for Debt Service which could reasonably be generated given such governing
laws and regulations during the applicable period and that the Historical Debt Service Coverage
Ratio for the period was at least 1.00; and

(3)  That based upon forecasts and estimates contained in the report, the Obligated
Group will generate the maximum amount of Aggregate Income Available for Debt Service
which can reasonably be generated given such governing laws and regulations during the
applicable period and that the Projected Debt Service Coverage Ratio for the applicable period is
not less than 1.00.

(i) Indebtedness in the form of installment purchase contracts, purchase
money security interests, and similar indebtedness secured by Liens of the type permitted by the
Master Indenture.

(j) Indebtedness pursuant to which the creditor’s recourse is limited to certain
identified assets of the debtor the acquisition of which was financed by such indebtedness,
provided that the amount of such indebtedness shall not exceed at the time of incurrence the fair
market value of such assets.

(k) Indebtedness the payment of which is (i) unsecured, or (ii) if secured, is
secured by (A) other than a lien on Gross Receipts or the Restricted Property or (B) a lien on the
Gross Receipts or the Restricted Property subordinate to the lien on the Gross Receipts or any
lien on the Restricted Property securing Indenture Indebtedness.

(l) Indebtedness the payment of which is subordinated in a manner
satisfactory to the Master Trustee to the making of all current payments of all Indenture
Indebtedness.  Any such subordinated Indebtedness shall provide that no payments shall be made
unless the Historical Debt Service Coverage Ratio is at least 1.10 until all current payments on
Indenture Indebtedness have been made, the holder thereof will not accelerate the maturity
thereof, institute foreclosure proceedings thereunder or under any instrument securing such
Indebtedness, exercise any other rights as holder of such Indebtedness or commence or join with
any other creditor or creditors of the Obligated Group in commencing any foreclosure,
bankruptcy, reorganization or insolvency proceeding or in instituting any receivership
proceeding against the Obligated Group.  (Section 5.05)

Debt Service on Guaranties

In determining the Debt Service Requirement of any Member, whether historical or
projected, computations of debt service on Long-Term Indebtedness shall include an amount
equal to twenty percent (20%) of the debt service on obligations of others for borrowed money
guaranteed by any Member of the Obligated Group (other than Guaranties qualifying as
Indenture Indebtedness incurred pursuant to the Master Indenture) for the period during which
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such Debt Service Requirement is computed; provided, however, that debt service on such
guaranteed obligations with respect to which a payment has been made during the preceding
twelve (12) months or with respect to which the primary obligor is in default by reason of
bankruptcy or insolvency shall be included at one hundred percent (100%) of such debt service
and, provided further, at the election of the Representative if income available for debt service of
the guaranteed entity for each of the three most recent Fiscal Years was at least two (2) times its
maximum annual debt service for such Fiscal Year, no debt service on such guaranteed
obligation shall be included for purposes of calculating the Debt Service Requirement of any
Member.  (Section 5.06)

Debt Service on Balloon Indebtedness and Variable Rate Indebtedness

At the election of any Member, for the purpose of any computation of the Debt Service
Requirement, whether historical or projected, the principal and interest deemed to be payable on
Balloon Indebtedness of such Member Outstanding for the period during which such Debt
Service Requirement is computed shall be as set forth below:

(i)  If the Member has obtained a binding commitment of a financial institution to
refinance such Balloon Indebtedness (or a portion thereof), including without limitation,
a letter of credit or a line of credit, which commitment is subject only to usual conditions
applicable to loans to entities similar to such Member, the Balloon Indebtedness (or
portion thereof) may be deemed to be payable in accordance with the terms of the
refinancing arrangement; or

(ii)  If (A) the Date of Maturity of any portion of such Balloon Indebtedness is
more than 18 months after the date of any transaction for which a Projection is made or
(B) the condition of paragraph (i) above is satisfied with respect to such portion by a
financing arrangement having a term not less than 18 months of the principal amount of
such Balloon Indebtedness is 15% of Gross Receipts in the last fiscal year, such portion
of such Balloon Indebtedness may be deemed to be Indebtedness payable over a 25 year
term, at the interest rate certified below or with respect to Indebtedness which bears
interest at other than a fixed rate, as provided in the Master Indenture, in equal annual
installments of principal and interest, provided that the Representative has delivered to
the Master Trustee a certificate of an investment banker satisfactory to the Master Trustee
stating that it is reasonable to assume that such Indebtedness of the Member could be sold
and stating the interest rate then applicable to 25 year obligations of comparable quality
and type.

In determining the Debt Service Requirement of any Member, for a historical period, the
interest deemed to be payable on Indebtedness which bears interest at other than a fixed rate shall
be calculated at the actual interest rate for the prior twelve (12) month period or such shorter
period as the Indebtedness has been Outstanding.  In determining the Debt Service Requirement
of any Member for a projected period, the interest deemed to be payable on Indebtedness which
bears interest at other than a fixed rate shall be calculated at the average rate for issues of similar
purpose with comparable features for a historical period certified as reasonable by an investment
banker satisfactory to the Master Trustee.
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In determining the Debt Service Requirement of any Member, for any period the interest
deemed to be payable on Indebtedness which is the subject of a Hedging Contract shall be
computed at the net amount payable by the Member while the Hedging Contract is in effect.  If
the net effect of the Indebtedness and the Hedging Contract is a fixed rate obligation, the Debt
Service Requirement shall be computed on that basis.  (Section 5.07)

Debt Service on Discount Indebtedness

At the election of any Member, for the purpose of any Projection, the principal and
interest payable on Discount Indebtedness of such Member shall be deemed to be payable as set
forth below:

(a) If the Member has obtained a binding commitment of a responsible financial
institution satisfactory to the Master Trustee to refinance such Discount Indebtedness (or a
portion thereof), including without limitation, a letter of credit or a line of credit, which
commitment is subject only to such conditions as are reasonably acceptable to the Master
Trustee, the Discount Indebtedness (or portion thereof) may be deemed to be payable in
accordance with the terms of the refinancing arrangement; or

(b) If the Member has entered into a binding agreement satisfactory to the Master
Trustee providing for the deposit by such Member with a responsible financial institution in trust
of amounts equal in aggregate to the principal amount of such Discount Indebtedness (or a
portion thereof) and for the payment of such principal amount when due from the sums so
deposited, the principal amount of the Discount Indebtedness (or portion thereof) may be deemed
to be payable in accordance with the terms of such agreement.  (Section 5.08)

Debt Service Coverage Ratios

The Obligated Group agrees, subject to any limitations imposed by applicable
governmental regulations, limitations on its legal authority and its fiduciary obligations
(collectively, “Legal Limitations”) to charge and collect rates and charges which shall, together
with other available moneys, provide moneys sufficient at all times to make any payments
required under the Master Indenture and to comply therewith in all other respects, and to satisfy
all other obligations of the Obligated Group in a timely fashion.  Without limiting the generality
of the foregoing, the Obligated Group shall, subject to Legal Limitations, charge and collect rates
and charges which, together with other available moneys, in each fiscal year will produce
revenue at least sufficient to meet expenses (excluding from revenues and expenses
extraordinary items, infrequently occurring items or unusual items and the cumulative effect of
changes in accounting principles and excluding from expenses depreciation but including interest
on and amortization of Long-Term Indebtedness).  Within one hundred fifty (150) days after the
end of each Fiscal Year, the Obligated Group shall furnish to the Master Trustee an Officer’s
Certificate (or, in the event that limitations imposed by applicable governmental regulations are
relied upon, a Consultant’s report or an Opinion of Counsel stating that they were subject to such
governmental regulations) stating, based on calculations shown in such certificate, that the
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Obligated Group has complied with the requirement of the foregoing sentence during the Fiscal
Year.

The Obligated Group agrees to use its best efforts to maintain the Historical Debt Service
Coverage Ratio at least equal to 1.10 in each Fiscal Year.  Within one hundred fifty (150) days
after the end of each Fiscal Year, the Obligated Group shall furnish to the Master Trustee an
Officer’s Certificate stating, based on calculations shown in such Certificate, that the
requirement of the foregoing sentence was met during the Fiscal Year.  If the Historical Debt
Service Coverage Ratio, as calculated at the end of any Fiscal Year, is less than 1.10, the
Obligated Group covenants to retain, within ninety (90) days of the delivery of such Officer’s
Certificate, a Consultant to make recommendations to increase such ratio for subsequent Fiscal
Years to the levels required or, if in the opinion of the Consultant the attainment of such level is
impracticable, to the highest practicable level.  Each Member of the Obligated Group,
respectively, agrees that it will, to the extent permitted by law and subject to Legal Limitations,
substantially follow the recommendations of the Consultant or file with the Master Trustee its
reasons for not following the recommendations.  The Obligated Group shall thereafter achieve a
Historical Debt Service Coverage Ratio of at least 1.10 unless the Consultant certifies that the
Obligated Group is prevented from doing so and the ratio is actually achieved was at least 1.00.
If in any Fiscal Year the Historical Debt Service Coverage Ratio is less than 1.10, the Obligated
Group will not be required to retain a Consultant to make such recommendations if a written
report of a Consultant is filed with the Master Trustee which contains an opinion of such
Consultant that (i) applicable laws or regulations have prevented the maintenance of the 1.10
ratio, (ii) the Members of the Obligated Group have generated the maximum amount of Income
Available for Debt Service which in the opinion of such Consultant could reasonably have been
generated given such laws and regulations during the period affected thereby and (iii) the ratio
actually achieved was at least 1.00.  The Obligated Group shall not be required to cause the
Consultant’s report referred to in this paragraph to be prepared more frequently than once every
two Fiscal Years if at the end of the first of such two Fiscal Years the Obligated Group provides
to the Master Trustee (who shall provide a copy to each Obligation Holder, Related Bond
Trustee and Related Issuer) an Opinion of Counsel (which counsel and opinion, including
without limitation the scope, form, substance and other aspects thereof, are acceptable to the
Master Trustee) to the effect that the applicable laws and regulations underlying the Consultant’s
report delivered in respect of the previous Fiscal Year have not changed in any material way.
(Section 5.09)

Sale, Lease or Other Disposition of Property

Each Member of the Obligated Group, respectively, agrees that it will not in any Fiscal
Year sell, lease or otherwise dispose of any Property (a “Transfer”), the disposition of which
would cause the aggregate Book Value of Property so transferred by Members of the Obligated
Group in such year to exceed the greater of $2,500,000 or five percent (5%) of the Book Value
of the Property of the Obligated Group as shown on its most recently available audited financial
statements except in the ordinary course of business and except for a Transfer of Property:

(a) To any Person if prior to the Transfer there is delivered to the Master Trustee an
Officer’s Certificate stating that in the judgment of the signer such Property has become, or
within the next succeeding 24 calendar months is reasonably expected to become, inadequate,
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obsolete, worn out, unsuitable, unprofitable, undesirable or unnecessary and the Transfer thereof
will not impair the structural soundness, efficiency or economic value of the remaining Property
in any material respect;

(b) To another Member of the Obligated Group;

(c) To any Person provided that prior to the Transfer there is delivered to the Master
Trustee (i) a Consultant’s Report stating that the Projected Debt Service Coverage Ratio for the
first full Fiscal Year immediately following such Transfer is at least 1.35 and would not be
reduced by more than thirty percent (30%) of what it would have been if such transaction did not
occur; or (ii) an Officer’s Certificate of the Representative stating that the Historical Debt
Service Coverage Ratio for the most recent Fiscal Year, assuming such transfer to have occurred
during such Fiscal Year, would have been at least 1.50; or (iii) a Consultant’s report stating that
the Historical Debt Service Coverage Ratio for the Historical Test Period, assuming such
Transfer to have occurred in such Historical Test Period is not less than it would have been if
such Transfer were not to occur; or

(d) As part of a merger, consolidation, sale or conveyance permitted by the Master
Indenture;

(e) To any Person if in exchange therefor such Member receives the fair market value of
the Property so transferred, provided that, in the case of Transfers of real property, prior to such
Transfer there is delivered to the Master Trustee an Officer’s Certificate certifying that the
Member will receive at least the fair market value of such real property;

