Attachment 4

(Jegacy DMC

April 15,2020

Dr. Audrey Gregory
Detroit Market CEO
Executive Offices
3390 John R
Detroit, MI 48201

Dear Dr. Gregory

Thank you for calling-in to the recent Legacy DMC Board of Trustees meeting. As I mentioned

then, it would have been better for all of us if you could have met the Trustees face-to-face. The
Trustees did appreciate your responses to their comments and questions, and it was clear to them
that you understand the covenants in the Purchase and Sale Agreement.

In addition to your presentation, we have reviewed the VHS of Michigan Report submitted on
March 13" which will accompany Legacy DMC’s report to the Department of the Attorney
General later this month. As we develop our report, I thought it would be worthwhile to provide
you with initial thoughts and reactions to the various issues.

1. Capital Expenditures Section (12.4)
The commitment to invest $850 million in capital improvements and replacements was
met and essentially within the prescribed timeframe. This level of commitment was
necessary to return the DMC system to stable operating levels due principally to the
underinvestment that existed for several years before the sale. This was due to years of
financial losses and inadequate cash as a result. Typically the system needed annual
expenditures of $50 million to $100 million to sustain necessary plant and equipment.
This was not done as needed creating a dire need for new investment.

After achieving this very important goal of capital investment that restored the “muscle”
of the system, Legacy has continued to monitor annual capital investment so these gains
can be retained. Legacy believes that spending less than at least $50 million annually
will not be adequate to maintain good quality properties and equipment to serve the
community as was observed back before the sale, and in fact an annual investment of at
least $70 million is needed. On average, the DMC’s investment since 2016 has been
below the $50 million level.

2. Educational Mission Section (12.8)
The 2019 Report declares that the DMC has never wavered from its historic commitment
to graduate medical education. However, during 2019 the ACGME terminated the
accreditation of the neurosurgery residency program that apparently cannot be re-
established for two years and the DMC elected not to fill 78 residencies.
The loss of this prestigious program and the decline in residents obviously raise a
question of non-compliance.
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Research Mission Section (12.9)

The 2019 Report states that the DMC has fully complied with its commitment to support
the system’s historic research mission. Legacy is unable to verify this statement. This
Board has received numerous complaints from various stakeholders reporting that the
support for the research mission has declined significantly. Legacy has asked the DMC to
provide support for its position by quantifying its spending levels and comparing them to
historic levels of support. DMC has provided no information. This is a matter of non-
compliance with this covenant which states the DMC will continue the historic research
mission of the pre-sale DMC.

Indigent Care Section (12.2)

Legacy supports the DMC’s commitment to indigent care; this is its most important
mission in this community. Legacy remains concerned about the impact on the indigent
of DMC’s continuing staff reductions, diminished investment levels, and changes to its
support of education and research.

No Sale of Hospitals Section (12.7)

Legacy noted the DMC’s carefully worded response to this section in its report and noted
your response at the meeting about your discussions about this subject with Tenet
executives. The trustees shared with you why the outcomes of Tenet’s ownership of other
academic medical centers provide cause for their concern.

Legacy provided you with a written list of its specific areas of concern prior to our meeting on
February 26th. While we discussed a number of them when we met, we still have not received
information about many of them. I again invite you to provide the additional information Legacy
requested, including as a supplement to DMC’s Report. As you know, regardless of Legacy’s
right, including as a party to the PSA, to monitor all aspects of DMC’s continuing compliance,
Legacy contractually is obligated to monitor and report on specifically whether DMC’s Report
adequately describes in reasonable detail DMC’s performance under, and compliance with, all of
its commitments under the PSA. Legacy’s report will reflect the contents of the DMC’s Report
and your comments at the meeting; it will also reflect Legacy’s concerns as it did last year.

In the interest of filing the most accurate report possible, I am willing to meet with you again, if
you or your staff can improve my understanding.

Yours truly,

/s/

Richard Widgren

Chair




