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Health System

The Hospital Facility Authority of Clackamas County, Oregon Revenue Bonds (Legacy Health System), Series 2009A (the “Series A Bonds” or the
“Bonds”) are being issued as fixed rate bonds under a Bond Indenture, dated as of May 1, 2009 (the “Bond Indenture”), between the Authority and Wells
Fargo Bank, National Association, as bond trustee (the “Bond Trustee”), as fully registered bonds and will be registered in the name of Cede & Co., as
nominee for The Depository Trust Company (“DTC”), New York, New York, which will act as securities depository for the Bonds under a book-entry only
system. See “BOOK-ENTRY SYSTEM.” Beneficial Owners of the Bonds will not receive physical delivery of bond certificates. Principal of and premium,
if any, and interest on the Bonds will be paid by the Bond Trustee to DTC, which is obligated in turn to remit such principal, premium, if any, and interest
to the DTC participants for subsequent disbursement to the beneficial owners of the Bonds, as described herein. Interest on the Bonds is payable on
January 15, 2010 and semiannually thereafter on July 15 and January 15 of each year to their maturity or earlier redemption.

The Bonds are issued under and secured by the Bond Indenture and are limited obligations of the Authority, payable solely from Revenues, which
consist primarily of loan repayments required to be paid by Legacy Health System (“LHS”) under a Loan Agreement, dated as of May 1, 2009 (the “Loan
Agreement”), between the Authority and LHS. The obligation of LHS to make loan repayments is evidenced and secured by Obligation No. 7 issued under
an Amended and Restated Master Trust Indenture, dated as of May 1, 2009 (the “Master Indenture”), described herein, which obligates the Obligated
Group, defined herein, to make payments on such Obligation in amounts sufficient to pay principal, premium, if any, and interest on the Bonds when
due.

The Bonds are subject to optional, extraordinary optional, and mandatory sinking fund redemption prior to maturity as described herein.

Maturity Schedule
$51,945,000 Serial Bonds

Due Principal Interest Due Principal Interest

(July 15) Amount Rate Yield CUSIP’ (July 15) Amount Rate Yield CUSIP?
2010 $2,600,000 3.000% 2.230% 179027VS3 2018 $3,490,000 4.500% 4.590% 179027WA1
2011 2,680,000 3.000 2.780 179027VT1 2019 1,195,000 4.500 4.790 179027WB9
2012 2,760,000 3.000 3.130 179027VU8 2019 2,465,000 5.000 4.790 179027WCT7
2013 2,850,000 3.500 3.360 179027VV6 2020 3,845,000 5.000 5.000 179027WD5
2014 2,960,000 4.000 3.730 179027VW4 2021 4,040,000 5.000 5.070 179027WE3
2015 3,080,000 4.000 4.000 179027VX2 2022 4,250,000 5.000 5.150 179027WF0
2016 3,210,000 4.000 4.190 179027VY0 2023 4,470,000 5.125 5.240 179027WG8
2017 3,345,000 4.250 4.390 179027VZ7 2024 4,705,000 5.250 5.300 179027WH6

$27,810,000 5.500% Term Bonds Due July 15, 2029, Priced to Yield 5.550% CUSIP' 179027WJ2
$34,105,000 5.500% Term Bonds Due July 15, 2035, Priced to Yield 5.750% CUSIP* 179027WK9

THE AUTHORITY SHALL NOT BE OBLIGATED TO PAY THE PRINCIPAL OF OR INTEREST ON THE BONDS EXCEPT FROM REVENUES,
AND NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE OF OREGON, CLACKAMAS COUNTY, OREGON,
MULTNOMAH COUNTY, OREGON, OR ANY OTHER POLITICAL SUBDIVISION OF THE STATE OF OREGON IS PLEDGED TO THE PAYMENT
OF THE PRINCIPAL OF OR INTEREST ON THE BONDS. THE BONDS ARE NOT A DEBT OF THE STATE OF OREGON, CLACKAMAS COUNTY,
OREGON, MULTNOMAH COUNTY, OREGON, OR ANY OTHER POLITICAL SUBDIVISION OF THE STATE OF OREGON, NOR ARE THEY LIABLE
FOR THE PAYMENT THEREOF. THE AUTHORITY HAS NO TAXING POWER.

The Bonds are offered when, as and if issued by the Authority and received by the Underwriters, subject to prior sale and to approval of validity of
the Bonds and certain other legal matters by Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Authority. Certain legal matters will be passed upon
for LHS by its special counsel, Davis Wright Tremaine LLP, Portland, Oregon and Seattle, Washington; for the Authority by its special counsel, Orrick,
Herrington & Sutcliffe LLP, Portland, Oregon; and for the Underwriters by their counsel, Foster Pepper PLLC, Seattle, Washington. Orrick, Herrington
& Sutcliffe LLp, as Disclosure Counsel, will provide certain other legal services for the Authority. It is expected that the Bonds in book-entry form will be
available for delivery to the Bond Trustee for Fast Automated Securities Transfer on behalf of DTC on or about May 21, 2009.
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Merrill Lynch & Co. J.P. Morgan

Dated: May 13, 2009

* For an explanation of the ratings, see “RATINGS” herein.
* Copyright, American Bankers Association. CUSIP data herein are provided by Standard & Poor’s CUSIP Service Bureau, a division of The McGraw-Hill
Companies, Inc. The CUSIP numbers listed above are being provided solely for the convenience of bondholders only and none of the Authority, LHS or
the Underwriters makes any representation with respect to such number or undertake any responsibility for their accuracy. The CUSIP numbers are
subject to being changed after the issuance of the Bonds as a result of various subsequent actions including, but not limited to, a refunding in whole or

in part of the Bonds.



Only the information set forth herein under the captions “THE AUTHORITY” and “ABSENCE OF MATERIAL
LITIGATION” (to the extent the information therein pertains to the Authority) has been furnished or reviewed by the
Authority. The information relating to DTC and the Book-Entry System has been furnished by DTC. Such information is
believed to be reliable but is not guaranteed as to accuracy or completeness and is not to be construed as a representation
by the Authority, LHS and its affiliates or Citigroup Global Markets Inc. (the “Underwriter”). Other information
contained herein has been obtained from LHS and other sources (other than the Authority) that are believed to be reliable.
Such other information is not guaranteed as to accuracy or completeness is not to be relied upon or construed as a promise
or representation by the Authority or the Underwriters.

The Underwriters have provided the following sentence for inclusion in this Official Statement. The
Underwriters have reviewed the information in this Official Statement in accordance with, and as part of, its
responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this transaction,
but the Underwriters do not guarantee the accuracy or completeness of this information.

No dealer, broker, salesperson or other person has been authorized by the Authority, LHS or the Underwriters to
give any information or to make any representation other than those contained herein 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 to sell or the solicitation of an offer to buy, nor shall there be any sale of the Bonds
by any person in any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale. The
information and expressions of opinion herein are subject to change without notice, and neither the delivery of this Official
Statement nor any sale hereunder implies that there has been no change in the matters described herein since the date
hereof. This Official Statement is submitted in connection with the issuance of securities referred to herein and may not
be used, in whole or in part, for any other purpose.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER ALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE BONDS AT A LEVEL
ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF
COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

THE BONDS AND OBLIGATION NO. 7 HAVE NOT BEEN REGISTERED UNDER THE SECURITIES
ACT OF 1933, AS AMENDED, NOR HAS THE BOND INDENTURE OR THE MASTER INDENTURE BEEN
QUALIFIED UNDER THE TRUST INDENTURE ACT OF 1939, AS AMENDED, IN RELIANCE UPON
EXEMPTIONS CONTAINED IN SUCH ACTS. THE REGISTRATION OR QUALIFICATION OF THE BONDS IN
ACCORDANCE WITH APPLICABLE PROVISIONS OF SECURITIES LAWS OF THE STATES IN WHICH THE
BONDS HAVE BEEN REGISTERED OR QUALIFIED AND THE EXEMPTION FROM REGISTRATION OR
QUALIFICATION IN OTHER STATES CANNOT BE REGARDED AS A RECOMMENDATION THEREOF.
NEITHER THESE STATES NOR ANY OF THEIR AGENCIES HAVE PASSED UPON THE MERITS OR THE
ACCURACY OR COMPLETENESS OF THIS OFFICIAL STATEMENT. ANY REPRESENTATION TO THE
CONTRARY MAY BE A CRIMINAL OFFENSE.