(f) To any Person if prior to such Transfer (1) there is delivered to the Master Trustee an
unconditional written guaranty by such Person of the payment of all amounts payable by such
Member on Obligations issued under the Master Indenture, provided that the amount payable
under such guaranty may be limited to the fair market value of the Property so transferred at the
time of Transfer, and (2) the Master Trustee shall have received an Officer’s Certificate of the
Representative’s chief financial officer or, if requested by the Master Trustee, a report of a
Consultant to the effect that either the Projected Debt Service Coverage Ratio for the succeeding
Fiscal Year is not less than 1.35 (or is not less than it would have been without such Transfer) or
the ratio for such period (determined as if the Person were a Member) determined by dividing the
Income Available for Debt Service of such Person by the highest Debt Service Requirement of
such Person for the then current or any succeeding Fiscal Year during which any Obligation is
Outstanding is not less than the Projected Debt Service Coverage Ratio for the Obligated Group
for such period; or

(g) To any Person in connection with a “sale and lease back” transaction that would
constitute and be treated as a true sale and lease back under the Code.  (Section 5.10)

Consolidation, Merger, Sale or Conveyance

(a) Each Member of the Obligated Group, respectively, covenants that it will not
merge or consolidate with any other corporation not a Member of the Obligated Group or sell or
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convey all or substantially all of its assets to any Person not a Member of the Obligated Group
unless:

(i)  Either it will be the surviving corporation, or the successor corporation (if
other than a Member of the Obligated Group) shall be a corporation organized and
existing under the laws of the United States of America or a state thereof and such
corporation, if not a Member of the Obligated Group, shall expressly assume the due and
punctual payment of the principal of and premium, if any, and interest on all Outstanding
Obligations issued under the Master Indenture, and the due and punctual performance
and observance of all of the covenants and conditions of the Master Indenture by a
supplement satisfactory to the Master Trustee, executed and delivered to the Master
Trustee by such corporation;

(ii)  If any Related Bond which bears interest that is not includable in gross
income under the Code has not been fully paid, the Master Trustee shall have received an
Opinion of Bond Counsel, in form and substance satisfactory to the Master Trustee, to the
effect that under then existing law the consummation of such merger, consolidation, sale
or conveyance, whether or not contemplated on any date of the delivery of such Related
Bond, would not cause the interest payable on such Related Bonds to be includable in
gross income under the Code;

(iii)  The Master Trustee shall have received an Officer’s Certificate to the effect
that the combined fund balances of the new entity or entities would be at least eighty-five
percent (85%) of the combined fund balances of the Obligated Group as shown on its
most recently available audited financial statements; and (A) an Officer’s Certificate to
the effect that, subject to the provisions of paragraph (h) under “Limitations on
Incurrence of Additional Indebtedness,” after such proposed merger, consolidation or
conveyance, the Obligated Group could issue at least one dollar of Additional
Indebtedness under paragraph (b) under “Limitations on Incurrence of Additional
Indebtedness” and that on a consolidated basis for any surviving or resulting entity or
entities, the Historical Debt Service Coverage Ratio for the Historical Test period is not
less than thirty percent (30%) less than the ratio would have been without the transaction;
or (B) a report of a Consultant stating that the ratio of Aggregate Income Available for
Debt Service to Maximum Annual Debt Service, taking into account such merger,
consolidation or conveyance, would be greater than if such transaction did not occur; or
(C) a report of a Consultant to the effect that taking into account the merger,
consolidation or conveyance on a consolidated basis for any surviving or resulting entity
or entities, the Historical Debt Service Coverage Ratio for the Historical Test Period is
not less than the ratio would have been without the transaction, or (D) if all Indenture
Indebtedness has been issued by one or more Governmental Issuers, the prior written
approval of such Governmental Issuer or Issuers to the transaction based on a
determination (which may but need not be supported by one or more opinions of counsel
or reports of management Consultants) that the transaction is reasonably likely to
improve the financial stability of the Obligated Group and (so long as Obligation No. 1 is
Outstanding); and
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(iv)  The Master Trustee shall have received an Officer’s Certificate to the effect
that immediately following such transaction the Obligated Group will not be in default in
the performance or observance of any covenant or condition to be performed or observed
under the Master Indenture; provided that the Master Trustee may waive the provisions
of this paragraph upon determining that it is in the interests of the Holders of a majority
in the Principal Amount of Indenture Indebtedness to do so.

(b) In case of any such consolidation, merger, sale or conveyance and upon any such
assumption by the successor corporation, such successor corporation shall succeed to and be
substituted for its predecessor, with the same effect as if it had been named as a Member of the
Obligated Group.

(c) In case of any such consolidation, merger, sale or conveyance such changes in
phraseology and form (but not in substance) may be made in Obligations thereafter to be issued
as may be appropriate.

(d) The Master Trustee shall receive an Opinion of Counsel as conclusive evidence
that any such consolidation, merger, sale or conveyance, and any such assumption, complies
with the provisions of this section, that any such assumption is valid and that it is proper for the
Master Trustee under the provisions of the Master Indenture to join in the execution of the
supplement.  (Section 5.11)

Insurance

Each Member of the Obligated Group shall (i) keep its plant, equipment and furnishings
included in its Property insured against fire, lightning and extended coverage perils and against
such other risks as are customarily insured against by similar institutions in the area; (ii) to the
extent required by law, carry worker’s compensation insurance (which may be through the so-
called Massachusetts Self-Insurance Group), disability insurance and other insurance covering
injury, sickness, disability or death of employees; (iii) maintain insurance against liability of the
Member imposed by law or assumed by contract for injuries to persons (excluding liability
covered by clauses (iv) and (v)), and for death of persons from such injuries; (iv) maintain motor
vehicle liability insurance covering owned, unowned and hired motor vehicles, protecting the
Member against liability for property damage; and (v) if it provides health care services,
maintain insurance against liability of the Member for professional malpractice.

In lieu of obtaining third-party coverage for the risks described above, a Member may
self-insure any of the required coverages or a portion thereof (or may participate in captive
insurance programs sponsored by the Representative, any Affiliate, or any association or
organization exposed to comparable risks); provided that such Member delivers to the Master
Trustee a report of an Insurance Consultant stating that the self-insurance of such risks (or such
participation) is consistent with reasonable management and insurance practices.

As long as any Member maintains any self-insurance (or participates in any captive
insurance program), it will provide the Master Trustee biannually with a report of an Insurance
Consultant concerning the adequacy of funding and the funding determination processes
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employed in connection therewith.  The insurance maintained by any Member (other than self-
insurance programs for the coverage required under clause (ii) above) shall also be subject to the
review of an Insurance Consultant who shall initially upon a Person becoming a Member and
every five (5) years thereafter prepare and file with the Master Trustee a report on the adequacy
of such insurance.  Each Member of the Obligated Group, respectively, agrees that it will follow
any reasonable recommendations of the Insurance Consultant to the extent permitted by law.
(Section 5.03)

Insurance and Condemnation Proceeds

Any Member of the Obligated Group may make agreements and covenants with the
holder of secured Indebtedness which is incurred in compliance with the provisions of the Master
Indenture and which is secured by a Permitted Lien with respect to the application or use to be
made of insurance proceeds or condemnation awards which may be received in connection with
Property which is subject to such Permitted Lien.

Subject to any agreement or covenant made pursuant to the above paragraph, amounts
received by any Member of the Obligated Group as insurance proceeds with respect to any
casualty loss or as condemnation awards in an amount less than five percent (5%) of the
Obligated Group’s Property, Plant and Equipment (net of accumulated depreciation), as shown
on the most recent audited financial statements of the Obligated Group, shall be paid to the
Obligated Group as directed by the Representative and applied to any lawful corporate purpose
of the Obligated Group.  If such insurance proceeds are in an amount greater than or equal to five
percent (5%) of the Obligated Group’s Property, Plant and Equipment (net of accumulated
depreciation), as shown on the most recent audited statements of the Obligated Group, such
proceeds shall be paid to such Member and applied as follows:

(i) if there is delivered to the Master Trustee an Officer’s Certificate of the
Member’s chief financial officer (the “Coverage Certificate”), to the effect that (A) the
Projected Debt Service Coverage Ratio for the Fiscal Year immediately following such
loss or condemnation is at least 1.40 (or is at least 1.20 if a Consultant’s report is
provided to that effect); or (B) the Historical Debt Service Coverage Ratio for the most
recent Fiscal Year for which audited financial statements are available, assuming such
loss or condemnation to have occurred during the Fiscal Year immediately following
such loss or condemnation, would have been at least 1.10; or (C) the Projected Debt
Service Coverage Ratio for the Fiscal Year immediately following such loss or
condemnation is not less than it would be if such loss or condemnation had not occurred,
and is not less than 1.00 or (D) immediately after such loss or condemnation the
aggregate principal amount of all Outstanding Long-Term Indebtedness (other than
Guaranties for which no Member has made a payment during the preceding twelve
months) will not exceed seven percent (7%) of the aggregate Capitalization of the
Obligated Group as shown on its most recently available financial statements reported on
by independent certified public accountants, then the Member may retain the amounts for
its own use; provided, however, that the Member shall retain such amounts unexpended
until the end of the Fiscal Year following the Fiscal Year in which the loss or taking
occurred, at which time there shall be filed with the Master Trustee an Officer’s
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Certificate showing a Historical Debt Service Coverage Ratio for the preceding Fiscal
Year meeting the requirements applicable to a Coverage Certificate at which time the
retained amounts shall become available to the Member for its own use; and provided
further that if the Historical Debt Service Coverage Ratio does not meet the requirements
applicable to a Coverage Certificate, the Member shall either apply such amounts to
restoration, replacement or acquisition as provided in the following clause (ii) or shall
apply such amounts to debt service as provided in the following clause (iii);

(ii) if the Member is not able to deliver the Coverage Certificate, chooses not to
deliver such Coverage Certificate or is unable to deliver proof of such required Debt
Service Coverage Ratio under clause (i) above, the Member may project expenditures to
restore or replace the property lost or taken or to acquire other capital assets and project
income taking into account the income to be generated from such restoration,
replacement or acquisition, and if on the basis of such projection the Member delivers to
the Master Trustee an Officer’s Certificate showing for the Fiscal Year following
completion of the restoration, replacement or acquisition, a Projected Debt Service
Coverage Ratio equal to the amount required for a Coverage Certificate, the Member may
expend so much of such amounts to restore or replace the property lost or taken or to
acquire other capital assets until either (A) all the amounts are expended or (B) a
sufficient portion of the amounts are expended as are necessary to permit the Member to
justify the Projected Debt Service Coverage Ratio shown in such projection, provided
that the Member shall retain the remaining amounts unexpended until the end of the
following Fiscal Year at which time there shall be filed with the Master Trustee an
Officer’s Certificate indicating an Historical Debt Service Coverage Ratio for the last
Fiscal Year showing an Historical Debt Service Coverage Ratio at least equal to that
required in a Coverage Certificate at which time the retained amounts shall become
available to the Member for its own use; and provided further, that if the Member is
unable to deliver proof of such an Historical Debt Service Coverage Ratio, it shall either
provide the Master Trustee with a Consultant’s report to the effect that applying the
remaining amounts for additional restoration, replacement or acquisition will result in a
Projected Debt Service Coverage Ratio at least equal to that required in a Coverage
Certificate or it shall apply the remaining amounts as provided in the following clause
(iii); or

(iii) to the payment of debt service on or the prepayment of the Outstanding
Obligations pro rata in accordance with the respective principal amounts thereof
outstanding, either directly or indirectly by paying underlying Indenture Indebtedness.

