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Summary of Board Due Diligence 

 

 

In recent years, Frisbie Memorial Hospital (“Frisbie”) has experienced many of the challenges 

typical of small independent hospitals. But the impact on Frisbie has been tremendous. For the last 

two fiscal years, Frisbie has incurred operating losses of approximately $23 million and $20 

million due to decreased reimbursement and escalating costs. Those losses are spiraling given such 

trends as continued reductions in reimbursement from Medicaid and managed care payors, and 

reduced payments as more of the cost of care is shifted to patients in high deductible plans, 

increasing uncompensated care. Adding to the situation, in 2017 Frisbie incurred a substantial 

expense in implementing a computer conversion to provide needed clinical and financial systems, 

resulting in depletion of cash reserves. 

 

In 2018, Frisbie retained Prism Healthcare Partners (“Prism”), a healthcare consulting firm that 

helps hospitals and health systems improve financial, operational and clinical performance, to 

evaluate Frisbie’s operations. In an April 2018 presentation to the Board of Trustees, the projection 

was that Frisbie would not be able to sustain its capital needs and that its baseline cash would 

completely deplete that fiscal year. Frisbie’s estimate of its debt service coverage ratio was 

estimated to continue to stay in the negative over the next five years.  

 

Prism made recommendations on measures to reduce costs. Frisbie implemented many of these 

recommendations, and this implementation has slowed the rate at which Frisbie is losing money. 

But the fact remains that Frisbie is operating at a loss, not a profit.  

 

Frisbie’s Efforts to Find a Strategic Partner  

Recognizing its financial straits, in the summer of 2018, Frisbie began outreach to search for a 

strategic partner. When it began its search, the most important factors for Frisbie were access to 

capital and maintaining high quality care. Frisbie also considered the potential partner’s 

commitment to the community; complementary services; reputation and culture; staff 

considerations; local board representation; the MD network; and not-for-profit status. (Id.) 
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Frisbie identified and contacted ten potential candidates to gauge their interest in a potential 

strategic transaction, sending each a Request for Proposal (“RFP”). A copy of the RFP sent to 

these ten entities is submitted herewith as Attachment A. Of the ten RFPs sent out:  

 

• Two entities either declined to return a non-disclosure agreement (“NDA”) or failed 

to respond at all 

• Five entities returned the NDA but declined to respond to the RFP 

• Three entities submitted a response to the RFP  

 

Given the financial situation, it was disappointing but not surprising that only three of the ten 

healthcare systems chose to submit an RFP. The three expressions of interest were from 

SolutioNHealth (“Solution”), Steward Health Care System LLC (“Steward”), and HCA. Both 

Stewart and HCA were invited to give presentations to the Board of Trustees.  

 

Solution offered a two-year Management Services Agreement that Solution believed would “create 

a structure and provide the necessary support for [Frisbie] to receive the various clinical, 

operational, administrative and other various services.”  This proposal was attractive for several 

reasons, including Solution’s history in the community, reputation, and vision. However, Solution 

made no effort to quantify any cost savings in its RFP response. Solution also conceded to Frisbie 

that if access to capital was a top priority, it believed it was not the best choice for a partner.  As a 

result, Frisbie believed the proposal offered too little to make a material impact on its financial 

situation and rejected the proposal. 

 

Steward proposed an asset purchase agreement pursuant to which Steward would acquire 

substantially all of Frisbie’s assets (with some exceptions), retire long-term debt and liabilities, 

and fund $150 million in facility improvement, IT enhancements, and network development 

projects. The funding commitment was initially attractive to Frisbie. However, that funding would 

be spread over a period of five years for identified projects. The amount Frisbie anticipated would 

be received at or near closing was not sufficient to adequately alleviate Frisbie’s financial issues. 

In short, it was questionable whether the funding at closing could cover Frisbie’s anticipated 

monthly expenses. In addition, Frisbie believed that Steward’s relative lack of experience within 

New Hampshire was a disadvantage to its ability to successfully operate Frisbie and to improve 

patient care.  

 

HCA’s proposal was ultimately viewed as the most attractive.  HCA proposed an asset purchase 

agreement and the creation of a community foundation to manage the net proceeds. HCA’s 

indication of its willingness to commit to fund capital expenditures had a greater potential to lessen 

Frisbie’s financial constraints; even though HCA’s overall dollar value was lower than Steward’s 

offer, the amount that Frisbie would receive at or near closing was higher and thus preferable. In 

other words, HCA’s funding commitment had the potential to ease Frisbie’s financial issues. In 

addition, Frisbie believed that HCA had the experience and respect within the state of New 

Hampshire that would lead to a greater chance of not only Frisbie’s success, but also patient care. 

Frisbie and HCA shared some existing synergies in tertiary services. Finally, HCA’s proposal more 

comprehensively addressed Frisbie’s perception of the needs of its patients, employees, 

organization, and the greater Rochester community. Based on these considerations, Frisbie 

selected HCA as the optimal choice in September 2018.   
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Following this initial decision, the parties expanded their due diligence activities.  Frisbie also 

engaged a valuation firm, Ketchum Valuation Consulting, to provide an independent opinion of 

the fair value of the assets to be sold to HCA.  Frisbie and HCA executed a Letter of Intent (“LOI”) 

in January 2019. Following the execution of the LOI, Frisbie engaged Stroudwater Associates 

(“Stroudwater”) to assist the Board and the Board’s outside counsel with the due diligence process 

and the development of the definitive asset purchase agreement.  Stroudwater facilitated multiple 

meetings for Frisbie Board members and the board members from the two other HCA hospitals in 

New Hampshire, Portsmouth Regional Hospital and Parkland Medical Center.  Stroudwater also 

arranged meetings for the Frisbie Board members and management with representatives of other 

small community hospitals recently acquired by HCA, including Memorial Satilla Health, in 

Waycross, Georgia.    

 

The Board designated a workgroup of Board members who regularly met with legal counsel and 

advisers from Stroudwater and participated directly in the negotiation and finalization of the 

definitive asset purchase agreement which was approved by the Frisbie Hospital Board on 

September 18, 2019 and The Frisbie Foundation on September 26, 2019.   

 

 

Use of Sale Proceeds. 

The Board also undertook an in depth investigation and assessment of options for the future use 

and management of the sale proceeds.  The Board explored maintaining a separate grant-making 

foundation as well as met with three existing New Hampshire foundations about accepting and 

managing the sale proceeds.  Meetings were held with The New Hampshire Charitable Foundation, 

The Endowment for Health and the Foundation for Seacoast Health.   After extensive discussion, 

the Boards initially approved pursuing the establishment of a donor advised fund within the New 

Hampshire Charitable Foundation.  The Boards’ goal is to maximize the use of the sale proceeds 

to benefit the health and well-being of the residents of the Greater Rochester community and 

believed that it would be more efficient and less costly to establish and administer a donor advised 

fund than establishing and maintaining a separate foundation.  Frisbie, HCA and The New 

Hampshire Charitable Foundation, however, have been unable to agree upon a mutual acceptable 

arrangement.  Therefore, at this time, Frisbie proposes repurposing The Frisbie Foundation to 

receive and administer the sale proceeds.    

 

Frisbie continues to believe that the HCA strategic transaction offers Frisbie the best chance for 

the hospital to survive and is the most optimal means to ensure the community’s continued access 

to health care services.  Furthermore, the proceeds from the sale will produce an on-going 

community benefit for the Greater Rochester community.   

PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY



PUBLIC COPY