CAUTIONARY STATEMENTS REGARDING
PROJECTIONS, ESTIMATES AND OTHER
FORWARD-LOOKING STATEMENTS IN
THIS OFFICIAL STATEMENT

Certain statements included or incorporated by reference in this Official Statement constitute projections or
statements of future events, generally known as forward-looking statements. These statements generally are
identifiable by the terminology used, such as “plan,” “expect,” “estimate,” “budget” or other similar words. These
forward-looking statements include, among others, certain statements contained in the information under the caption
“BONDHOLDERS’ RISKS” in the forepart of this Official Statement and the statements contained under the
caption “MANAGEMENT’S DISCUSSION AND ANALYSIS OF RECENT FINANCIAL PERFORMANCE” in
APPENDIX A — “INFORMATION CONCERNING LEGACY HEALTH SYSTEM.” The achievement of certain
results or other expectations contained in forward-looking statements involve known and unknown risks,
uncertainties and other factors that may cause actual results, performance or achievements described to be materially
different from any future results, performance or achievements expressed or implied by the forward-looking
statements. LHS does not plan to issue any updates or revisions to those forward-looking statements if or when its
expectations or events, conditions or circumstances on which these statements are based occur.
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OFFICIAL STATEMENT

$113,860,000
HOSPITAL FACILITY AUTHORITY
OF CLACKAMAS COUNTY, OREGON
REVENUE BONDS
(LEGACY HEALTH SYSTEM)
SERIES 2009A

INTRODUCTION

This Official Statement, including the cover page and Appendices hereto (the “Official Statement”), is
provided to furnish information with respect to the sale and delivery by the Hospital Facility Authority of Clackamas
County, Oregon (the “Authority”) of its Revenue Bonds (Legacy Health System), Series 2009A, issued in the
aggregate principal amount of $113,860,000 (the “Series A Bonds” or the “Bonds”).

All capitalized terms used in this Official Statement and not otherwise defined herein have the same
meanings as in the Master Indenture or the Bond Indenture, as defined and described below. See APPENDIX C —
“SUMMARY OF PRINCIPAL DOCUMENTS - Definitions.” The descriptions and summaries of various
documents in this Official Statement do not purport to be comprehensive or definitive, and reference is made to each
document for the complete details of its terms and conditions. All statements herein are qualified in their entirety by
reference to each document.

Purpose of the Bonds

The Bonds will be issued pursuant to the Bond Indenture, dated as of May 1, 2009 (the “Bond Indenture”)
between the Authority and Wells Fargo Bank, National Association, as bond trustee (the “Bond Trustee”). The
proceeds of the sale of the Bonds will be loaned by the Authority to Legacy Health System (“LHS”) pursuant to a
Loan Agreement, dated as of May 1, 2009 (the “Loan Agreement”), between the Authority and LHS, for the
purposes of financing a portion of the costs of capital construction, remodeling and renovation, and acquisition and
installation of equipment, for the hospital and medical facilities located in the State of Oregon (the “Project”), to pay
capitalized interest on the Bonds during construction, to fund a debt service reserve fund for the Bonds, and to pay
certain costs of issuance relating to the Bonds. For a further description of the uses of Bond proceeds, see “PLAN
OF FINANCING” and “ESTIMATED SOURCES AND USES OF FUNDS.”

Concurrently with the issuance of the Bonds, the Authority expects to issue its Revenue Bonds (Legacy
Health System), Series 2009B and Series 2009C (the “Series 2009B and 2009C Bonds”), in the aggregate principal
amount of $50,000,000 for the purposes of financing a portion of the costs of the Project. The Series 2009B and
2009C Bonds will be issued under a separate bond indenture providing for the issuance of the Series 2009B and
2009C Bonds as intermediate-term bonds subject to mandatory tender bearing interest in different interest rate
modes. It is anticipated that the Series 2009B and 2009C Bonds will initially be issued as intermediate-term bonds
with mandatory tender dates three to five years after issuance. The Series 2009B and 2009C Bonds will be secured
by an Obligation issued under the Master Indenture (described herein). The issuance of the Bonds is not contingent
upon the issuance of the Series 2009B and 2009C Bonds.

Legacy Health System and the Obligated Group

The System. LHS, an Oregon nonprofit corporation, operates itself and through its affiliates, a system of
health care facilities (collectively referred to as the “System’). LHS is the parent corporation and the sole corporate
member of five Oregon nonprofit corporations: Legacy Emanuel Hospital & Health Center (“Emanuel”), Legacy
Good Samaritan Hospital and Medical Center (“Good Samaritan™), Legacy Meridian Park Hospital (“Meridian
Park”), Legacy Mount Hood Medical Center (“Mount Hood””) and Legacy Visiting Nurse Association (“LVNA”).
LHS also is the sole corporate member of one Washington nonprofit corporation: Legacy Salmon Creek Hospital
(“Salmon Creek”). See APPENDIX A — “INFORMATION CONCERNING LEGACY HEALTH SYSTEM—
ORGANIZATION AND RELATED ENTITIES.”



The Obligated Group. In February of 2009, pursuant to a Joinder Agreement, Emanuel, Good Samaritan,
Meridian Park, Mount Hood and LVNA agreed to become members of the Obligated Group in addition to LHS. In
connection with the issuance of the Bonds, LHS, Emanuel, Good Samaritan, Meridian Park, Mount Hood and
LVNA are entering into an Amended and Restated Master Trust Indenture, dated as of May 1, 2009 (the “Master
Indenture”) with The Bank of New York Mellon Trust Company, N.A., as master trustee (the “Master Trustee”).

LHS, Emanuel, Good Samaritan, Meridian Park, Mount Hood, and LVNA are all Obligated Group
Members (the “Obligated Group”) established under the Master Indenture and liable with respect to Obligations
issued thereunder. Other entities may become members of the Obligated Group (each, a “Member”) in accordance
with the procedures set forth in the Master Indenture. Additionally, in accordance with the Master Indenture,
Members may withdraw from the Obligated Group from time to time. Each Obligated Group Member is jointly and
severally obligated to pay when due the principal of, premium, if any, and interest on each Obligation issued under
the Master Indenture, including Obligation No. 7 (as hereinafter defined), which will evidence and secure the loan of
the proceeds of the Bonds from the Authority to LHS. For more information, see APPENDIX C — “SUMMARY
OF PRINCIPAL DOCUMENTS.”

Under the Master Indenture, LHS, as Credit Group Representative, may designate “Designated Affiliates”
from time to time and rescind any such designation at any time. Designated Affiliates are not obligated to make
payments with respect to Obligation No. 7 or any other Obligations issued under the Master Indenture, but may be
required to pay or otherwise transfer to the Credit Group Representative amounts necessary to enable LHS to pay
when due the principal of and premium, if any, and interest on Outstanding Obligations, subject to certain
limitations with respect to donor-restricted funds held by any Designated Affiliate. Salmon Creek, Emanuel
Medical Center Foundation, Emanuel Children’s Hospital Foundation, Good Samaritan Foundation, Meridian Park
Medical Foundation, Mount Hood Medical Center Foundation and Salmon Creek Hospital Foundation have been
designated by LHS as the initial Designated Affiliates under the Master Indenture.

The consolidated financial statements of the System included in Appendix B include the revenues and
expenses of the Obligated Group Members and Designated Affiliates (collectively, the “Credit Group”) and certain
other organizations that are affiliated with LHS, but are not Credit Group Members. See “SECURITY AND
SOURCE OF PAYMENT FOR THE BONDS — The Master Indenture.”

The Master Indenture and Obligation No. 7. Payments to be made by LHS under the Loan Agreement
related to the Bonds will be secured by Obligation No. 7 (“Obligation No. 7”), which is being issued pursuant to the
Supplemental Master Indenture for Obligation No. 7, dated as of May 1, 2009 (“Supplement No. 7”), between the
Credit Group Representative and the Master Trustee, supplementing the Master Indenture.

At the time the Bonds are issued, there also are other outstanding Obligations under the Master Indenture.
See “INTRODUCTION — Additional Indebtedness and Other Obligations” herein.

Any outstanding Obligations issued pursuant to the Master Indenture, including Obligation No. 7, are the
general obligations of the Obligated Group Members, secured by a security interest in all of the right, title, and
interest, whether now owned or hereafter acquired of each Obligated Group Member, in and to its Gross Revenues
(as described herein under the heading “SECURITY AND SOURCE OF PAYMENT FOR THE BONDS — The
Master Indenture — Grant of Security Interest in Gross Revenues”). No Affiliate (except for the Obligated Group
Members) is or will be obligated to make payments with respect to the Bonds or to pay any outstanding Obligations.
See Appendix C — “SUMMARY OF PRINCIPAL DOCUMENTS—Master Indenture” for a summary of covenants
contained in the Master Indenture.

Security and Source of Payment for the Bonds

The Bonds are limited obligations of the Authority, payable solely from Revenues, which consist primarily
of payments made by LHS under the Loan Agreement (“Loan Repayments”). The Loan Repayments are secured by
payments made by the Obligated Group on Obligation No. 7 and from certain funds held under the Bond Indenture.
LHS will be obligated under the Loan Agreement to make Loan Repayments in amounts sufficient to pay in full all
of the principal of and premium, if any, and interest on the Bonds when due. The payments on Obligation No. 7 are
required to be made at such times and in such amounts as shall be sufficient to pay in full when due (whether at



maturity, upon redemption prior to maturity or upon acceleration) all principal of and premium, if any, and interest
on the Bonds plus other obligations due under the Loan Agreement. The Obligated Group Members receive a credit
on payments due on Obligation No. 7 to the extent of payments made by LHS under the Loan Agreement.