The Representative shall notify the Master Trustee of the receipt of any such proceeds in
excess of five percent (5%) of the Obligated Group’s Property, Plant and Equipment (net of
accumulated depreciation).  Prior to any application of insurance or condemnation proceeds as
provided above there shall be delivered an Opinion of Bond Counsel to the effect that such
application shall not adversely affect the exclusion from gross income of the interest on any
Related Bond.  (Section 5.14)
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Event of Default, as used in the Master Indenture, shall mean any of the following events:

(a) Any payment of the principal of, the premium, if any, and interest on any
Obligation issued and Outstanding under the Master Indenture is not made after same shall
become due and payable, and after any applicable grace period, whether at maturity, by
proceedings for redemption, by acceleration or otherwise, in accordance with the terms thereof,
of the Master Indenture and the Related Supplement;

(b) Any Member of the Obligated Group shall fail duly to observe or perform any
covenant or agreement on its part under the Master Indenture for a period of 60 days (or such
longer period as permitted in writing by the Master Trustee at the direction of the Holders of at
least a majority in aggregate principal amount of the Obligations then Outstanding) after the date
on which written notice of such failure, requiring the same to be remedied, shall have been given
to the Members of the Obligated Group by the Master Trustee, or to the Members of the
Obligated Group and the Master Trustee by the Holders of at least 25% in aggregate principal
amount of Obligations then Outstanding;

(c) With respect to Indebtedness for borrowed money, a breach shall occur (and
continue beyond any applicable grace period) with respect to a payment by any Member of
Indebtedness, or with respect to the performance of any agreement securing such other
Indebtedness or pursuant to which the same was issued or incurred, or an event shall occur with
respect to provisions of any such agreement relating to matters of the character referred to in this
section, and as a result of such breach or occurrence a holder or holders of such Indebtedness or
a trustee or trustees under any such agreement accelerates or, with respect to a default of the
character referred to in paragraph (a) of this section only, is empowered to accelerate, any such
Indebtedness in an amount exceeding $500,000; but an Event of Default shall not be deemed to
be in existence or to be continuing under this clause (c) if (i) the Member is in good faith
contesting the existence of such breach or event and if such acceleration is being stayed by
judicial proceedings, or (ii) such breach or event is remedied and the acceleration is wholly
annulled.  Each Member shall notify the Master Trustee of any such breach or event immediately
upon becoming aware of its occurrence and shall from time to time furnish such information as
the Master Trustee may reasonably request for the purpose of determining whether a breach or
event described in this paragraph has occurred and whether such power of acceleration has been
exercised;

(d) The Obligated Group shall fail to make any payment of the principal of, premium,
if any, or interest on any note or under any loan agreement or similar agreement securing any
Related Bonds within 14 days after the same shall become due and payable in accordance with
the terms thereof;

(e) The entry of a decree or order by a court having jurisdiction in the premises
adjudging any Member of the Obligated Group a bankrupt or insolvent, or approving as properly
filed a petition seeking reorganization, arrangement, adjustment or composition of or in respect
of such Member under the Federal Bankruptcy Code or any other applicable federal or state law,
or appointing a receiver, liquidator, assignee, or sequestrator (or other similar official) of such

Events of Default
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Member or of any substantial part of its Property, or ordering the winding up or liquidation of its
affairs, and the continuance of any such decree or order unstayed and in effect for a period of 60
consecutive days or the consent of such Member to such decree or order;

(f) The institution by any Member of the Obligated Group of proceedings to be
adjudicated a bankrupt or insolvent, or the consent by it to the institution of bankruptcy or
insolvency proceedings against it, or the filing by it of a petition or answer or consent seeking
reorganization or relief under the Federal Bankruptcy Code or any other similar applicable
federal or state law, or the consent by it to the filing of any such petition or to the appointment of
a receiver, liquidator, assignee, trustee or sequestrator (or other similar official) of such Member
or of any substantial part of its Property, or the making by it of an assignment for the benefit of
creditors, or the admission by it in writing of its inability to pay its debts generally as they
become due.  (Section 6.01)

Acceleration; Annulment of Acceleration; Rights as to Gross Receipts

Upon the occurrence and during the continuation of an Event of Default under the Master
Indenture, the Master Trustee may, and upon the written request of the Holders of at least a
majority in aggregate principal amount of the Obligations Outstanding, shall, by notice to the
Members of the Obligated Group, declare all Obligations Outstanding immediately due and
payable, whereupon such Obligations shall become and be immediately due and payable without
any further action or notice, anything in the Obligations or in the Master Indenture to the
contrary notwithstanding.  In such event, there shall be due and payable on the Obligations an
amount equal to the total principal amount of all such Obligations, plus all interest accrued
thereon and, to the extent permitted by applicable law, which accrues to the date of payment.

At any time after the principal of the Outstanding Obligations shall have been so declared
to be due and payable and before the entry of final judgment or decree on any suit, action or
proceeding instituted on account of such default, if (i) the Obligated Group has paid or caused to
be paid or deposited with the Master Trustee moneys sufficient to pay all matured installments of
interest, and interest on installments of principal and interest, and principal or redemption prices
then due (other than the principal then due only because of such declaration) of all Obligations
Outstanding, (ii) the Obligated Group has paid or caused to be paid or deposited with the Master
Trustee moneys sufficient to pay the charges, compensation, expenses, disbursements, advances
and liabilities of the Master Trustee and any paying agents incurred as a result of such Event of
Default, (iii) all other amounts then payable by the Obligated Group under the Master Indenture
shall have been paid or a sum sufficient to pay the same shall have been deposited with the
Master Trustee, and (iv) every Event of Default (other than a default in the payment of the
principal of such Obligations then due only because of such declaration) shall have been
remedied, then, unless otherwise directed in writing by Holders of not less than 50% in aggregate
principal amount of the Obligations then Outstanding, the Master Trustee shall annul such
declaration and its consequences with respect to any Obligations or portions thereof not then due
by its terms.  No such annulment shall extend to or affect any subsequent Event of Default or
impair any right consequent thereon.
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The Master Trustee may exercise all of the rights and remedies of a secured party, under
the UCC or otherwise, with respect to the Lien on Gross Receipts created under the Master
Indenture.  Without limiting the generality of the foregoing, to the extent permitted by law, the
Master Trustee may realize upon such lien by any one or more the following actions:  (i) take
possession of the financial books and records of any Member of the Obligated Group relating to
the Gross Receipts and of all checks or other orders for payment of money and cash in the
possession of the Member representing Gross Receipts or proceeds thereof; (ii) notify account
debtors obligated on any Gross Receipts to make payment directly to the order of the Master
Trustee, (iii) collect, compromise, settle, compound or extend Gross Receipts which are in the
form of accounts receivable or contract rights from the Member’s account debtors by suit or
other means and give a full acquittance therefor and receipt therefor in the name of the Member,
whether or not the full amount of any such account receivable or contract right owing shall be
paid to the Master Trustee; (iv) require the Member to deposit all cash, money and checks or
other orders for the payment of money which represent Gross Receipts within five (5) business
days after receipt of written notice of such requirement, and thereafter as received, into a fund or
account to be established for such purpose by the Master Trustee, provided, however, that the
requirement to make such deposits shall cease, and the balance of such fund or account shall be
paid to the Member, when all Events of Default have been cured; (v) forbid the Member to
extend, compromise, compound or settle any accounts receivable or contract rights which
represent Gross Receipts, or release, wholly or partly, any person liable for the payment thereof
(except upon receipt of the full amount due) or allow any credit or discount thereon; and
(vi) endorse in the name of the Member any checks or other orders for the payment of money
representing Gross Receipts or the proceeds thereof.

The Master Trustee may at any time enter the Mortgaged Property without being liable
for any prosecution or damages therefor, may take complete and peaceful possession of the
Mortgaged Property, in whole or in part, with or without process of law, and may dispossess the
Representative therefrom, and the Representative covenants that in any such event it will
peacefully and quietly yield up and surrender the Mortgaged Property.  The Master Trustee may
operate and manage the property either directly or through its agents, receivers or other similar
officials; exercise all of the powers and privileges and remedies of the Representative with
respect thereto, either in the name of the Representative or otherwise; receive all rents, profits,
revenues and other income of the Mortgaged Property; and make such repairs or alterations in or
to the Mortgaged Property as it may deem necessary to place and maintain the same in good
order and condition.  Notwithstanding entry by the Master Trustee, the Representative agrees
that any utility services, including heat, furnished by the Representative to the Mortgaged
Property prior to such entry shall continue to be furnished by the Representative to the
Mortgaged Property at the expense of the Representative.  Before making such entry, the Master
Trustee shall give at least ten (10) days’ notice to the Representative, except that, in case entry
on lesser notice or without notice is necessary to preserve such property from damage,
destruction, deterioration or unauthorized removal, as reasonably determined by the Master
Trustee, the Master Trustee may make such entry on lesser notice or give the notice promptly
after rather than before the entry.  Entry under this paragraph shall not operate to release the
Representative from any sums to be paid or other obligations under the Mortgage or this
Indenture.  Any such entry shall not cause the Master Trustee to become so-called mortgagee in
possession unless the Master Trustee declares itself so to be.
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The Master Trustee, with or without an entry under the foregoing paragraph, may sell the
Mortgaged Property or any part or parts of the same, either as a whole or in parts or parcels,
together with any improvements thereon, by public auction on or near the premises described in
the Mortgage in accordance with the statutes of The Commonwealth of Massachusetts relating to
the foreclosure of a mortgage by the exercise of a power of sale, and may convey the same by
proper deed or deeds or bill or bills of sale to the purchaser or purchasers absolutely and in fee
simple; and such sale shall forever bar the Representative and all persons claiming under it from
all right and interest in the Mortgaged Property, whether at law or in equity.  The Representative
covenants that it will, upon request, execute, acknowledge and deliver to the purchaser or
purchasers a deed or deeds of release confirming such sale, and the Master Trustee is hereby
irrevocably appointed the Representative’s attorney to execute and deliver a full transfer of all
policies of insurance on the Mortgaged Property at the time of such sale, with credit to the
Representative for any unearned premiums paid by the Representative.  In the exercise of any
power of sale hereunder, it is agreed that a part or parcel may consist wholly of real estate,
wholly of tangible personal property or any combination of both.  Any sale under the foregoing
provisions shall be on not less than ten (10) days’ notice published in a newspaper or newspapers
of general circulation in Boston, Massachusetts, and sent to the Representative, or given in such
other manner as may be required or permitted by law.  The Representative, the Master Trustee,
the Trustee or any Bondowner may become the purchaser at any such sale.

The Master Trustee may exercise all of the rights and remedies of a secured party under
the UCC with respect to that portion of the Mortgaged Property pledged under the Mortgage
which is or may be treated as collateral under the UCC.  The Master Trustee may deal with such
property as collateral under the UCC or as provided in the Indenture or in part the one and in part
the other.  Notice of any public sale of such collateral under the UCC shall be given in the same
manner as is provided in the Indenture.  Notice sent by registered or certified mail, postage
prepaid, or delivered during business hours, to the Representative at least ten (10) days before an
event under UCC Sections 9-610 and 9-611 or any successor provision of law shall constitute
reasonable notification of such event.  To the extent permitted by law, the Master Trustee may
treat all or any portion or portions of the Mortgaged Property as personal property and may
remove the same for the purposes of exercising its rights and remedies hereunder.  Before any
such removal of Mortgaged Property which has not been sold pursuant to a power of sale, the
Master Trustee shall give at least ten (10) days’ notice to the Representative, except that, in case
removal on lesser notice or without notice is necessary to preserve such property from damage,
destruction, deterioration or unauthorized removal, as reasonably determined by the Master
Trustee, the Master Trustee may remove such property on lesser notice or give the notice
promptly after rather than before the removal.  (Section 6.02)

Additional Remedies and Enforcement of Remedies

Upon the occurrence and continuance of any Event of Default, the Master Trustee may,
and upon the written request of the Holders of not less than 25% in aggregate principal amount
of the Obligations Outstanding, together with indemnification of the Master Trustee to its
satisfaction therefor, shall proceed forthwith to protect and enforce its rights and the rights of the
Obligation Holders under the Master Indenture by such suits, actions or proceedings as the
Master Trustee shall deem expedient, including but not limited to:
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(i)  Enforcement of the right of the Obligation Holders to collect and enforce the
payment of amounts due or becoming due under the Obligations;

(ii)  Suit upon all or any part of the Obligations;

(iii)  Civil action to require any Person holding moneys, documents or other
property pledged to secure payment of amounts due or to become due on the Obligations
to account as if it were the trustee of an express trust for the Obligation Holders;

(iv)  Civil action to enjoin any acts or things which may be unlawful or in
violation of the rights of the Obligation Holders or to specifically enforce any covenant,
obligation or agreement contained in the Master Indenture; and

(v)  Enforcement of the provisions of the Master Indenture or any other right of
the Obligation Holders conferred by law or under the Master Indenture including (to the
extent the Master Indenture may lawfully provide) court costs, reasonable attorneys’ fees
and other costs and expenses incurred in enforcing the provisions of the Master Indenture
and the rights of the Obligation Holders.

Regardless of the occurrence of an Event of Default, the Master Trustee, if requested in
writing by the Holders of not less than 25% in aggregate principal amount of Obligations then
Outstanding, shall, upon being indemnified to its satisfaction therefor, institute and maintain
such suits and proceedings as it may be advised shall be necessary or expedient to prevent any
impairment of the security under the Master Indenture by any acts which may be unlawful or in
violation of the Master Indenture or which with the giving of notice or the passage of time or
both would constitute an Event of Default.  (Section 6.03)

Application of Revenues and Other Moneys After Default

During the continuance of an Event of Default, the Master Trustee may by written notice
to the Representative require that all payments of Outstanding Obligations be made to the Master
Trustee when due in immediately available funds.  During the continuance of an Event of
Default, all moneys received by the Master Trustee pursuant to any right given or action taken,
after payment of the costs and expenses of the proceedings resulting in the collection of such
moneys and of the expenses and advances, including expenses incurred or made by the Master
Trustee with respect thereto shall be applied as follows:

First:  To the payment to the Persons entitled thereto of all installments of interest
then due on Obligations in the order of the maturity of such installments, and, if the
amount available shall not be sufficient to pay in full any installment or installments
maturing on the same date, then to the payment thereof ratably, according to the amounts
due thereon to the Persons entitled thereto, without any discrimination or preference; and

Second:  To the payment to the Persons entitled thereto of the unpaid principal
installments of any Obligations which shall have become due, whether at maturity or by
call for redemption, without regard to the order of their due dates, and if the amounts
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available shall not be sufficient to pay in full all Obligations due on any date, then to the
payment thereof ratably, according to the amount of principal installments due on such
date, to the Persons entitled thereto, without any discrimination or preference.

Whenever moneys are to be applied by the Master Trustee pursuant to the provisions of
this section, such moneys shall be applied by it at such times, and from time to time, as the
Master Trustee shall determine, having due regard for the amount of such moneys available for
application and the likelihood of additional moneys becoming available for such application in
the future.  Whenever the Master Trustee shall apply such moneys, it shall fix the date upon
which such application is to be made and upon such date interest on the amounts of principal to
be paid on such date shall cease to accrue.  The Master Trustee shall give such notice as it may
deem appropriate of the deposit with it of any such moneys and of the fixing of any such date,
and shall not be required to make payment to the Holder of any unpaid coupon or Obligation
until such coupon or such Obligation and all unmatured coupons, if any, appertaining to such
Obligation shall be presented to the Master Trustee for appropriate endorsement of any partial
payment or for cancellation if fully paid.

Whenever all Obligations and interest thereon have been paid under the provisions of this
section and all expenses and charges of the Master Trustee have been paid, any balance
remaining shall be paid to the Person entitled to receive the same; if no other Person shall be
entitled thereto, then the balance shall be paid to the Members of the Obligated Group, their
successors, or as a court of competent jurisdiction may direct.  (Section 6.04)

Obligation Holders’ Control of Proceedings

If an Event of Default shall have occurred and be continuing, the Holders of at least a
majority in aggregate principal amount of Obligations then Outstanding shall have the right, at
any time, to direct the method and place of conducting any proceeding to be taken in connection
with the enforcement of the terms and conditions of the Master Indenture or for the appointment
of a receiver or any other proceedings under the Master Indenture, provided that such direction is
not in conflict with any applicable law or the provisions thereof and is not unduly prejudicial to
the interest of Obligation Holders not joining in such direction.  (Section 6.07)

Waiver of Event of Default

The Master Trustee may waive any Event of Default which in its opinion shall have been
remedied before the entry of final judgment or decree in any suit, action or proceeding instituted
by it under the provisions of the Master Indenture, or before the completion of the enforcement
of any other remedy under the Master Indenture.

The Master Trustee, upon the written request of the Holders of at least a majority in
aggregate principal amount of the Obligations Outstanding, shall waive any Event of Default
under the Master Indenture and its consequences; provided, however, that a default in the
payment of the principal of, premium, if any, or interest on any Obligation, when the same shall
become due and payable by the terms thereof or upon call for redemption, may not be waived
without the written consent of the Holders of all the Obligations at the time Outstanding unless
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(i) the conditions set forth in above under “Annulment of Acceleration” are satisfied and (ii) if
the principal of the Obligations has been declared due and payable, such declaration has been
annulled.

In case of any waiver by the Master Trustee of an Event of Default under the Master
Indenture, the Members of the Obligated Group, the Master Trustee and the Obligation Holders
shall be restored to their former positions and rights under the Master Indenture, respectively, but
no such waiver shall extend to any subsequent or other Event of Default or impair any right
consequent thereon.  (Section 6.09)

Limitations on Responsibility of Master Trustee

The Master Trustee shall not be liable for any action taken or omitted to be taken by it in
good faith in accordance with the direction of the Holders of a majority in principal amount of
the Outstanding Obligations relating to the time, method and place of conducting any proceeding
for any remedy available to the Master Trustee, or exercising any trust or power conferred upon
the Master Trustee, under the Master Indenture.

The Master Trustee shall not be required to expend or risk its own funds or otherwise
incur any financial liability in the performance of any of its duties under the Master Indenture, or
in the exercise of any of its rights or powers, if it shall have reasonable grounds for believing that
repayment of such funds or adequate indemnity against such risk or liability is not reasonably
assured to it.  (Section 7.01)

Except as specifically provided in the Master Indenture, the Master Trustee shall not be
required to monitor the financial condition of the Members of the Obligated Group or the
physical condition of the Property and, except as specifically provided in the Master Indenture,
shall not have any responsibility with respect to reports, notices, certificates or other documents
filed or to be filed with it under the Master Indenture.  The Master Trustee shall not be required
to take notice of any breach or default under the Master Indenture by the Institution or any
Member of the Obligated Group, except for (i) those of which it receives written notice by an
Obligation Holder, and (ii) the failure of the Master Trustee to receive certificates, reports, or
opinions specifically required to be furnished to the Master Trustee by the Master Indenture.
The Master Trustee shall not be bound to make any investigation into the facts or matters stated
in any resolution, certificate, statement, instrument, opinion, report, notice, request, direction,
consent, order, bond, note or other paper or document, but the Master Trustee, in its discretion,
may make such further inquiry or investigation into such facts or matters as it may see fit, and, if
the Master Trustee shall determine to make such further inquiry or investigation, it shall be
entitled to examine the books, records and premises of any Member of the Obligated Group,
personally or by agent or attorney.  (Section 7.02)

Supplements Not Requiring Consent of Obligation Holders

The Representative, on behalf of each Member of the Obligated Group, and the Master
Trustee may, without the consent of or notice to any of the Holders, enter into one or more
supplements for one or more of the following purposes:
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(i)  To cure any ambiguity or formal defect or omission in the Master Indenture.

(ii)  To correct or supplement any provision in the Master Indenture which may be
inconsistent with any other provision therein, or to make any other provisions with
respect to matters or questions arising under the Master Indenture which shall not
materially and adversely affect the interests of the Holders.

(iii)  To grant or confer ratably upon all of the Holders any additional rights,
remedies, powers or authority that may lawfully be granted or conferred upon them
subject to the provisions of the Master Indenture.

(iv)  To qualify the Master Indenture under the Trust Indenture Act of 1939, as
amended, or corresponding provisions of federal laws from time to time in effect.

(v)  To create and provide for the issuance of Obligations as permitted under the
Master Indenture.

(vi)  To obligate a successor to the Representative or other Member of the
Obligated Group as provided in the Master Indenture.

(vii)  To add additional property to the Restricted Property or to add additional
security for the benefit of the Holders.  (Section 8.01)

Supplements Requiring Consent of Obligation Holders

Other than supplements referred to above in “Supplements to Master Indenture Not
Requiring Consent of Obligation Holders” and subject to the terms and provisions and
limitations contained in the Master Indenture, the Holders of not less than a majority in aggregate
principal amount of Obligations then Outstanding shall have the right, from time to time, to
consent to and approve the execution by each Member of the Obligated Group, and the Master
Trustee of such supplements as shall be deemed necessary and desirable for the purpose of
modifying, altering, amending, adding to or rescinding, in any particular, any of the terms or
provisions contained in the Master Indenture; provided, however, nothing in this section shall
permit or be construed as permitting a supplement which would:

  (i)  Extend the stated maturity of or time for paying interest on any Obligations
or reduce the principal amount of or the redemption premium, if any, or rate of interest
payable on any Obligations;

 (ii)  Make any Obligation redeemable other than in accordance with its terms;

(iii)  Modify, alter, amend, add to or rescind any of the terms or provisions
contained in the Master Indenture in any manner which would materially and adversely
affect the interests of Obligation Holders or any of them;
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 (iv)  Create a preference or priority of one Obligation over any other Obligation;
or

  (v)  Reduce the aggregate principal amount of Obligations the consent of the
Holders of which is required to authorize any such supplement

without the unanimous written consent of the Holders of Obligations then Outstanding affected
(in the sole determination of the Master Trustee) by such supplement.  (Section 8.02)

Satisfaction and Discharge of Master Indenture

If (a)(i) all Members of the Obligated Group shall deliver to the Master Trustee for
cancellation all Obligations, or (ii) all Obligations have become due and payable and shall have
been paid, or (iii) the Members of the Obligated Group shall deposit with the Master Trustee (or
with a bank or trust company acceptable to the Master Trustee pursuant to an agreement between
the Representative and such bank or trust company in form acceptable to the Master Trustee) as
trust funds Government or Equivalent Obligations bearing interest at such rates and with such
maturities as will provide sufficient funds to pay or redeem in full all Obligations not theretofore
cancelled or delivered to the Master Trustee for cancellation, including principal and interest due
or to become due to such date of maturity or redemption date, as the case may be, and (b) the
Members of the Obligated Group shall also pay or cause to be paid all other sums payable under
the Master Indenture by the Members of the Obligated Group or any thereof, then the Master
Indenture shall cease to be of further effect and title to the Mortgaged Property shall revert to the
Representative.  If any Obligation is to be redeemed prior to Maturity thereof, then the Master
Indenture shall not cease to be in effect until all action necessary to redeem such Obligation shall
have been taken or irrevocable provision satisfactory to the Master Trustee has been made for the
taking of such action.  (Section 9.01)

Audited Financial Statements

In the event the Obligated Group does not produce consolidated audited financial
statements, any references to such consolidated audited financial statements shall be deemed to
refer to information derived from the audited financial statements of the Members of the
Obligated Group, after consideration of appropriate accounting adjustments and elimination for
transactions between the Members of the Obligated Group, if any.  (Section 11.09)
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The following is a brief summary prepared by Palmer & Dodge LLP, Bond
Counsel to the Authority, of certain provisions of the Supplemental Master Trust Indenture for
Obligation No. 2.  This summary does not purport to be complete, and reference is made to the
document for full and complete statement of such and all provisions.

SUMMARY OF THE SUPPLEMENTAL
MASTER TRUST INDENTURE FOR OBLIGATION NO. 2

Issuance of Obligation No. 2

The Supplemental Master Indenture for Obligation No. 2 creates and authorizes the
issuance of an Obligation under the Master Indenture (“Obligation No. 2”) in an aggregate
principal amount of $28,000,000.  (Section 3)

Payments on Obligation No. 2; Credits

Principal of, premium, if any, and interest on Obligation No. 2 are payable in lawful
money of the United States of America.  Principal and interest on Obligation No. 2 shall be
payable on such dates and in such amounts as are required under the Agreement to provide for
payment of the principal (including sinking fund installments), premium, if any, and interest on
the Bonds when due.

The Institution’s payments under Obligation No. 2 may be prepaid at such times and with
such notice to the Bond Trustee as will accomplish simultaneous prepayment under the
Agreement of the Bonds otherwise payable therefrom.  Such payments may also be reduced (and
the Institution’s obligations with respect thereto correspondingly credited) to the extent that the
principal (including sinking fund installments) of and interest on the Bonds payable therefrom is
actually paid from other sources.

When all Outstanding Bonds are deemed to have been paid in full when due or prepaid in
whole and all other conditions imposed by the Agreement are satisfied, Obligation No. 2 shall be
deemed to have been paid and to be no longer Outstanding under the Master Indenture.
(Sections 4 and 7)

Default

Upon the occurrence of certain “Events of Default” (as defined in the Master Indenture),
the principal of all Outstanding Obligations may be declared, and thereupon shall become due
and payable as provided in the Master Indenture.