THE AUTHORITY SHALL NOT BE OBLIGATED TO PAY THE PRINCIPAL OF OR INTEREST ON
THE BONDS EXCEPT FROM REVENUES, AND NEITHER THE FAITH AND CREDIT NOR THE TAXING
POWER OF THE STATE OF OREGON, CLACKAMAS COUNTY, OREGON, MULTNOMAH COUNTY,
OREGON, OR ANY OTHER POLITICAL SUBDIVISION OF THE STATE OF OREGON IS PLEDGED TO
THE PAYMENT OF THE PRINCIPAL OF OR INTEREST ON THE BONDS. THE BONDS ARE NOT A DEBT
OF THE STATE OF OREGON, CLACKAMAS COUNTY, OREGON, MULTNOMAH COUNTY, OREGON, OR
ANY OTHER POLITICAL SUBDIVISION OF THE STATE OF OREGON, NOR ARE THEY LIABLE FOR
THE PAYMENT THEREOF. THE AUTHORITY HAS NO TAXING POWER.

Additional Indebtedness and Other Obligations

Other than Obligation No. 7, at the time the Bonds are issued, the following Obligations will be outstanding
under the Master Indenture:

e Obligation No. 1 (“Obligation No. 1”) securing the Authority’s Revenue Bonds, Series 1999 originally
issued in the aggregate principal amount of $99,540,000 (the “Series 1999 Bonds™) and outstanding in
the principal amount of $89,585,000 as of the date of this Official Statement.

e Obligation No. 2 (“Obligation No. 2”) securing the Authority’s Revenue Refunding Bonds, Series
2001 originally issued in the aggregate principal amount of $181,575,000 (the “Series 2001 Bonds”)
and outstanding in the principal amount of $121,120,000 as of the date of this Official Statement.

e  Obligation No. 3 (“Obligation No. 3”) securing the Authority’s Revenue Bonds, Series 2003 originally
issued in the aggregate principal amount of $50,000,000 (the “Series 2003 Bonds”) and outstanding in
the principal amount of $44,300,000 as of the date of this Official Statement.

e Obligation No. 4 (“Obligation No. 4”) securing LHS’s obligations to the financial institution obligated
under a standby bond purchase agreement, dated as of September 1, 2007, as amended, and expiring on
June 4, 2010 or such earlier date as provided for therein, providing for the purchase of tendered and
unremarketed Series 2003 Bonds.

e Obligation No. 5 (“Obligation No. 5”) securing the Authority’s Revenue Bonds, Series 2008A, Series
2008B and Series 2008C originally issued in the aggregate principal amount of $150,000,000 (the
“Series 2008 Bonds”) and outstanding in the principal amount of $150,000,000 as of the date of this
Official Statement.

e Obligation No. 6 (“Obligation No. 6”) securing LHS’s obligations to the financial institution obligated
under a reimbursement agreement, dated as of November 1, 2008 relating to a direct-pay letter of
credit for the Series 2008 Bonds, which expires on November 13, 2011, unless terminated earlier or
extended, as provided for therein.

e Obligation No. 8 (“Obligation No. 8”) securing the Authority’s Series 2009B and 2009C Bonds, which
are expected to be issued in the aggregate principal amount of $50,000,000.

e Obligation No. 9 (“Obligation No. 9”) securing LHS’s obligations to a swap counterparty to hedge
interest rate risks associated with outstanding bond issues.

e Obligation No. 10 (“Obligation No. 10”) securing LHS’s obligations to a swap counterparty to hedge
interest rate risks associated with outstanding bond issues.



e Obligation No. 11 (“Obligation No. 11”) securing LHS’s obligations to a swap counterparty to hedge
interest rate risks associated with outstanding bond issues.

Additional Obligations on a parity with Obligation No. 7 may be issued by the Obligated Group Members
for the purposes, upon the terms and subject to the conditions provided in the Master Indenture. Subject to the
conditions contained therein, the Master Indenture also permits the Obligated Group Members to incur secured and
unsecured indebtedness in addition to Obligation No. 7 and to enter into Guaranties. See “SUMMARY OF
PRINCIPAL DOCUMENTS — Master Indenture — Particular Covenants of Each Member of the Obligated Group —
Limitation on Indebtedness” and “—Against Encumbrances” in APPENDIX C hereto.

Bondholders’ Risks

Payment of the Loan Repayments by LHS and payments with respect to Obligation No. 7 are expected to
be made from revenues to be derived from the operations of the System. Certain risks are inherent in the production
of such revenues. See “BONDHOLDERS’ RISKS” herein for a discussion of these and other risks.

THE AUTHORITY

The Authority is a public authority organized on June 4, 1974, by the Board of Commissioners of
Clackamas County, Oregon, pursuant to Oregon Revised Statutes 441.525 to 441.595 inclusive (the “Act”). The
Bonds will be issued by the Authority pursuant to the provisions of the Act and the Bond Indenture. The Authority,
by virtue of the Constitution and laws of Oregon, particularly the Act, may acquire, construct, extend, furnish
improve, own, mortgage and lease, as lessee or lessor, hospital facilities and parts thereof. The Authority may issue
notes and revenue bonds for the purpose of carrying out its powers. The Authority does not have the power or
authority to levy taxes or to operate a hospital facility.

The Authority shall continue in existence so long as its revenue bonds or other obligations are outstanding
and may be dissolved anytime thereafter according to law. It is governed by a seven member Board of Directors,
with members who are appointed and serve at the pleasure of the Board of Commissioners of Clackamas County,
Oregon (the “County”). One member of the Board of Directors is also a member of the County’s Board of
Commissioners. The Board of Directors currently has five vacancies.

The Project is located within the geographical boundaries of Clackamas County, Oregon and Multnomah
County, Oregon. Pursuant to the Act and Oregon Revised Statutes Section 190.010, the Authority and The Hospital
Facilities Authority of Multnomah County, Oregon (the “Multnomah Authority”) entered into an Intergovernmental
Cooperation Agreement (the “Intergovernmental Agreement”), wherein the Multnomah Authority agrees that the
Authority will be the issuer of the Bonds and the Authority has the power to loan the proceeds of the Bonds to LHS
for the financing of the Project.

THE BONDS

The following is a summary of certain provisions of the Bonds. Reference is made to the Bonds for the
complete text thereof and to the Bond Indenture for all of the provisions relating to the Bonds. The discussion
herein is qualified by such reference.



Description of the Bonds

The Bonds will be dated the date of issuance, will bear interest at the rates set forth on the cover page of this
Official Statement, payable on January 15, 2010, and semiannually thereafter on July 15 and January 15 of each year to
their maturity or earlier redemption, will be subject to the redemption provisions set forth below, and will mature on the
dates and in the amounts set forth on the cover page hereof. The Bonds will be transferable and exchangeable as set forth
in the Bond Indenture and, when issued, will be registered in the name of Cede & Co., as nominee of The Depository
Trust Company, New York, New York (“DTC”). DTC will act as Securities Depository for the Bonds. See “BOOK-
ENTRY SYSTEM.” So long as the Bonds are registered in the name of Cede & Co. or its registered assign, as the
Nominee of the Securities Depository, the Authority and the Bond Trustee shall cooperate with Cede & Co., as sole
registered Bondholder, and its registered assigns in effecting payment of the principal of and redemption premium, if any,
and interest on the Bonds by arranging for payment in such manner that funds for such payments are properly identified
and are made immediately available on the date they are due. So long as any Bond is registered in the name of the
Nominee, all payments with respect to principal or interest with respect to such Bond and all notices with respect to such
Bond shall be made and given, respectively, as provided in the representation letter with the Securities Depository or as
otherwise instructed in writing by the Securities Depository. Thereafter, the principal and premium, if any, on the Bonds
is payable upon presentation for payment and the surrender of the Bonds at the Principal Corporate Trust Office
designated by the Bond Trustee in accordance with the Bond Indenture, and interest on the Bonds is payable by check
mailed by the Bond Trustee on each Interest Payment Date to the Holders thereof as of the Record Date for such Interest
Payment Date as provided in the Bond Indenture; provided that any Holder of $1,000,000 or more in aggregate principal
amount of Bonds may be paid by wire transfer to an account in the United States designated by such owner to the Bond
Trustee in writing prior to the applicable Record Date. Bonds are issuable only in fully registered form in Authorized
Denominations of $5,000 or any integral multiple thereof. For more information as to payment of principal of, premium,
if any, and interest on the Bonds while the Bonds are registered in the name of a Nominee, see “BOOK-ENTRY
SYSTEM.”

Redemption of Bonds

Optional Redemption. The Bonds maturing on July 1, 2029 are subject to optional redemption prior to
maturity, at the request to LHS, in whole or in part on any date, commencing July 15, 2014, at a redemption price equal to
the principal amount of such Bonds called for redemption, plus accrued interest to the redemption date, without premium.
The Bonds other than those Bonds maturing on July 1, 2029, are subject to optional redemption prior to maturity, at the
request to LHS, in whole or in part on any date, commencing July 15, 2019, from such maturity or maturities as are
designated by LHS (or, if not so designated, in inverse order of maturity), from any available funds (including borrowed
funds), at a redemption price equal to the principal amount of the Bonds called for redemption, plus accrued interest to the
redemption date, without premium.