The Holder of Obligation No. 2 shall have no right to enforce the provisions of the
Master Indenture, institute any action to enforce the covenants of the Master Indenture, take any
action with respect to any default under the Master Indenture, or institute, appear in or defend
any other suit or proceeding with respect to the Master Indenture, except as provided in the
Master Indenture.  (Section 7)
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Amendments to Master Trust Indenture

Amendments made to the Master Trust Indenture are reflected in Appendix C-2
“SUMMARY OF THE MASTER TRUST INDENTURE” herein and shall apply for so long as
Obligation No. 1 and Obligation No. 2 are outstanding.  (Section 8)

[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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The following is a brief summary prepared by Palmer & Dodge LLP, Bond Counsel to
the Authority, of certain provisions of the Loan and Trust Agreement.  This summary does not
purport to be complete, and reference is made to the document for full and complete statement of
such and all provisions.

SUMMARY OF THE LOAN AND TRUST AGREEMENT

The Note and Pledge

The Authority directs the Trustee to receive and hold the Note in trust upon the terms of
the Agreement. The Authority assigns and pledges to the Trustee in trust upon the terms of the
Agreement (a) all Revenues to be received from the Members or derived from any security
provided under the Agreement and (b) all rights to receive such Revenues and the proceeds of
such rights. The assignment and pledge does not include: (i) the rights of the Authority pursuant
to provisions for consent, concurrence, approval or other action by the Authority, notice to the
Authority or the filing of reports, certificates or other documents with the Authority or (ii) the
powers of the Authority as stated in the Agreement to enforce the provisions of the Agreement.
(Section 201)

Establishment of Funds

The following funds shall be established and maintained with the Trustee for the account
of the Institution, to be held in trust by the Trustee and applied subject to the provisions of the
Agreement:

Debt Service Fund
Debt Service Reserve Fund
Redemption Fund
Rebate Fund

The Project and Expense Funds shall be established with the Authority to be held by the
Authority in trust for the account of the Institution and applied subject to the provisions of the
Agreement.  (Sections 303, 304, 305, 306, 401)

Project Fund

The Authority shall apply moneys in the Project Fund and any investments held as part of
such Fund to the payment or reimbursement of Project Costs. Upon completion of the Project
any balance then remaining in the Project Fund and not then needed to pay Project Costs of the
Project shall be transferred to the Debt Service Reserve Fund to the extent necessary to cause the
amount therein to equal the Debt Service Reserve Requirement. The remainder may be used to
reimburse sums deposited in the Project Fund by the Institution other than any amounts derived
from gifts, grants or bequests received or expected to be received for the purposes of the Project,
and other than amounts representing an equity contribution required by a Determination of Need,
and the remainder thereafter shall be transferred to the Redemption Fund.  (Section 401)
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Debt Service Fund

Accrued interest received upon the sale of Bonds shall be deposited in the Debt Service
Fund.  The moneys in the Debt Service Fund and any investments held as part of such Fund shall
be held in trust and, except as otherwise provided, shall be applied solely to the payment of the
principal (including sinking fund installments), redemption premium, if any, and interest on the
Bonds.  The Trustee shall transfer moneys from the Debt Service Fund to the Paying Agent for
the payment of Bonds.  (Section 303)

Debt Service Reserve Fund

The moneys in the Debt Service Reserve Fund and any investments held as a part of such
Fund shall be held in trust and, except as otherwise provided, shall be applied by the Trustee on
behalf of the Authority solely to the payment of the principal (including sinking fund
installments) of and interest on the Bonds.

If on any date the amount in the Rebate Fund is less than the amount then required, the
Trustee shall apply the amount in the Debt Service Reserve Fund to the extent necessary to meet
the deficiency, except that the Trustee shall not so apply any amount set aside to pay or redeem
Bonds in full pursuant to the provisions pertaining to defeasance. If on any date the amount in
the Debt Service Fund is less than the amount then required to be transferred to the Paying Agent
to pay the principal (including sinking fund installments) and interest then due on the Bonds, the
Trustee, after making all payments to the Rebate Fund, shall apply the amount in the Debt
Service Reserve Fund to the extent necessary to meet the deficiency.  The Institution shall
remain liable for any required sums which it has not paid to the Rebate Fund or Debt Service
Fund and any subsequent payment thereof shall be used to restore the funds so applied.

If the amount in the Debt Service Reserve Fund on July 15 or January 15 of any year
(less any payment made therefrom on that day) exceeds the Debt Service Reserve Fund
Requirement, the Trustee shall transfer the excess to the Debt Service Fund to be credited against
payments otherwise required to be made thereto.

If and to the extent that the amount in the Debt Service Reserve Fund on July 15 or
January 15 of any year is less than the Debt Service Reserve Fund Requirement, the Institution
shall on or before the next December 15 or June 15, respectively, pay to the Trustee for deposit
in the Debt Service Reserve Fund the amount of the deficiency except to the extent that the
deficiency is otherwise overcome (except by transfer from the Redemption Fund) on or before
December 1 or June 1, respectively.

Investments in the Debt Service Reserve Fund shall be valued at market, plus accrued
interest where applicable.  (Section 304)
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Redemption Fund

The moneys and investments held in the Redemption Fund shall be applied by the
Trustee on behalf of the Authority solely to the redemption of Bonds. The Trustee may, and upon
written direction of the Institution for specific purchases shall, apply moneys in the Redemption
Fund to the purchase of Bonds for cancellation at prices not exceeding the price at which they
are then redeemable (or next redeemable if they are not then redeemable), but not within the
forty-five (45) days preceding a redemption date. Accrued interest on the purchase of Bonds
shall be paid from the Debt Service Fund.

Moneys in the Redemption Fund to be applied to the redemption of Bonds shall be
transferred by the Trustee to the Paying Agent for payment.

If on any date the amount in the Debt Service Fund is less than the amount then required
to be transferred to the Paying Agent to pay the principal (including sinking fund installments)
and interest then due on the Bonds or if on any date the amount in the Rebate Fund is less than
the amount then required to be paid to the United States, in either case after any required transfer
from the Debt Service Reserve Fund, the Trustee shall apply the amount in the Redemption Fund
(other than any sum irrevocably set aside for the redemption of particular Bonds or required to
purchase Bonds under outstanding purchase contracts) first, to the Rebate Fund, and second, to
the Debt Service Fund to the extent necessary to meet the deficiency. The Institution shall remain
liable for any sums which it has not paid into the Debt Service Fund or Rebate Fund and any
subsequent payment thereof shall be used to restore the funds so applied.  (Section 305)

Rebate Fund

A Rebate Fund shall be established by the Trustee for the purpose of complying with IRC
Section 148(f) and the regulations thereunder (the “Rebate Provision”). Amounts in the Rebate
Fund shall not be available to pay principal, interest, or redemption premium on the Bonds.
(Section 306)
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Expense Fund

The moneys and investments held in the Expense Fund shall be held in trust and shall be
applied by the Authority solely to the payment or reimbursement of the costs of issuing the
Bonds. The Authority shall pay from the Expense Fund the costs of issuing the Bonds, including
the Initial Administrative Fee, the reasonable fees and expenses of financial consultants and bond
counsel, the reasonable fees and expenses of the Trustee incurred prior to the completion of the
Project in accordance with the Agreement, any recording or similar fees and any expenses of the
Institution in connection with the issuance of the Bonds which are approved by the Authority.
Earnings on the Expense Fund shall not be applied to pay costs of issuance of the Bonds, but
shall be transferred to the Project Fund as provided in the Agreement. After all costs of issuing
the Bonds have been paid any amounts remaining in the Expense Fund shall be transferred to the
Project Fund. To the extent the Expense Fund is insufficient to pay any of the above costs, the
Institution shall be liable for the deficiency and shall pay such deficiency as directed by the
Authority.  (Section 307)

Application of Moneys

If available moneys in the Debt Service Fund after any required transfers from the Debt
Service Reserve Fund and Redemption Fund are not sufficient on any day to pay all principal
(including sinking fund installments), redemption price and interest on the Outstanding Bonds
then due or overdue, such moneys (other than any sum in the Redemption Fund irrevocably set
aside for the redemption of particular Bonds or required to purchase Bonds under outstanding
purchase contracts) shall, after payment of all charges and disbursements of the Trustee in
accordance with the Agreement, be applied (in the order such Funds are named in this section)
first to the payment of interest, including interest on overdue principal, in the order in which the
same became due (pro rata with respect to interest which became due at the same time) and
second to the payment of principal (including sinking fund installments) and redemption
premiums, if any, without regard to the order in which the same became due (in proportion to the
amounts due). For this purpose interest on overdue principal shall be treated as coming due on
the first day of each month. Whenever moneys are to be applied pursuant to this section, such
moneys shall be applied at such times, and from time to time, as the Trustee in its discretion shall
determine, having due regard to the amount of such moneys available for application and the
likelihood of additional moneys becoming available for such application in the future. Whenever
the Trustee shall exercise such discretion it shall fix the date (which shall be the first of a month
unless the Trustee shall deem another date more suitable) upon which such application is to be
made, and upon such date interest on the amounts of principal paid on such date shall cease to
accrue. The Trustee shall give such notice as it may deem appropriate of the fixing of any such
date. When interest or a portion of the principal is to be paid on an overdue Bond, the Trustee
may require presentation of the Bond for endorsement of the payment.  (Section 308)

Investments

Pending their use under the Agreement, moneys in the Debt Service Fund, Redemption
Fund and Rebate Fund may be invested by the Trustee in Permitted Investments (as defined
below) maturing or redeemable at the option of the holder at or before the time when such
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moneys are expected to be needed and shall be so invested pursuant to written direction of the
Institution if there is not then an Event of Default known to the Trustee. Moneys in the Debt
Service Reserve Fund may be invested by the Trustee in Permitted Investments of a type
customarily sold in a recognized market and described below or to the extent necessary under the
IRC, in United States Treasury Obligations, State and Local Government Series, and shall be so
invested pursuant to written direction of the Institution if there is not then an Event of Default
known to the Trustee.  Moneys in the Expense Fund may be invested by the Authority in
Permitted Investments maturing or redeemable at the option of the holder not later than the time
when such moneys are expected to be needed. Moneys in the Project Fund may be invested by
the Authority in Permitted Investments maturing or redeemable at the option of the holder within
two (2) years and not later than the times when such moneys are expected to be needed.
Notwithstanding the foregoing, any amount of Bond proceeds deposited in the Project Fund
pursuant to the Agreement which has not been expended by July 10, 2005 shall be invested only
in Permitted Investments with a yield not more than 1/8% higher than the yield on the Bonds, or
in certain tax-exempt Permitted Investments without regard to yield.  Any investments pursuant
to this subsection shall be held by the Trustee or the Authority, as the case may be, as a part of
the applicable Fund and shall be sold or redeemed to the extent necessary to make payments or
transfers or anticipated payments or transfers from such Fund, subject to the notice provisions of
Section 9-611 of the UCC to the extent applicable.

Except as set forth below, any interest realized on investments in any Fund and any profit
realized upon the sale or other disposition thereof shall be credited to the Fund with respect to
which they were earned and any loss shall be charged thereto. Earnings (which for this purpose
include net profit and are after deduction of net loss) on the portion of the Debt Service Reserve
Fund representing proceeds of the Bonds during the construction period, on accrued interest
deposited in the Debt Service Fund and on the Expense Fund shall be transferred to the Project
Fund not less often than quarterly. Earnings on the Debt Service Reserve Fund after the
construction period and on the Redemption Fund shall be transferred to the Debt Service Fund
and credited against payments otherwise required to be made thereto not less often than
quarterly; provided, however, that earnings on the Debt Service Reserve Fund shall be retained
in the Fund to the extent necessary to make the amount therein equal to the Debt Service Reserve
Fund Requirement.