Extraordinary Optional Redemption. The Bonds are subject to extraordinary optional redemption prior to
maturity at the request of LHS, in whole or in part on any date as soon as practicable following receipt by the Bond
Trustee of the proceeds of, and to the extent of, amounts paid in respect of the extraordinary optional redemption of
Obligation No. 7 (or any Obligation substituted therefor) derived from net proceeds of insurance or condemnation awards,
if any portion of the Property, Plant and Equipment of the Obligated Group or of the Designated Affiliates (as defined in
the Master Indenture) (1) shall have sustained loss or damage, or (2) shall have been condemned, or (3) shall have
sustained insured loss of title, in each such case resulting in receipt of net proceeds of insurance or a condemnation award
in an amount greater than or equal to 5% of the aggregate book value of Property, Plant and Equipment of the Obligated
Group or of the Designated Affiliates (as defined in the Master Indenture) at a redemption price equal to 100% of the
principal amount thereof, plus accrued interest to the redemption date.

Mandatory Sinking Fund Redemption. The Bonds maturing July 15, 2029 and July 15, 2035 (the “Term
Bonds”) are subject to mandatory redemption and shall be redeemed on July 15 in the years set forth below, in the amount
of the unsatisfied portion of the Sinking Account Requirement as shown for each year in the following schedule (the
“Sinking Account Requirement”) for such Term Bonds by payment from the Bond Fund of a redemption price of the
principal amount of such Term Bonds called for redemption plus interest accrued to the date fixed for redemption, but
without premium, as follows:



Year (July 15) Sinking Account Requirement

2025 $4,965,000
2026 5,250,000
2027 5,545,000
2028 5,860,000
2029° 6,190,000
i Maturity
Year (July 15) Sinking Account Requirement
2030 $6,540,000
2031 6,910,000
2032 7,300,000
2033 7,715,000
2034 4,585,000
2035" 1,055,000
’ Maturity

Whenever any Term Bonds are purchased, redeemed (other than as described above) or delivered by the
Authority or LHS to the Bond Trustee for cancellation, the principal amount of such Term Bonds so retired shall satisfy
and be credited against the Sinking Account Requirements for Term Bonds as designated by LHS.

Notice of Redemption. Notice of redemption shall be mailed by first-class mail by the Bond Trustee, not less
than thirty (30) days and not more than sixty (60) days prior to the redemption date, to (i) the respective Holders of any
Bonds designated for redemption at their addresses appearing on the bond registration books of the Bond Trustee, and (ii)
the Authority, the Securities Depository and the Information Services. Notice of redemption shall be given by overnight
mail to the Securities Depository and to the Information Services. Each notice of redemption shall state the date of such
notice, the date of issuance, the redemption date, the Redemption Price, the place or places of redemption (including the
name and appropriate address or addresses of the Bond Trustee) the maturity (including CUSIP numbers, if any), and, in
the case of Bonds to be redeemed in part only, the respective portions of the principal amount thereof to be redeemed.
Each such notice shall also state that on said date there will become due and payable on each of said Bonds the
Redemption Price thereof or of said specified portion of the principal amount thereof in the case of a Bond to be redeemed
in part only, together with interest accrued thereon to the redemption date, and that from and after such redemption date
interest thereon shall cease to accrue, and shall require that such Bonds be then surrendered. Each notice shall also state
that redemption is conditioned upon receipt by the Bond Trustee on the date specified for redemption of sufficient funds to
pay the redemption price of the Bonds so redeemed and the availability of such moneys for use by the Bond Trustee to
redeem Bonds, and as applicable, may be otherwise subject to one or more conditions as set forth in such notice.

Any notice of optional redemption under the Bond Indenture may be rescinded by written notice given by LHS
to the Bond Trustee no later than five (5) Business Days prior to the date specified for redemption. The Bond Trustee
shall give notice of such rescission as soon thereafter as practicable to the same parties and in the same manner as the
notice of redemption was given pursuant to the Bond Indenture.

Failure by the Bond Trustee to give notice pursuant to the Bond Indenture to the Authority or any one or more of
the Securities Depository or Information Services, or the insufficiency of any such notice shall not affect the sufficiency of
the proceedings for redemption. Failure by the Bond Trustee to mail notice of redemption (or failure by any such Holder
or Holders to receive said notice) pursuant to the Bond Indenture to any one or more of the respective Holders of any
Bonds designated for redemption shall not affect the sufficiency of the proceedings for redemption with respect to the
Holders to whom such notice was mailed. Notice of redemption of Bonds shall be given by the Bond Trustee, at the
expense of LHS, for and on behalf of the Authority.

Effect of Redemption. If notice of redemption has been given and not rescinded by the Bond Trustee as
described above, and moneys for payment of the Redemption Price of, together with interest accrued to the redemption
date on, the Bonds (or portions thereof) so called for redemption are on deposit with the Bond Trustee, on the redemption
date designated in such notice, the Bonds (or portions thereof) so called for redemption shall become due and payable at
the Redemption Price specified in such notice and interest accrued thereon to the redemption date, interest on the Bonds so



called for redemption shall cease to accrue, said Bonds (or portions thereof) shall cease to be entitled to any benefit or
security under the Bond Indenture, and the Holders of said Bonds shall have no rights in respect thereof except to receive
payment of said Redemption Price and accrued interest. All Bonds redeemed pursuant to the provisions of the Bond
Indenture, if any, shall be canceled upon surrender thereof and delivered to or upon the order of the Authority. If the Bond
Trustee does not have sufficient funds on the redemption date to pay the Redemption Price (including premium, if any,
and interest accrued to the redemption date) of all of the Bonds to be optionally or extraordinarily redeemed for any reason
(including, but not limited to, failure to issue any refunding obligations intended for such purpose on or prior to the date
fixed for redemption), then the optional or extraordinary redemption shall be cancelled and any notice thereof shall be
void, but such event shall not constitute an Event of Default under the Bond Indenture.

In addition, if LHS shall have delivered to the Bond Trustee no later than five (5) Business Days prior to the
Redemption Date set for any Bonds, written notice of its decision to cancel its prior request for redemption, then the
purported optional or extraordinary optional redemption shall be canceled and any prior notice thereof shall be void.

Acceleration. If an Event of Default shall occur (other than as specified in the Bond Indenture), then, and in
each and every such case during the continuance of such Event of Default, the Bond Trustee may, and upon the written
direction of the Holders of more than fifty percent (50%) in aggregate principal amount of the Bonds at the time
Outstanding shall, upon notice in writing to the Authority and LHS, declare the principal of all of the Bonds then
Outstanding, and the interest accrued thereon, to be due and payable immediately, and upon any such declaration the same
shall become and shall be immediately due and payable, anything in the Bond Indenture or in the Bonds to the contrary
notwithstanding.

Any such declaration, however, is subject to the condition that if, at any time after such declaration and before
any final judgment or decree in any suit, action or other proceeding instituted for the payment of the moneys due shall
have been obtained or entered, the Authority or LHS shall deposit with the Bond Trustee a sum sufficient to pay all the
principal or Redemption Price of and installments of interest on the Bonds payment of which is overdue, with interest on
such overdue principal at the rate borne by the respective Bonds, and the reasonable charges and expenses of the Bond
Trustee, and any and all other defaults known to the Bond Trustee (other than in the payment of principal of and interest
on the Bonds due and payable solely by reason or such declaration) shall have been made good or cured to the satisfaction
of the Bond Trustee or provision deemed by the Bond Trustee to be adequate shall have been made therefor, then, and in
every such case, the Holders of not less than a majority in aggregate principal amount of the Bonds then Outstanding, by
written notice to the Authority, LHS and the Bond Trustee, or the Bond Trustee if such declaration was made by the Bond
Trustee, may, on behalf of the Holders of all of the Bonds, rescind and annul such declaration and its consequences and
waive such default; but no such rescission and annulment shall extend to or shall affect any subsequent default, or shall
impair or exhaust any right or power consequent thereon.

Upon the occurrence and during the continuation of an Event of Default, the Bond Trustee may, and upon the
written direction of the Holders of not less than a majority in aggregate principal amount of the Bonds then Outstanding
shall, take whatever action at law or in equity it deems, or such Holders deem, necessary or desirable (i) to collect any
amounts then due under the Bond Indenture, the Bonds, the Loan Agreement or Obligation No. 7, (ii) to enforce
performance of any obligation, agreement or covenant of the Authority under the Bond Indenture or the Bonds or of LHS
under the Loan Agreement, the Tax Agreement or Obligation No. 7, or (iii) to otherwise enforce any of its rights.

In the event that the Master Trustee has accelerated Obligation No. 7 and is pursuing its available remedies
under the Master Indenture, the Bond Trustee, without waiving any Event of Default under the Bond Indenture, agrees not
to pursue its available remedies under the Bond Indenture or the Loan Agreement in a manner that would hinder or
frustrate the pursuit by the Master Trustee of its remedies under the Master Indenture provided that the Bond Trustee may
take any action permitted of an Obligation holder under the Master Indenture.

SECURITY AND SOURCE OF PAYMENT FOR THE BONDS
General

The Bonds are limited obligations of the Authority payable solely from Revenues, which consist primarily
of Loan Repayments made by LHS pursuant to the Loan Agreement. In the Loan Agreement, LHS agrees to make
the Loan Repayments to the Bond Trustee, which payments, in the aggregate, will be in amounts sufficient for the
payment in full of all amounts payable with respect to the Bonds, including the total interest payable on the Bonds to
the date of maturity of such Bonds or earlier redemption, the principal amount of such Bonds, any redemption



premiums, and certain other fees and expenses (the “Additional Payments™), less any amounts available for such
payment as provided in the Bond Indenture. The Bonds are also payable from payments made on Obligation No. 7,
proceeds of the Bonds (to the extent available), investment earnings on proceeds of the Bonds, certain amounts on
deposit under the Bond Indenture, each in the manner and to the extent set forth in the Bond Indenture. The Loan
Agreement provides that the obligation of LHS to make the Loan Repayments is absolute and unconditional. The
Authority will assign to the Bond Trustee, to secure the payment of all Bonds in accordance with their terms, all of
its rights, title and interest in the Loan Agreement (with certain exceptions and reservations) and Obligation No. 7.
See APPENDIX C — “SUMMARY OF PRINCIPAL DOCUMENTS—The Bond Indenture—Pledge and
Assignment; Bond Fund,” “—The Loan Agreement—Loan Repayments” and “—The Loan Agreement—
Obligations Unconditional.”

As security for its obligation to make the Loan Repayments, LHS, as Credit Group Representative,
concurrently with the issuance of the Bonds will issue Obligation No. 7 to the Bond Trustee pursuant to which the
Obligated Group Members agree to make payments to the Bond Trustee in amounts sufficient to pay, when due, the
principal of and premium, if any, and interest on the Bonds. Each Obligated Group Member is jointly and severally
liable for the payment of the Obligations issued under the Master Indenture.

Pursuant to the Bond Indenture, a debt service reserve fund shall be established and held by the Bond
Trustee for the benefit of the Bonds (the “Debt Service Reserve Fund”). At the time of issuance of the Bonds,
$7,923,843 will be deposited into the Debt Service Reserve Fund from proceeds of the Bonds, which amount is
defined as the “Debt Service Reserve Requirement” in the Bond Indenture. See “SUMMARY OF PRINCIPAL
DOCUMENTS—The Bond Indenture—Application of Debt Service Reserve Fund” in Appendix C.

Limited Liability of the Authority

THE AUTHORITY SHALL NOT BE OBLIGATED TO PAY THE PRINCIPAL OF OR INTEREST ON
THE BONDS EXCEPT FROM REVENUES, AND NEITHER THE FAITH AND CREDIT NOR THE TAXING
POWER OF THE STATE OF OREGON, CLACKAMAS COUNTY, OREGON, MULTNOMAH COUNTY,
OREGON, OR ANY OTHER POLITICAL SUBDIVISION OF THE STATE OF OREGON IS PLEDGED TO
THE PAYMENT OF THE PRINCIPAL OF OR INTEREST ON THE BONDS. THE BONDS ARE NOT A DEBT
OF THE STATE OF OREGON, CLACKAMAS COUNTY, OREGON, MULTNOMAH COUNTY, OREGON, OR
ANY OTHER POLITICAL SUBDIVISION OF THE STATE OF OREGON, NOR ARE THEY LIABLE FOR
THE PAYMENT THEREOF. THE AUTHORITY HAS NO TAXING POWER.

The Master Indenture

In connection with the issuance of the Bonds, the Obligated Group Members are entering into the Master
Indenture with the Master Trustee. The Obligated Group Members are liable with respect to Obligations issued
under the Master Indenture. Other entities may become members of the Obligated Group in accordance with the
procedures set forth in the Master Indenture. Each Obligated Group Member is jointly and severally obligated to
pay when due the principal of, premium, if any, and interest on each Obligation issued under the Master Indenture,
including Obligation No. 7, which will evidence and secure the loan of the proceeds of the Bonds from the Authority
to LHS. For more information, see APPENDIX C — “SUMMARY OF PRINCIPAL DOCUMENTS.”

Obligated Group Members. LHS, Emanuel, Meridian Park, Good Samaritan, Mount Hood and LVNA are
the Obligated Group Members under the Master Indenture. Under certain conditions described in the Master
Indenture, additional Members may be added to the Obligated Group from time to time after the issuance of the
Bonds and made jointly and severally liable with respect to Obligation No. 7, and all other Obligations outstanding
under the Master Indenture. Additionally, in accordance with the Master Indenture, Members may withdraw from
the Obligated Group from time to time. See APPENDIX C — “SUMMARY OF PRINCIPAL DOCUMENTS—The
Master Indenture—Membership in the Obligated Group” and “Withdrawal From the Obligated Group.”

Salmon Creek owns and operates a newly constructed acute care hospital located in Clark County
Washington. The hospital opened in August 2005 with 165 licensed beds and was the State of Washington’s first
new hospital construction since 1979. The hospital was financed solely with then-existing cash reserves and
operating cash flow. Salmon Creek is not an Obligated Group Member, although it is a Designated Affiliate (see



“Designated Affiliates” below). Certain conditions in the certificate of need granted by the Washington State
Department of Health for the construction of the Salmon Creek facility could be interpreted as limiting the ability of
LHS to add Salmon Creek to the Obligated Group. In the Master Indenture, LHS has agreed to make a good faith
effort to obtain amendment of those conditions following delivery of the certificate of completion for the Salmon
Creek project. LHS has further agreed that, if the amendment of the certificate of need conditions is obtained or if
LHS otherwise determines that Salmon Creek may be added to the Obligated Group without violating applicable
law, regulation or contract, it will add Salmon Creek to the Obligated Group. The Master Indenture provides that it
is not necessary to satisfy the conditions of the Master Indenture relating to membership in the Obligated Group in
connection with the addition of Salmon Creek. See APPENDIX C - “SUMMARY OF PRINCIPAL
DOCUMENTS—The Master Indenture — Membership in the Obligated Group.” There is no assurance that Salmon
Creek will become an Obligated Group Member.

Designated Affiliates. Under the Master Indenture, LHS, as the Credit Group Representative, may by
resolution designate “Designated Affiliates” from time to time, and may rescind any such designation at any time.
Salmon Creek, Emanuel Medical Center Foundation, Emanuel Children’s Hospital Foundation, Good Samaritan
Foundation, Meridian Park Medical Foundation, Mount Hood Medical Center Foundation and Salmon Creek
Hospital Foundation have been designated by LHS as the initial Designated Affiliates under the Master Indenture.

The Master Indenture provides that LHS, as Credit Group Representative, must, by resolution, designate a
Controlling Member (who must be an Obligated Group Member) for each Designated Affiliate. Each Controlling
Member is required under the Master Indenture to cause each of its Designated Affiliates to pay or otherwise
transfer to the Credit Group Representative or other Member amounts necessary to enable the Members to pay when
due the principal of, premium, if any, and interest on any Outstanding Master Indenture Obligations. Designated
Affiliates are not obligated under Obligation No. 7 or any other Master Indenture Obligations, nor may the Bond
Trustee or any Holder seek to enforce compliance with the Master Indenture against any Designated Affiliate.
Compliance with the Master Indenture by a Designated Affiliate may only be enforced by its Controlling Member or
the Credit Group Representative, and the ability of such Controlling Member or the Credit Group Representative to
enforce compliance with the Master Indenture will vary and the available remedies may be limited depending on the
nature of the relationship between the Designated Affiliate and the Controlling Member.

Under the Master Indenture, the Controlling Member for a Designated Affiliate must either: (i) maintain,
directly or indirectly, control of the Designated Affiliate, including the power to direct the management, policies,
disposition of assets and actions of such Designated Affiliate to the extent required to cause the Designated Affiliate
to comply with the Master Indenture, or (ii) have in effect such contracts or other agreements, which in the judgment
of the Governing Bodies of the Credit Group Representative and the Controlling Member, are sufficient to allow
such Controlling Member to enforce compliance by the Designated Affiliate with the terms of the Master Indenture.

If the Controlling Member maintains organizational control of the Designated Affiliate (as is the case for
each of the initial Designated Affiliates), compliance with the Master Indenture generally may be enforced by the
Controlling Member exercising its reserved powers to direct actions of the Designated Affiliate, including replacing
the members of the governing body of such Designated Affiliate, if necessary. The level of organizational control
and the procedures for exercising such control may vary among Designated Affiliates and there is no assurance that
a Controlling Member would be able to enforce compliance by its Designated Affiliate in a timely manner.

With respect to those Designated Affiliates who are not subject to organizational control but have only a
contractual relationship with a Controlling Member, the ability of the Controlling Member to enforce compliance
with the Master Indenture will be based solely on the applicable contract. Should any such non-controlled
Designated Affiliate refuse to comply with the covenants and requirements of the Master Indenture, the Controlling
Member’s remedies would be limited to litigation to specifically enforce the provisions of the applicable written
contract. In particular, the execution of a written contract may not give the Obligated Group the power or authority
to replace the governing body or management of a Designated Affiliate. Moreover, the Designated Affiliate may
have certain defenses to such litigation, and there is no assurance that the Controlling Member would prevail in such
an action.