The term “Permitted Investments” means (A) Government or Equivalent Obligations, (B)
“tax exempt bonds” as defined in IRC §150(a)(6), other than “specified private activity bonds”
as defined in IRC §57(a)(5)(C), rated at least AA or Aa by S&P and Moody’s, respectively, or
the equivalent by any other nationally recognized rating agency, at the time of acquisition thereof
or shares of a so-called money market or mutual fund that do not constitute “investment
property” within the meaning of IRC §148(b)(2), provided either that the fund has all of its assets
invested in obligations of such rating quality or, if such obligations are not so rated, that the fund
has comparable creditworthiness through insurance or otherwise and which fund is rated AAm or
AAm-G if rated by S&P, (C) certificates of deposit of, banker’s acceptances drawn on and
accepted by, and interest bearing deposit accounts of, a bank or trust company which has a
capital and surplus of not less than $50,000,000, (D) Repurchase Agreements, (E) money market
funds rated at least AAm or AAm-G by S&P, (F) investment agreements with providers rated at
least AA- or Aa3 by S&P or Moody’s, respectively, (G) Federal Agency Securities and
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participation certificates issued by the Federal National Mortgage Association, Federal Home
Loan Bank, Federal Home Loan Mortgage Corporation, Federal Farm Credit Bank System,
Student Loan Marketing Association, World Bank or Federal Agricultural Mortgage
Corporation, and (H) commercial paper which is rated at the time of purchase at least A-1+ by
S&P or P-1 by Moody’s and which matures not more than 270 days after the date of purchase.
The term “Repurchase Agreement” shall mean a written agreement under which a bank or trust
company which has a capital and surplus of not less than $50,000,000 or a government bond
dealer reporting to, trading with, and recognized as a primary dealer by the Federal Reserve
Bank of New York sells to, and agrees to repurchase from the Authority or the Trustee
obligations issued or guaranteed by the United States or other securities identified in this
paragraph; provided that the market value of such obligations is at the time of entering into the
agreement at least one hundred and three percent (103%) of the repurchase price specified in the
agreement and that such obligations are segregated from the unencumbered assets of such bank
or trust company or government bond dealer; and provided further that unless the agreement is
with a bank or trust company, such agreement shall require the repurchase to occur on demand or
on a date certain which is not later than one (1) year after such agreement is entered into and
shall expressly authorize the Trustee or the Authority, as the case may be, to liquidate the
purchased obligations in the event of the insolvency of the party required to repurchase such
obligations or the commencement against such party of a case under the federal Bankruptcy
Code or the appointment of or taking possession by a trustee or custodian in a case against such
party under the Bankruptcy Code. Any such investments may be purchased from or through the
Trustee.

Any such investments may be purchased from or through the Trustee.  (Section 312)

Payments by the Institution

The Institution shall pay to the Trustee for deposit in the Debt Service Fund on or before
the first (1st) day of each month one-sixth (1/6) of the interest coming due on the Bonds on the
next January 15 or July 15, as the case may be, and one-twelfth (1/12) of the principal (including
any sinking fund installment) coming due on the Bonds on the next July 15.

The payments to be made under the foregoing paragraph shall be appropriately adjusted
to reflect the date of issue of Bonds, any accrued interest deposited in the Debt Service Fund, any
earnings on amounts in the Debt Service Fund or the Debt Service Reserve Fund (to the extent
they have been transferred to the Debt Service Fund), and any purchase or redemption of Bonds,
so that there will be available on each payment date in the Debt Service Fund the amount
necessary to pay the interest and principal or sinking fund installment due or coming due on the
Bonds and so that accrued interest will be applied to the installments of interest to which it is
applicable.

At any time when any principal (including sinking fund installments) of the Bonds is
overdue, the Institution shall also have a continuing obligation to pay to the Trustee for deposit
in the Debt Service Fund an amount equal to interest on the overdue principal but the installment
payments required under this section shall not otherwise bear interest. Redemption premiums
shall not bear interest.
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Payments by the Institution to the Trustee for deposit in the Debt Service Fund under the
Agreement shall discharge the obligation of the Institution to the extent of such payments;
provided, that if any moneys are invested in accordance with the Agreement and a loss results
therefrom so that there are insufficient funds to pay principal (including sinking fund
installments) and interest on the Bonds when due, the Institution shall supply the deficiency.

Within thirty (30) days after notice, the Institution shall pay to the Authority all
expenditures reasonably incurred by the Authority, the Trustee or the Paying Agent by reason of
the Agreement.  (Section 309)
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Default by the Institution

“Event of Default” under the Agreement means any one of the events set forth below and
“default” means any Event of Default without regard to any lapse of time or notice.

Debt Service. The Institution shall fail to make any payment required of it under
the Agreement within seven (7) days after the same becomes due and payable.

Other Obligations. The Institution shall fail to make any other required payment
to the Trustee, and such failure is not remedied within seven (7) days after written notice thereof
is given by the Authority or the Trustee to the Institution, or the Institution shall fail to observe
or perform any of its other agreements, covenants or obligations under the Agreement and such
failure is not remedied within sixty (60) days after written notice thereof is given by the
Authority or the Trustee to the Institution.

Warranties. There shall be a material breach of warranty made in the Agreement
by the Institution as of the date it was intended to be effective.

Voluntary Bankruptcy. The Institution shall commence a voluntary case under the
federal bankruptcy laws, or shall become insolvent or unable to pay its debts as they become due,
or shall make an assignment for the benefit of creditors, or shall apply for, consent to or
acquiesce in the appointment of, or taking possession by, a trustee, receiver, custodian or other
similar official or agent for itself or any substantial part of its property.

Appointment of Receiver. A trustee, receiver, custodian or similar official or
agent shall be appointed for the Institution or for any substantial part of its property and such
trustee or receiver shall not be discharged within sixty (60) days.

Involuntary Bankruptcy. The Institution shall have an order or decree for relief in
an involuntary case under the federal bankruptcy laws entered against it, or a petition seeking
reorganization, readjustment, arrangement, composition, or other similar relief as to it under the
federal bankruptcy laws or any similar law for the relief of debtors shall be brought against it and
shall be consented to by it or shall remain undismissed for sixty (60) days.

Breach of Other Agreements. A breach shall occur (and continue beyond any
applicable grace period) with respect to the payment of indebtedness of the Institution for
borrowed money with respect to loans exceeding $500,000, or with respect to the performance of
any agreement securing indebtedness or pursuant to which the same was issued or incurred, or an
event shall occur with respect to provisions of any such agreement relating to matters of the
character referred to in this paragraph, so that a holder or holders of such indebtedness or a
trustee or trustees under any such agreement accelerates or is empowered to accelerate any such
indebtedness; but an Event of Default shall not be deemed to be in existence or to be continuing
under this paragraph if (A) the Institution is in good faith contesting the existence of such breach
or event and if such acceleration is being stayed by judicial proceedings, (B) the power of
acceleration is not exercised and it ceases to be in effect, or (C) such breach or event is remedied
and the acceleration, if any, is wholly annulled. The Institution shall notify the Authority and the
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Trustee of any such breach or event immediately upon the Institution’s becoming aware of its
occurrence and shall from time to time furnish such information as the Authority or the Trustee
may reasonably request for the purpose of determining whether a breach or event described in
this paragraph has occurred and whether such power of acceleration has been exercised or
continues to be in effect.

Default under the Master Indenture. An Event of Default shall occur under the
Master Indenture.

If the Trustee determines that a default has been cured before the entry of any final
judgment or decree with respect to it, the Trustee may waive the default and its consequences,
including any acceleration, with the written consent of the Authority, by written notice to the
Institution and shall do so, with the written consent of the Authority, upon written instruction of
the owners of at least twenty-five percent (25%) in principal amount of the Outstanding Bonds.
(Section 601)

Remedies for Events of Default   If an Event of Default occurs and is continuing, the Trustee
may by written notice to the Institution and the Authority declare immediately due and payable
the principal amount of the Outstanding Bonds and the payments to be made by the Institution
therefor, and accrued interest on the foregoing, whereupon the same shall become immediately
due and payable without any further action or notice.

If an Event of Default occurs and is continuing, the Trustee may exercise all of the rights
and remedies of a secured party, under the UCC or otherwise, with respect to the funds held by it
under the Agreement and with respect to the Note issued under the Master Indenture.  The
Authority may exercise all of the rights and remedies of a secured party, under the UCC or
otherwise, with respect to the funds held by it under the Agreement. (Section 602)

Court Proceedings

The Authority may enforce the obligations of the Institution under the Agreement by
legal proceedings for the specific performance of any covenant, obligation or agreement
contained in the Agreement, whether or not any breach has become an Event of Default, or for
the enforcement of any other appropriate legal or equitable remedy, and may recover damages
caused by any breach by the Institution of the provisions of the Agreement, including (to the
extent the Agreement may lawfully provide) court costs, reasonable attorneys’ fees and other
costs and expenses incurred in enforcing the obligations of the Institution under the Agreement.

The Trustee may enforce the obligations of the Authority under the Agreement by legal
proceedings for the specific performance of any covenant, obligation or agreement contained
therein, whether or not an Event of Default exists, or for the enforcement of any other
appropriate legal or equitable remedy, and may recover damages caused by any breach by the
Authority of the provisions of the Agreement, including (to the extent the Agreement may
lawfully provide) court costs, reasonable attorneys’ fees and other costs and expenses incurred in
enforcing the obligations of the Authority under the Agreement.  (Section 603)
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Remedies Cumulative

The rights and remedies under the Agreement shall be cumulative and shall not exclude
any other rights and remedies allowed by law, provided there is no duplication of recovery.
(Section 606)

Limitations on Bondowners’ Remedies

Upon a failure of the Institution to make a required debt service payment within seven (7)
days after the same becomes due and payable, the Trustee shall give written notice thereof to the
Authority and the Institution. The Trustee shall not be required to take notice of any other breach
or default by the Institution or the Authority except when given written notice thereof by the
registered owners of at least ten percent (10%) in principal amount of the Outstanding Bonds.
The Trustee shall give default notices and accelerate payments when instructed to do so by the
written direction of the registered owners of at least twenty-five percent (25%) in principal
amount of the Outstanding Bonds. The Trustee shall enforce the Agreement by legal proceedings
for the benefit of the Bondowners in accordance with the written directions of the registered
owners of a majority in principal amount of the Outstanding Bonds. The Trustee shall not be
required, however, to take any remedial action (other than acceleration or the giving of notice)
unless reasonable indemnity is furnished for any expense or liability to be incurred therein.

No Bondowner shall have the right it institute any legal proceedings for the enforcement
of the Agreement or any applicable remedy thereunder, unless the Authority and the Trustee
have failed and refused to take action as required by the Agreement.  (Sections 702 and 802)

Covenant as to Operation

The Institution shall not take or omit to take any action if such action or omission (i)
would cause the Bonds to be “arbitrage bonds” under Section 148 of the IRC, (ii) would cause
the Bonds to not meet any of the requirements of Section 149 of the IRC, or (iii) cause the Bonds
to cease to be “qualified 501(c)(3) bonds” under Section 145 of the IRC. Without limiting the
foregoing, the Institution shall not permit the $150,000,000 nonhospital bond limitation of IRC
§145(b) to be exceeded.  (Section 1002)

Amendment

The Agreement may be amended by the parties without Bondowner consent for any of
the following purposes: (a) to provide for the issuance of additional Bonds or the incurring of
Additional Indebtedness pursuant to the Agreement, (b) to subject additional property to the lien
of the Agreement, (c) to provide for the establishment of a book entry system of registration for
any series of Bonds through a securities depository (which may or may not be DTC), (d) to add
to the covenants and agreements of the Institution or to surrender or limit any right or power of
the Institution, or (e) to cure any ambiguity or defect, or to add provisions which are not
inconsistent with the Agreement and which do not impair the security for the Bonds.
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Except as provided in the foregoing paragraph, the Agreement may be amended only
with the written consent of the owners of at least a majority in principal amount of the
Outstanding Bonds; provided, however, that no amendment of the Agreement may be made
without the unanimous written consent of the affected Bondowners for any of the following
purposes: (i) to extend the maturity of any Bond, (ii) to reduce the principal amount or interest
rate of any Bond, (iii) to make any Bond redeemable other than in accordance with its terms, (iv)
to create a preference or priority of any Bond or Bonds over any other Bond or Bonds, or (v) to
reduce the percentage of the Bonds required to be represented by the Bondowners giving their
consent to any amendment.  (Section 1101)

Any amendment of the Agreement shall be accompanied by an opinion of Bond Counsel
to the effect that the amendment is permitted by the Agreement and will not adversely affect the
exclusion of interest on the Bonds from gross income for federal income tax purposes.