The Master Indenture provides that after an entity is designated as a Designated Affiliate, the Credit Group
Representative may at any time declare that such entity is no longer a Designated Affiliate. Accordingly, there can



be no assurance that an entity designated as a Designated Affiliate will continue to be a Designated Affiliate for the
term of Obligation No. 7.

Covenant Against Liens. Pursuant to the Master Indenture, each Obligated Group Member agrees that it
will not, and each Controlling Member covenants that it will not permit any of its Designated Affiliates to, create,
assume or suffer to be created or permit the existence of any Lien upon any of its Property, except for Permitted
Liens. See the definition of “Permitted Liens” in APPENDIX C — “SUMMARY OF PRINCIPAL DOCUMENTS—
Definitions” and “—The Master Indenture—Particular Covenants of Each Member of the Obligated Group—
Against Encumbrances.”

Grant of Security Interest in Gross Revenues. Pursuant to the Master Indenture, the Obligated Group
Members each agreed to pledge and assign to the Master Trustee, for the benefit of the Holders of Obligations,
subject in all cases to Permitted Liens, a security interest in, all of its right, title, and interest, whether now owned or
hereafter acquired, in and to (i) the Gross Revenues of that Obligated Group Member, and (ii) the proceeds thereof.
The security interest in Gross Revenues described above has been perfected to the extent, and only to the extent, that
such security interest may be perfected under the Uniform Commercial Code of the State of Oregon (“UCC”) by
filing and maintenance of UCC financing statements. The Obligated Group Members are not required to enter into
any deposit account control agreements with respect to the Gross Revenues, which are generally required to perfect
security interests in deposit accounts under the UCC. See “Security and Enforceability — Perfection of Security
Interest” below.

Additional Indebtedness. Indebtedness in addition to the Bonds may be incurred by Obligated Group
Members and secured on a parity with Master Indenture Obligations issued under the Master Indenture for the
purposes, upon the terms and subject to the conditions provided in the Master Indenture. Each Master Indenture
Obligation will be the full and unlimited obligation of the issuing Member and each Member will be jointly and
severally obligated for the payment of any and all amounts payable under the Master Indenture Obligation. Subject
to the conditions therein, the Master Indenture also permits Obligated Group Members to incur secured and
unsecured indebtedness in addition to Master Indenture Obligations and to enter into Guarantees. See APPENDIX
C — “SUMMARY OF PRINCIPAL DOCUMENTS” and “— The Master Indenture — Particular Covenants of Each
Member of the Obligated Group.”

Obligations. Under the Master Indenture, the Obligated Group Members are authorized (with the approval
of LHS, as Credit Group Representative) to incur, pursuant to a supplement to the Master Indenture, for itself and on
behalf of the other Obligated Group Members, Obligations to evidence or secure Indebtedness (or other obligations
of a Member not constituting Indebtedness). The Obligated Group Members are jointly and severally liable with
respect to the payment of each Obligation, including Obligation No. 7, incurred under the Master Indenture. LHS
has issued Obligation No. 7 under the Master Indenture to evidence its obligation to make loan repayments under the
Loan Agreement.

Other Obligations under the Master Indenture. LHS has previously issued its Obligation No. 1 to secure
the obligations of LHS with respect to the Series 1999 Bonds. LHS has previously issued its Obligation No. 2 to
secure the obligations of LHS with respect to the Series 2001 Bonds. LHS has previously issued its Obligation No.
3 to secure the obligations of LHS with respect to the Series 2003 Bonds. LHS has previously issued its Obligation
No. 4 to secure the obligations of LHS with respect to a standby bond purchase agreement related to the Series 2003
Bonds. LHS has previously issued its Obligation No. 5 to secure the obligations of LHS with respect to the Series
2008 Bonds. LHS has previously issued its Obligation No. 6 to secure the obligations of LHS with respect to the
letter of credit related to the Series 2008 Bonds. Upon issuance of the Bonds, Obligation No. 7 will be delivered to
the Bond Trustee, as assignee of the Authority, as further security for the Bonds. Payments on Obligation No. 7 are
required to be sufficient to pay the principal of and premium, if any, and interest on the Bonds when due and certain
other payment obligations under the Loan Agreement. Upon the issuance of the Series 2009B and 2009C Bonds,
Obligation No. 8 will be delivered to the Bond Trustee, as assignee of the Authority, as further security for the
Series 2009B and 2009C Bonds. In addition, the Obligated Group has issued Obligations No. 9, No. 10, and No. 11
to certain swap providers to provide security for LHS’s outstanding interest rate swap agreements.
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Security and Enforceability

Perfection of a Security Interest. Each Obligated Group Member has granted a security interest in all of
the Gross Revenues of the Obligated Group and has agreed to perfect the grant of a security interest in the Gross
Revenues to the extent, and only to the extent, that such security interest may be perfected by filing under the UCC.
The Obligated Group Members have not entered into any deposit account control agreements with respect to the
Gross Revenues, which are generally required to perfect security interests in deposit accounts under the UCC.
Accordingly, the security interest in certain Gross Revenues may not be effective against third parties with perfected
security interests. Additionally, it may not be possible to perfect a security interest under the UCC in certain types
of Gross Revenues (e.g., certain insurance proceeds and payments under the Medicare and Medicaid programs) prior
to actual receipt by any Member. Even if perfected, the grant of a security interest in Gross Revenues may be
subordinate to the interest and claims of others in several instances. Some examples of cases of subordination of
prior interests and claims are (i) statutory liens, (ii) rights arising in favor of the United States of America or any
agency thereof, (iii) present or future prohibitions against assignment in any federal statutes or regulations, (iv)
constructive trusts, equitable liens or other rights imposed or conferred by any state or federal court in the exercise
of its equitable jurisdiction, (v) federal or state bankruptcy laws that may affect the enforceability of the Master
Indenture or grant of a security interest in Gross Revenues, and (vi) liens on investments and investment accounts
constituting Gross Revenues in favor of secured parties who have entered into control agreements with respect to
such investments and investment accounts.

Enforceability of the Master Indenture, the Loan Agreement and Obligation No. 7. The state of the
insolvency, fraudulent conveyance and bankruptcy laws relating to enforceability of guaranties or obligations issued
by one corporation in favor of the creditors of another or the obligations of an Obligated Group Member to make
debt service payments on behalf of another Member is unsettled and the ability to enforce the Master Indenture and
Obligation No. 7 against any Member which would be rendered insolvent thereby could be subject to challenge. In
particular, such obligations may be voidable under the Federal Bankruptcy Code or applicable state fraudulent
conveyance laws if the obligation is incurred without “reasonably equivalent value” to the obligor and if the
incurrence of the obligation is made while the Member is insolvent or thereby renders the Member insolvent, or was
done with the intent to defraud, hinder or delay creditors. The standards for determining the fairness of
consideration and the manner of determining insolvency are not clear and may vary under the Federal Bankruptcy
Code, state fraudulent conveyance statutes and applicable cases.

The joint and several obligation described herein of each Obligated Group Member to pay debt service on
Obligation No. 7 may not be enforceable under any of the following circumstances:

(1 to the extent payments on Obligation No. 7 are requested to be made from assets of a Member
other than LHS which are donor-restricted or which are subject to a direct, express or charitable trust that does not
permit the use of such assets for such payments;

2) if the purpose of the debt created and evidenced by Obligation No. 7, is not consistent with the
charitable purposes of the Member (other than LHS) from which such payment is requested or required, or if the
debt was incurred or issued for the benefit of an entity other than a nonprofit corporation that is exempt from federal
income taxes under Sections 501(a) and 501(c)(3) of the Code and is not a “private foundation” as defined in
Section 509(a) of the Code;

3) to the extent payments on Obligation No. 7 would result in the cessation or discontinuation of any
material portion of the health care or related services previously provided by such Member (other than LHS); or

4) if and to the extent payments are requested to be made pursuant to any loan violating applicable
usury laws.

These limitations on the enforceability of the joint and several obligations of the Obligated Group Members
on Obligation No. 7 also apply to their obligations on all Obligations. If the obligation of a particular Obligated
Group Member to make payment on an Obligation is not enforceable and payment is not made on such Obligation
when due in full, then Events of Default will arise under the Master Indenture.
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In addition, common law authority and authority under state statutes exists for the ability of courts in such
states to terminate the existence of a nonprofit corporation or undertake supervision of its affairs on various grounds,
including a finding that such corporation has insufficient assets to carry out its stated charitable purposes. Such
court action may arise on the court’s own motion or pursuant to a petition of the attorney general of such state or
such other persons who have interests different from those of the general public, pursuant to the common law and
statutory power to enforce charitable trusts and to see to the application of their funds to their intended charitable
uses.

The legal right and practical ability of the Bond Trustee to enforce its rights and remedies against LHS
under the Loan Agreement and related documents and of the Master Trustee to enforce its rights and remedies
against the Obligated Group Members under Obligation No. 7 may be limited by laws relating to bankruptcy,
insolvency, reorganization, fraudulent conveyance or moratorium and by other similar laws affecting creditors’
rights. In addition, the Bond Trustee’s and the Master Trustee’s ability to enforce such terms will depend upon the
exercise of various remedies specified by such documents which may in many instances require judicial actions that
are often subject to discretion and delay or that otherwise may not be readily available or may be limited.