Defeasance

When there are in the Debt Service Fund, Debt Service Reserve Fund and Redemption
Fund sufficient funds, or Government or Equivalent Obligations in such principal amounts,
bearing interest at such rates and with such maturities as will provide sufficient funds to pay or
redeem the Bonds in full, and when all the rights under the Agreement of the Authority and the
Trustee have been provided for, upon written notice from the Institution to the Authority and the
Trustee, the Bondowners shall cease to be entitled to any benefit or security under the Agreement
except the right to receive payment of the funds deposited and held for payment and other rights
which by their nature cannot be satisfied prior to or simultaneously with termination of the lien
of the Agreement, the security interests created by the Agreement (except in such funds and
investments) shall terminate and the Authority and the Trustee shall execute and deliver such
instruments as may be necessary to discharge the lien and security interests created under the
Agreement; provided, however, that if any such Bonds are to be redeemed prior to the maturity
thereof, the Authority shall have taken all action necessary to redeem such Bonds and notice of
such redemption shall have been duly mailed in accordance with the Agreement or irrevocable
instructions so to mail shall have been given to the Trustee. Upon such defeasance, the funds and
investments required to pay or redeem the Bonds in full shall be irrevocably set aside for that
purpose and moneys held for defeasance shall be invested only as provided above in this
paragraph. Any funds or property held by the Trustee and not required for payment or
redemption of the Bonds in full shall, after satisfaction of all the rights of the Authority and the
Trustee and after allowance for payment into the Rebate Fund, be distributed to the Institution
upon such indemnification, if any, as the Authority or the Trustee may reasonably require.
(Section 202).
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(Closing Date)

Massachusetts Health and Educational
   Facilities Authority
99 Summer Street, Suite 1000
Boston, Massachusetts  02110

We have acted as bond counsel to the Massachusetts Health and Educational Facilities Authority
(the “Authority”) in connection with the issuance by the Authority of the following bonds (the
“Bonds”):

$28,000,000
Massachusetts Health and Educational Facilities Authority

Revenue Bonds, Milford-Whitinsville Regional Hospital Issue,
Series D, dated June 15, 2002 (the “Bonds”)

We have examined the law and such certified proceedings and other papers as deemed necessary
to render this opinion, including the Loan and Trust Agreement (the “Agreement”) dated as of
June 11, 2002, among the Authority, Milford-Whitinsville Regional Hospital, Inc. (with its
successors, the “Institution”) and Citizens Bank of Massachusetts (the “Trustee”); the Master
Trust Indenture (the “Indenture”) dated as of January 13, 1998 among the Institution, MWRH
Corporation, Tri-County Medical Associates, Inc. and Citizens Bank of Massachusetts, as Master
Trustee (the “Master Trustee”), as amended and supplemented; and the Supplemental Master
Indenture for Obligation No. 2 (the “Supplemental Indenture”) dated as of June 11, 2002
between the Institution and the Master Trustee.

As to questions of fact material to our opinion we have relied upon representations and
covenants of the Authority and the Institution contained in the Agreement and of the Obligated
Group contained in the Master Indenture, the certified proceedings and other certifications of
public officials furnished to us, and certifications by officials of the Institution and others,
without undertaking to verify the same by independent investigation.

The Bonds are issued pursuant to the Agreement and secured by Obligation No. 2 issued under
the Supplemental Indenture.  Under the Agreement the Institution has agreed to make payments
sufficient to pay when due the principal (including sinking fund installments) of, and premium
(if any) and interest on the Bonds.  Such payments and other moneys payable to the Authority or
the Trustee under the Agreement, including proceeds derived from any security provided
thereunder (collectively the “Revenues”), and the rights of the Authority under the Agreement to
receive the same (excluding, however, certain administrative fees, indemnification, and
reimbursements), are pledged and assigned by the Authority as security for the Bonds. The
Bonds are payable solely from the Revenues.  Such payments are secured by Obligation No. 2
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issued under the Supplemental Indenture.  Payment of Obligation No. 2 is secured by a security
interest in the Patient Receipts of the Obligated Group.

Reference is made to an opinion of even date of McDermott, Will & Emery, counsel to the
Institution, with respect to, among other matters, the corporate existence of the Institution, the
power of the Institution to carry out the Project (as defined in the Agreement) being financed in
part by the Bonds, the power of the Obligated Group to enter into and perform their respective
obligations under the Agreement, the Indenture and the Supplemental Indenture (such
instruments and agreements being collectively called the “Bond Documents”), the authorization,
execution and delivery of the Bond Documents by the Obligated Group and the extent to which
the Bond Documents are binding and enforceable upon the Obligated Group.

We express no opinion with respect to compliance by the Institution with applicable legal
requirements in connection with the construction, equipping or operation of the Project.

As security for its obligations under the Indenture, the Obligated Group has granted security
interests in its Gross Receipts (as described in the Master Indenture) and a mortgage on the
Mortgaged Property (as described in the Master Indenture).  As to matters relating to the filing
under the Uniform Commercial Code (the “Code”) with respect to the Gross Receipts of the
Obligated Group, reference is made to an opinion of even date of McDermott, Will & Emery.
To maintain a perfected security interest in the Gross Receipts under the Code, the Trustee must
file a continuation statement every five years.

The security interest in Gross Receipts includes the rights of the Obligated Group to receive the
same and the proceeds of such rights.  Pursuant to the Code, a security interest in these proceeds
may not continue to be perfected if the proceeds are not paid over to the Trustee by the Obligated
Group within nine days of their receipt, are commingled with other funds of the Obligated
Group, or are paid by the Obligated Group to other parties in the ordinary course.  The Obligated
Group is obligated to pay over these proceeds within nine days of receipt only in the event of its
earlier failure to make a required payment under the Agreement when due and until such
payment has been made.  In the event that the Obligated Group fails to make a required payment
when due, the Obligated Group is obligated, to the extent necessary to make such payment, to
pay over immediately to the Trustee the receipts theretofore received which have not been
commingled with other funds and as to which the security interest remains perfected and to pay
over to the Trustee upon receipt any proceeds thereafter received of the rights to receive the
receipts.

Under the federal Bankruptcy Code, the security interest in receipts may cease to be effective to
the extent derived from rights coming into existence on or after a date ninety days (or, in some
circumstances, one year) prior to the filing of a petition in bankruptcy with respect to a Member
of the Obligated Group.
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Based on our examination, we are of opinion, as of the date hereof and under existing law, as
follows:

1. The Authority is a duly created and validly existing body corporate and politic
and a public instrumentality of The Commonwealth of Massachusetts with the power to enter
into and perform the Agreement and to issue the Bonds.

2. The Agreement has been duly authorized, executed and delivered by the
Authority and is a valid and binding obligation of the Authority enforceable upon the Authority.
As provided in Chapter 614 of the Acts of 1968 of The Commonwealth of Massachusetts, as
amended, the Agreement creates a valid lien on the Revenues and on the rights of the Authority
or the Trustee on behalf of the Authority to receive Revenues under the Agreement (except
certain rights to indemnification, reimbursements and fees) on a parity with other Indenture
Indebtedness (if any) issued or to be issued under the Indenture.

3. The Bonds have been duly authorized, executed and delivered by the Authority
and are valid and binding special obligations of the Authority, payable solely from the Revenues.

4. Under existing law, interest on the Bonds (including any original issue discount
properly allocable to the owners thereof) is excluded from the gross income of the owners of the
Bonds for federal income tax purposes.  In addition, interest on the Bonds will not be treated as a
preference item in calculating the alternative minimum tax imposed under the Internal Revenue
Code of 1986 (the “IRC”) on individuals and corporations.  However, we call your attention to
the fact that interest on the Bonds will be taken into account in determining adjusted current
earnings for the purpose of computing the alternative minimum tax imposed on corporations (as
defined for federal income tax purposes).  We also call your attention to the fact that failure by
the Authority or the Institution to comply subsequent to the issuance of the Bonds with certain
requirements of the IRC may cause interest on the Bonds to become includable in the gross
income of the owners of the Bonds for federal income tax purposes retroactive to the date of
issuance of the Bonds.  The Institution and, to the extent necessary, the Authority have
covenanted in the Agreement to take all lawful action necessary under the IRC to ensure that
interest on the Bonds will remain excluded from the gross income of the owners of the Bonds for
federal income tax purposes and to refrain from taking any action which would cause interest on
the Bonds to become included in such gross income.  We express no opinion regarding any other
federal tax consequences arising with respect to the Bonds.

5. Under existing law, interest on the Bonds (including any original issue discount
properly allocable to the owners thereof) and any profit made on the sale thereof are exempt
from Massachusetts personal income taxes and the Bonds are exempt from Massachusetts
personal property taxes.  We express no opinion as to other Massachusetts tax consequences
arising with respect to the Bonds nor as to the taxability of the Bonds or the income therefrom
under the laws of any state other than Massachusetts.
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It is to be understood that the rights of the holders of the Bonds and the enforceability of the
Bonds and the Agreement are subject to bankruptcy, insolvency, reorganization, moratorium and
other similar laws affecting creditors’ rights heretofore or hereafter enacted to the extent
constitutionally applicable and that their enforcement may also be subject to the exercise of
judicial discretion in appropriate cases.

Yours faithfully,



APPENDIX E

FORM OF CONTINUING DISCLOSURE AGREEMENT



[THIS PAGE INTENTIONALLY LEFT BLANK]



APPENDIX E

E-1

FORM OF CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement (the "Disclosure Agreement") is executed and delivered
by Milford-Whitinsville Regional Hospital,  Inc. (the "Institution"),  MWRH Corporation ("MWRH") and
Tri-County Medical Associates,  Inc. ("TCMA" and, together with the Institution and MRWH, the
"Obligated Group") and Citizens Bank of Massachusetts (in such capacity,  the "Trustee") in connection
with the issuance of $28,000,000 Massachusetts Health and Educational Facilities Authority Revenue
Bonds, Milford-Whitinsville Regional Hospital Issue, Series D (the "Bonds").   The Bonds are being issued
pursuant to a Loan and Trust Agreement,  dated as of June 11, 2002 (the "Agreement"),  each by and
among the Authority,  the Institution and the Trustee.  The proceeds from the sale of the Bonds are being
loaned by the Authority to the Institution pursuant to the Agreement.   The Obligated Group and the Trustee
covenant and agree as follows:

SECTION 2.   Purpose of the Disclosure Agreement.   This Disclosure Agreement is being
executed and delivered by the Obligated Group and the Trustee for the benefit of the Bondowners and in
order to assist the Participating Underwriters (defined below) in complying with the Rule (defined below).
The Obligated Group and the Trustee acknowledge that the Authority has undertaken no responsibility with
respect to any reports,  notices or disclosures provided or required under this Disclosure Agreement,  and
has no liability to any person, including any Bondowner of the Bonds, with respect to any such reports,
notices or disclosures.

SECTION 3.   Definitions.  In addition to the definitions set forth in the Agreement,  which apply
to any capitalized term used in this Disclosure Agreement unless otherwise defined in this Section, the
following capitalized terms shall have the following meanings:

"Annual Report" shall mean any Annual Report provided by the Obligated Group pursuant to,  and
as described in, Sections 3 and 4 of this Disclosure Agreement.

"Beneficial Owner" shall mean, when used in reference to book-entry only bonds, the person who
is considered the beneficial owner of the Bonds pursuant to the arrangements for book-entry
determination of ownership.

"Bondowner" shall mean the registered owner of a Bond, and any beneficial owner thereof,  as
established to the reasonable satisfaction of the Trustee or the Obligated Group.

"Dissemination Agent" shall mean any Dissemination Agent or successor Dissemination Agent
designated in writing by the Obligated Group and which has filed with the Obligated Group, the
Trustee and the Authority a written acceptance of such designation.  The same entity may serve
as both Trustee and Dissemination Agent.   In the absence of a third-party Dissemination Agent,
the Obligated Group shall serve as Dissemination Agent.

"Listed Events" shall mean any of the events listed in Section 5(a) of this Disclosure Agreement.

"National Repository" shall mean any Nationally Recognized Municipal Securities Information
Repository for purposes of the Rule.  Currently,  the following are National Repositories:
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Bloomberg Municipal Repositories 
100 Business Park Drive 
Skillman, NJ 08558 
Phone: (609) 279-3225 
Fax: (609) 279-5962
E-mail: Munis@Bloomberg.com

DPC Data Inc.
One Executive Drive
Fort Lee, NJ 07024
Phone: (201) 346-0701
Fax: (201) 947-0107
E-mail: nrmsir@dpcdata.com

FT Interactive Data
Attn:  NRMSIR
100 William Street
New York, NY 10038
Phone: (212) 771-6999
Fax:  (212) 771-7391 (Primary Market Information)
Fax: (212) 771-7390 (Secondary Market Information)
E-mail:  NRMSIR@FTID.com

Standard & Poor’s J.  J.  Kenny Repository
55 Water Street,  45th Floor
New York, NY 10041
Phone: (212) 438-4595 
Fax: (212) 438-3975
E-mail: nrmsir_repository@sandp.com

"Participating Underwriter" shall mean any of the original underwriters of the Bonds required to
comply with the Rule in connection with offering of the Bonds.