The various legal opinions delivered concurrently with the issuance of the Bonds are qualified as to the
enforceability of the various legal instruments by limitations imposed by state and federal laws, rulings, policy and
decisions affecting remedies and by bankruptcy, reorganization or other laws of general application affecting the
enforcement of creditors’ rights or the enforceability of certain remedies or document provisions.

For a further description of the provisions of the Bond Indenture, the Loan Agreement and the Master
Indenture, including covenants that secure the Bonds, events of default, acceleration and remedies under the Master
Indenture, see APPENDIX C — “SUMMARY OF PRINCIPAL DOCUMENTS.”

Security for Obligations. All Master Indenture Obligations issued and Outstanding under the Master
Indenture are equally and ratably secured by the Master Indenture except to the extent specifically provided
otherwise in the Master Indenture. Any one or more series of Master Indenture Obligations issued under the Master
Indenture may, so long as any Liens created in connection therewith constitute Permitted Liens, be secured by
security (including, without limitation, letters or lines of credit, insurance, Liens on Property of the Members or
Designated Affiliates, or security interests in a depreciation reserve, debt service or interest reserve or debt service
or similar funds). Such security need not extend to any other Indebtedness (including any other Master Indenture
Obligations or series of Master Indenture Obligations). Consequently, the Related Supplement pursuant to which
any one or more series of Master Indenture Obligations is issued may provide for such supplements or amendments
to the provisions of the Master Indenture, as are necessary to provide for such security and to permit realization
upon such security solely for the benefit of the Master Indenture Obligations entitled thereto.

Bankruptcy. In the event of bankruptcy of an Obligated Group Member, the rights and remedies of the
Bondholders are subject to various provisions of the Federal Bankruptcy Code. If an Obligated Group Member
were to file a petition in bankruptcy, payments made by that Obligated Group Member during the 90 day (or perhaps
one-year) period immediately preceding the filing of such petition may be avoidable as preferential transfers to the
extent such payments allow the recipients thereof to receive more than they would have received in the event of such
Obligated Group Member’s liquidation. Security interests and other liens granted to a Bond Trustee or the Master
Trustee and perfected during such preference period also may be avoided as preferential transfers to the extent such
security interest or other lien secures obligations that arose prior to the date of such perfection. Such a bankruptcy
filing would operate as an automatic stay of the commencement or continuation of any judicial or other proceeding
against the Obligated Group Member and its property and as an automatic stay of any act or proceeding to enforce a
lien upon or to otherwise exercise control over its property, as well as various other actions to enforce, maintain or
enhance the rights of the Bond Trustee and the Master Trustee. If the bankruptcy court so ordered, the property of
the Obligated Group Member, including accounts receivable and proceeds thereof, could be used for the financial
rehabilitation of such Obligated Group Member despite any security interest of the Bond Trustee therein. The rights
of the Bond Trustee and the Master Trustee to enforce their respective security interests and other liens could be
delayed during the pendency of the rehabilitation proceeding.
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Such Obligated Group Member could file a plan for the adjustment of its debts in any such proceeding,
which plan could include provisions modifying or altering the rights of creditors generally or any class of them,
secured or unsecured. The plan, when confirmed by a court, binds all creditors who had notice or knowledge of the
plan and, with certain exceptions, discharges all claims against the debtor to the extent provided for in the plan. No
plan may be confirmed unless certain conditions are met, among which are conditions that the plan be feasible and
that it shall have been accepted by each class of claims impaired thereunder. Each class of claims has accepted the
plan if at least two-thirds in dollar amount and more than one-half in number of the class cast votes in its favor.
Even if the plan is not so accepted, it may be confirmed if the court finds that the plan is fair and equitable with
respect to each class of non-accepting creditors impaired thereunder and does not discriminate unfairly.

In the event of bankruptcy of any Member, there is no assurance that certain covenants, including tax
covenants, contained in the Loan Agreement and certain other documents would survive. Accordingly, a
bankruptcy trustee could take action that would adversely affect the exclusion of interest on the Bonds from gross
income of the Bondholders for federal income tax purposes.

BOOK-ENTRY SYSTEM

Information concerning DTC and the Book-Entry System has been obtained from DTC and is not
guaranteed as to accuracy or completeness by, and is not to be construed as a representation by, the Authority, the
Underwriters, the Bond Trustee, LHS or any other Obligated Group Member. Neither the information on DTC’s
website, nor any links from that website, is a part of this Official Statement, and such information cannot be relied
upon to be accurate as of the date of this Official Statement, nor should any such information be relied upon to make
investment decisions regarding the Bonds.

Bonds in Book-Entry Form

Beneficial ownership in the Bonds will be available to Beneficial Owners (as described below) only be or
through DTC Participants via a book-entry system (the “Book-Entry System”) maintained by DTC. If the Bonds are
taken out of the Book-Entry System and delivered to owners in physical form or delivered to a successor Securities
Depository, as contemplated hereinafter under “DTC and Its Participants,” the following discussion will not apply.

DTC and Its Participants

DTC, New York, New York, will act as securities depository for the Bonds. The 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 bond certificate will be issued for
each maturity of the Bonds, in the aggregate principal amount of such Bonds, and will be deposited with DTC.

DTC, the world’s largest securities 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 3.5 million issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues, and money market instruments (from over 100 countries) that DTC’s
participants (“Direct Participants”) deposit with DTC. DTC also facilitates the 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 is the holding company for DTC, National Securities
Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC
is owned by the users of its regulated subsidiaries. Access to the DTC system is also available to others such as both
U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations 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
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file with the Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com
and www.dtc.org.

Purchases of the Bonds under the DTC system must be made by or through Direct Participants, which will
receive a credit for the Bonds on DTC’s records. The ownership interest of each actual purchaser of each Bond
(“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. Beneficial Owners are, however, 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 Bonds are to be accomplished by entries made on the books of Direct or Indirect
Participants acting on behalf of Beneficial Owners. BENEFICIAL OWNERS WILL NOT RECEIVE
CERTIFICATES REPRESENTING THEIR OWNERSHIP INTERESTS IN THE BONDS, EXCEPT IN THE
EVENT THAT USE OF THE BOOK-ENTRY SYSTEM FOR THE BONDS IS DISCONTINUED.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in the
name of DTC’s partnership nominee, Cede & Co., or such other name as requested by an authorized representative
of DTC. The deposit of the Bonds with DTC and their registration in the name of Cede & Co. or such other DTC
nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners
of the Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts such 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 Bonds may wish to take certain steps to augment the transmission to them of notices of
significant events with respect to the Bonds, such as redemptions, tenders, defaults and proposed amendments to the
Bond documents. For example, Beneficial Owners of Bonds may wish to ascertain that the nominee holding the
Bonds for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial
Owners may wish to provide their names and addresses to the registrar and request that copies of the notices be
provided directly to them. THE AUTHORITY, LHS AND THE BOND TRUSTEE WILL NOT HAVE ANY
RESPONSIBILITY OR OBLIGATION TO SUCH DIRECT OR INDIRECT PARTICIPANTS OR THE PERSONS
FOR WHOM THEY ACT AS NOMINEES WITH RESPECT TO THE BONDS.

Redemption notices shall be sent to DTC. If less than all of the Bonds are being redeemed, DTC’s practice
is to determine by lot the amount of the interest of each Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to the Bonds
unless authorized by a Direct Participant in accordance with DTC’s Procedures. Under its usual procedures, DTC
mails an Omnibus Proxy to the Bond Trustee 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 Bonds are credited on
the record date (identified in a listing attached to the Omnibus Proxy).

Redemption proceeds, distributions, and payments on the 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 Bond Trustee on
payment dates 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 (nor its nominee), the Bond Trustee, LHS or the Authority, subject to any statutory
or regulatory requirements as may be in effect from time to time. Payment of redemption proceeds, distributions
and payments on the Bonds to Cede & Co. (or such other nominee as may be requested by an authorized
representative of DTC) is the responsibility of the Bond Trustee. Disbursement of such payments to Direct
Participants is the responsibility of DTC, and disbursement of such payments to the Beneficial Owners is the
responsibility of Direct and Indirect Participants.
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DTC may discontinue providing its services as depository with respect to any Bonds at any time by giving
reasonable notice to the Authority and the Bond Trustee. Under such circumstances, in the event that a successor
Securities Depository is not obtained, Bond certificates are required to be printed and delivered as described in the
Bond Indenture.

The Authority may decide to discontinue use of the system of book-entry transfers of Bonds through DTC
(or a successor securities depository). In that event, Bond certificates will be printed and delivered as described in
the Bond Indenture.

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.

Use of Certain Terms in Other Sections of the Official Statement

In reviewing this Official Statement it should be understood that while the Bonds are in the Book-Entry
System, reference in other sections of this Official Statement to owners of such Bonds should be read to include any
person from whom a Participant acquires an interest in Bonds, but (i) all rights of ownership, as described herein,
must be exercised through DTC and the Book-Entry System and (ii) notices that are to be given to registered owners
by the Bond Trustee will be given only to DTC. DTC is required to forward (or cause to be forwarded) the notices
to the Participants by its usual procedures so that such Participants may forward (or cause to be forwarded) such
notices to the Beneficial Owners.