"Repository" shall mean each National Repository and each State Repository.

"Rule" shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under
the Securities Exchange Act of 1934, as the same may be amended from time to time.

"State Repository" shall mean any public or private repository or entity designated by The
Commonwealth of Massachusetts as a state repository for the purpose of the Rule.

SECTION 4.   Provision of Annual Reports:

(a)  The Dissemination Agent not later than 120 days after the end of the Obligated Group’s fiscal
year,  commencing with fiscal year ending September 30, 2002 (the "Filing Deadline"),  shall provide to
each Repository an Annual Report which is consistent with the requirements of Section 4 of this Disclosure
Agreement.   Not later than fifteen (15) Business Days prior to said date,  the Obligated Group (if it is not
the Dissemination Agent) shall provide the Annual Report to the Dissemination Agent.   In each case, the
Annual Report may be submitted as a single document or as separate documents comprising a package,
and may cross reference other information as provided in Section 4 of this Disclosure Agreement; provided
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that the audited financial statements of the Obligated Group may be submitted separately from and at a later
date than, the balance of the Annual Report if such audited financial statements are not available as of the
date set forth above.  If the Obligated Group submits its audited financial statements at a later date,  it shall
provide unaudited financial statements by the above-specified deadline and shall provide the audited
financial statements as soon as practicable after the audited financial statements become available.

(b)  The Dissemination Agent shall:

(i)  determine each year within five (5) Business Days before the date for providing the
Annual Report to the Repositories the name and address of each National Repository and
each State Repository, if any (insofar as determinations regarding Repositories are
concerned, the Dissemination Agent,  the Obligated Group or the Trustee, as applicable,
may rely conclusively on the list of Repositories maintained by the United States Securities
and Exchange Commission); and

(ii)  on or before the Filing Deadline file a report with the Obligated Group, the Authority
and the Trustee certifying that the Annual Report has been provided pursuant to this
Disclosure Agreement,  stating the date it was provided, and listing all the Repositories to
which it was provided (the "Compliance Certificate").

(c)  If the Trustee has not received a Compliance Certificate by the Filing Deadline, the Trustee
shall send a notice to the Municipal Securities Rulemaking Board and the State Repository in substantially
the form attached hereto as Exhibit A.

(d)  If the Dissemination Agent has not provided the Annual Report to the Repositories by the
Filing Deadline, the Obligated Group shall send a notice to the Municipal Securities Rulemaking Board
and the State Repository in substantially the form attached hereto as Exhibit A.

SECTION 5.   Content of Annual Reports.   The Obligated Group’s Annual Report shall contain
or incorporate by reference the following information relating to the Obligated Group for or as of the most
recently completed fiscal year of the Obligated Group:

1) Audited Financial Statements,

2) To the extent not included in the Audited Financial Statements:

a) Utilization Trends,

b) Sources of Patient Service Revenue

c) Five year comparative Summary of Revenues and Expenses,

dc) Three year coverage of Maximum Annual Debt Service,

e) Liquidity Date (i.e.  days'  cash on hand, cushion ratio),  and
 

f) Changes in Outstanding Indebtedness 

The Obligated Group agrees that the financial statements provided pursuant to Sections 3 and 4 of
this Disclosure Agreement shall be prepared in conformity with generally accepted accounting principles,
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as in effect from time to time.  Any or all of the items listed above may be incorporated by reference from
other documents,  including official statements of debt issues with respect to which the Obligated Group
is an "obligated person" (as defined by the Rule),  which have been filed with each of the Repositories or
the Securities and Exchange Commission.  If the document incorporated by reference is a final official
statement,  it must be available from the Municipal Securities Rulemaking Board.  The Obligated Group
shall clearly identify each such other document so incorporated by reference.  Neither the Trustee nor
Dissemination Agent need to verify the content or correctness of said Annual Report.

SECTION 6.   Reporting of Significant Events.

(a) This Section 5 shall govern the giving of notices of the occurrence of any of the following
events with respect to the Bonds:

1. principal or interest payment delinquencies on the Bonds;

2. non-payment related defaults;

3. any unscheduled draw on debt service reserves reflecting financial difficulties;

4. any unscheduled draw on credit enhancement reflecting financial difficulties;

5. a substitution of credit or liquidity providers or its failure to perform;

6. adverse tax opinions, or the occurrence of any event adversely affecting the
tax-exempt status of the Bonds;

7. modifications to the rights of the Bondowners;

8. giving of a notice of redemption of any Bonds (the giving of notice of regularly
scheduled mandatory sinking fund redemption shall not be deemed material for
this purpose under clause (b) of this Section 5);

9. defeasance of the Bonds or any portion thereof;

10. the release, substitution or sale of property securing repayment of the Bonds; and

11. rating changes.

(b) Whenever the Obligated Group obtains knowledge of the occurrence of a Listed Event,
if such Listed Event is material,  the Obligated Group shall,  in a timely manner,  file or direct the
Dissemination Agent to file a notice of such occurrence with the Municipal Securities Rulemaking Board
and each State Repository, with a copy to the Authority.

SECTION 7.   Termination of Reporting Obligation.  The Obligated Group’s obligations under this
Disclosure Agreement shall terminate upon the legal defeasance, prior redemption or payment in full of
all of the Bonds, or upon delivery to the Trustee of an opinion of counsel expert in federal securities laws
selected by the Obligated Group and acceptable to the Trustee to the effect that compliance with this
Disclosure Agreement no longer is required by the Rule.  If any member of the Obligated Group’s
obligations under the Agreement are assumed in full by some other entity,  such person shall be responsible
for compliance with this Disclosure Agreement in the same manner as if it were a member of the Obligated
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Group as of the date hereof and such former member shall have no further responsibility hereunder.

SECTION 8.   Dissemination Agent.   The Obligated Group may,  from time to time, appoint or
engage a Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement,
and may discharge any such Agent,  with or without appointing a successor Dissemination Agent.   The
initial Dissemination Agent shall be Citizens Bank of Massachusetts.

SECTION 9.   Amendment; Waiver.   Notwithstanding any other provision of this Disclosure
Agreement,  the Obligated Group and the Trustee may amend this Disclosure Agreement (and the Trustee
shall agree to any amendment so requested by the Obligated Group and which does not affect the rights
and remedies of the Trustee or Dissemination Agent) and any provision of this Disclosure Agreement may
be waived, if such amendment or waiver is supported by an opinion of counsel expert in federal securities
laws acceptable to both the Obligated Group and the Trustee to the effect that such amendment or waiver
would not,  in and of itself,  violate the Rule.  Without limiting the foregoing, the Obligated Group and the
Trustee may amend this Disclosure Agreement if (a) such amendment is made in connection with a change
in circumstances that arises from a change in legal requirements,  change in law, or change in the identity,
nature or status of the Obligated Group or of the type of business conducted by the Obligated Group, (b)
this Disclosure Agreement,  as so amended, would have complied with the requirements of the Rule at the
time the Bonds were issued, taking into account any amendments or interpretations of the Rule, as well
as any change in circumstances; and (c)(i) the Trustee determines, or the Trustee receives an opinion of
counsel expert in federal securities laws and acceptable to the Trustee to the effect that,  the amendment
does not materially impair the interests of the Bondowners or (ii) the amendment is consented to by the
Bondowners as though it were an amendment to the Agreement,  pursuant to Section 1101 of the
Agreement.   The annual financial information will explain, in narrative form, the reasons for the
amendment and the impact of the change in the type of operating data or financial information being
provided.  If an amendment is made to an undertaking specifying the accounting principles to be followed
in preparing financial statements,  the annual financial information for the year in which the change is made
should present a comparison between the financial statements or information prepared on the basis of the
new accounting principles and those prepared on the basis of the former accounting principles.

SECTION 10.   Additional Information.  Nothing in this Disclosure Agreement shall be deemed
to prevent the Obligated Group from disseminating any other information, using the means of
dissemination set forth in this Disclosure Agreement or any other means of communication, or including
any other information in any Annual Report,  or notice of occurrence of a Listed Event,  in addition to that
which is required by this Disclosure Agreement.   If the Obligated Group chooses to include any
information in any Annual Report or notice of occurrence of a Listed Event,  in addition to that which is
specifically required by this Disclosure Agreement,  the Obligated Group shall have no obligation under
this Disclosure Agreement to update such information or include it in any future Annual Report or notice
of occurrence of a Listed Event.

SECTION 11.   Default.   In the event of a failure of the Obligated Group or the Dissemination
Agent to comply with any provision of this Disclosure Agreement,  the Trustee may (and, at the request
of Bondowners of at least 25% aggregate principal amount of Outstanding Bonds, shall) take such actions
as may be necessary and appropriate,  including seeking specific performance by court order,  to cause the
Obligated Group or the Dissemination Agent,  as the case may be, to comply with its obligations under this
Disclosure Agreement.   Without regard to the foregoing, any Bondowner or Beneficial Owner of the Bonds
may take such actions as may be necessary and appropriate,  including seeking specific performance by
court order,  to cause the Obligated Group or the Dissemination Agent,  as the case may be, to comply with
its obligations under this Disclosure Agreement.   A default under this Disclosure Agreement shall not be
deemed an Event of Default under the Agreement,  and the sole remedy under this Disclosure Agreement
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in the event of any failure of the Obligated Group or the Trustee to comply with this Disclosure Agreement
shall be an action to compel performance.

SECTION 12.   Duties,  Immunities and Liabilities of Trustee and Dissemination Agent.   Section
702 of the Agreement is hereby made applicable to this Disclosure Agreement as if this Disclosure
Agreement were (solely for this purpose) contained in the Agreement.   The Trustee in its capacity as
Dissemination Agent shall have only such duties as are specifically set forth in this Disclosure Agreement,
and the Obligated Group agrees to indemnify and save the Dissemination Agent,  its officers,  directors,
employees and agents,  harmless against any loss,  expense and liabilities which it may incur arising out of
or in the exercise or performance of its powers and duties hereunder,  including the costs and expenses
(including attorneys’ fees) of defending against any claim of liability,  but excluding liabilities due to the
Dissemination Agent’s gross negligence or willful misconduct.   The obligations of the Obligated Group
under this Section shall survive resignation or removal of the Dissemination Agent and payment of the
Bonds.

SECTION 13.   Beneficiaries.   This Disclosure Agreement shall inure solely to the benefit of the
Obligated Group, the Trustee, the Dissemination Agent,  the Participating Underwriters,  the Authority and
Bondowners from time to time of the Bonds, and shall create no rights in any other person or entity.

SECTION 14.   Disclaimer.  No Annual Report or notice of a Listed Event filed by or on behalf
of the Obligated Group under this Disclosure Agreement shall obligate the Obligated Group to file any
information regarding matters other than those specifically described in Section 3 and Section 4 hereof,
nor shall any such filing constitute a representation by the Obligated Group or raise any inference that no
other material events have occurred with respect to the Obligated Group or the Bonds or that all material
information regarding the Obligated Group or the Bonds has been disclosed.  The Obligated Group shall
have no obligation under this Disclosure Agreement to update information provided pursuant to this
Disclosure Agreement except as specifically stated herein.
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SECTION 15.   Counterparts.   This Disclosure Agreement may be executed in several
counterparts,  each of which shall be an original and all of which shall constitute but one and the same
instrument.

Date:  July 10, 2002
MILFORD-WHITINSVILLE REGIONAL HOSPITAL, INC.
MWRH CORPORATION
TRI-COUNTY MEDICAL ASSOCIATES, INC.

BY:  MILFORD-WHITINSVILLE REGIONAL HOSPITAL,
INC., as representative of the Obligated Group

By________________________________________________
     Title:

___________________________________________________
   as Trustee 

By________________________________________________
     Authorized Officer
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EXHIBIT A

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer:_____________________________________________

Name of Bond Issue__________________________________________

____________________________________________________________

____________________________________________________________

Name of Institution_________________________________________

Date of Issuance____________________________________________

NOTICE IS HEREBY GIVEN that Milford-Whitinsville Regional Hospital, Inc. (the "Institution")
has not provided an Annual Report with respect to the above-named Bonds as required by the Continuing
Disclosure Agreement,  dated as of July 10, 2002, by and between the Institution and Citizens Bank of
Massachusetts,  as Trustee.

Dated:

[TRUSTEE]

cc:  Institution
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