PLAN OF FINANCING

The proceeds of the sale of the Bonds will be used to finance a portion of the costs of the Project. See
APPENDIX A — INFORMATION CONCERNING LEGACY HEALTH SYSTEM—ANTICIPATED CAPITAL
PROJECTS” for additional information concerning the Project and other anticipated capital projects of the Credit
Group.

Concurrently with the issuance of the Bonds, the Authority expects to issue its Series 2009B and 2009C

Bonds, for the purposes of financing a portion of the costs of the Project. The issuance of the Bonds is not
contingent upon the issuance of the Series 2009B and 2009C Bonds.
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ESTIMATED SOURCES AND USES OF FUNDS
The estimated sources and uses of funds of the Bonds are as follows:

Estimated Sources of Funds

Bond Proceeds:

Par Amount of the Bonds $113,860,000
Original Issue Discount (1,484,273)
Total Sources of Funds $112,375,727

Estimated Uses of Funds
Project Fund Deposits:

Project Fund $91,450,170
Other Fund Deposits:

Capitalized Interest 11,284,425

Debt Service Reserve Fund 7,923,843
Delivery Date Expenses:

Cost of Issuance 1,717,289

Total Uses of Funds $112,375,727

Dncludes legal fees, printing costs, Underwriters’ discount, the Bond Trustee’s fees and other miscellaneous
issuance costs.

DEBT SERVICE REQUIREMENTS

The amounts required in each fiscal year ending March 31 for the payment of the principal of (at maturity
or by mandatory sinking fund redemption) and interest on the Series 1999 Bonds, the Series 2001 Bonds, the Series
2003 Bonds, the Series 2008 Bonds, the Series 2009B and 2009C Bonds, certain other obligations of LHS and the
Bonds are as follows:
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Other Long-

Outstanding Term Principal of Interest on the  Series 2009B and
Year Bonds®V® Indebtedness the Bonds Bonds 2009C Bonds Total Debt Service
3/31/2010 $30,384,572 $1,716,000 $ 0 $3,688,986 $1,625,000 $37,414,558
3/31/2011 30,406,055 1,716,000 2,600,000 5,636,363 2,500,000 42,858,418
3/31/2012 30,372,421 1,482,000 2,680,000 5,557,163 2,500,000 42,591,584
3/31/2013 30,810,872 1,404,000 2,760,000 5,475,563 2,500,000 42,950,435
3/31/2014 30,337,663 1,404,000 2,850,000 5,384,288 2,500,000 42,475,951
3/31/2015 29,584,936 1,404,000 2,960,000 5,275,213 2,500,000 41,724,149
3/31/2016 29,572,493 585,000 3,080,000 5,154,413 2,500,000 40,891,906
3/31/2017 29,593,578 3,210,000 5,028,613 2,500,000 40,332,191
3/31/2018 29,568,042 3,345,000 4,893,331 2,500,000 40,306,373
3/31/2019 19,540,473 3,490,000 4,743,725 2,500,000 30,274,198
3/31/2020 29,723,984 3,660,000 4,576,688 2,500,000 40,460,672
3/31/2021 29,630,228 3,845,000 4,392,050 2,500,000 40,367,278
3/31/2022 29,654,146 4,040,000 4,194,925 2,500,000 40,389,071
3/31/2023 12,797,868 4,250,000 3,987,675 2,500,000 23,535,543
3/31/2024 12,807,037 4,470,000 3,766,881 2,500,000 23,543,918
3/31/2025 12,818,304 4,705,000 3,528,831 2,500,000 23,552,135
3/31/2026 12,827,967 4,965,000 3,268,788 2,500,000 23,561,755
3/31/2027 12,836,561 5,250,000 2,987,875 2,500,000 23,574,436
3/31/2028 12,851,458 5,545,000 2,691,013 2,500,000 23,587,471
3/31/2029 12,862,866 5,860,000 2,377,375 2,500,000 23,600,241
3/31/2030 12,871,993 6,190,000 2,046,000 2,500,000 23,607,993
3/31/2031 12,888,480 6,540,000 1,695,925 2,500,000 23,624,405
3/31/2032 12,899,462 6,910,000 1,326,050 2,500,000 23,635,512
3/31/2033 12,908,195 7,300,000 935,275 2,500,000 23,643,470
3/31/2034 12,924,328 7,715,000 522,363 2,500,000 23,661,691
3/31/2035 12,937,729 4,585,000 184,113 5,966,125 23,672,967
3/31/2036 12,950,020 1,055,000 29,013 9,654,250 23,688,283
3/31/2037 12,965,644 10,735,875 23,701,519
3/31/2038 12,979,658 10,733,625 23,713,283
3/31/2039 10,732,750 10,732,750
3/31/2040 10,736,875 10,736,875
TOTAL® $585,307, 033 $9,711,000 $113,860,000 $93,348,492 $120,184,500 $922,411,025

(1) Assumes that interest is payable on variable rate bonds at a rate of 2.47%, which represents the 10-year average of the
Securities Industry and Financial markets Association (“SIFMA”) tax-exempt weekly variable rate index. The highest weekly
interest rate during this period was 7.96% and the lowest interest rate during this period was .46%
(2) Includes mandatory sinking fund redemption.
(3) Totals may not foot due to rounding.
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BONDHOLDERS’ RISKS

The purchase of the Bonds involves certain investment risks that are discussed throughout this Official
Statement. Prospective purchasers of the Bonds should make an independent evaluation of all of the information
presented in this Official Statement in order to make an informed investment decision. Certain of these risks are
described below. The discussion of risk factors is not meant to be definitive or exhaustive.

General

Except as noted herein under “SECURITY AND SOURCE OF PAYMENT FOR THE BONDS,” the
Bonds are payable from and secured by payments made pursuant to the Loan Agreement and payments made
pursuant to Obligation No. 7. No representation or assurance can be made that revenues will be realized by LHS or
other Members of the Obligated Group in amounts sufficient to make the payments on Obligation No. 7 and, thus, to
pay the principal of and interest on the Bonds.

The Obligated Group is subject to a wide variety of federal and state regulatory actions and legislative and
policy changes by those governmental and private agencies that administer Medicare, Medicaid and other payors
and are subject to actions by, among others, The Joint Commission, the Centers for Medicare and Medicaid Services
(“CMS”) of the U.S. Department of Health and Human Services (“DHHS”), the Attorney General of the State of
Oregon, the National Labor Relations Board and other federal, state and local government agencies. The future
financial condition of the Obligated Group could be adversely affected by, among other things, changes in the
method and amount of payments to the Obligated Group by governmental and nongovernmental payors, the
financial viability of these payors, increased competition from other health care entities, the costs associated with
responding to governmental inquiries and investigations, demand for health care, other forms of care or treatment,
changes in the methods by which employers purchase health care for employees, capability of management, changes
in the structure of how health care is delivered and paid for (e.g., a “single-payor” system), future changes in the
economy, demographic changes, availability of physicians, nurses and other healthcare professionals, and
malpractice claims and other litigation. These factors and others may adversely affect payment by LHS and the
Obligated Group under the Loan Agreement and Obligation No. 7 and, consequently, on the Bonds. In addition, the
tax-exempt status of each Obligated Group Member and, therefore, of the Bonds, could be adversely affected by,
among other things, an adverse determination by a governmental entity, non compliance with governmental
regulations or legislative changes.

Impact of Disruptions in the Credit Markets and General Economic Factors

The current domestic and international financial crisis has had, and is expected to continue to have,
negative repercussions upon the national and global economies, including a scarcity of credit, lack of confidence in
the financial sector, extreme volatility in the financial markets, increase in interest rates, reduced business activity,
increased consumer bankruptcies and increased business failures and bankruptcies. In response, President Bush
signed the Emergency Economic Stabilization Act of 2008 on October 3, 2008 that authorizes the U.S. Treasury to
purchase up to $700 billion of mortgage—backed debt and other securities from financial institutions and take other
actions for the purpose of stabilizing the financial markets. Further, President Obama signed the new
administration’s first major initiative to stimulate the lagging U.S. economy on February 17, 2009, the American
Recovery and Reinvestment Act of 2009, more commonly known as the Stimulus Act. The Federal Reserve Board
and other agencies of the federal government and foreign governments have taken various actions that are designed
to enhance liquidity, improve the performance and efficiency of credit markets and generally stabilize securities
markets. There can be no assurance that these actions will be effective.

The financial crisis has had a particularly acute impact upon the financial sector in recent months, and has
caused many banks and other financial institutions to seek additional capital, to merge, and in some cases, to fail.
Additionally, substantial amounts have been withdrawn from tax-exempt money market funds. A continued
weakening of the economy could have a negative impact upon LHS, and could impair the ability of LHS to pay the
principal of, interest on, and Redemption Price of the Bonds.
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The financial crisis has also had a material adverse impact on many commercial insurers. A continuation
of the financial crisis could have an adverse effect on the commercial insurers from which LHS obtains insurance
and reinsurance, and could adversely impact both the cost and availability of insurance and reinsurance.

LHS has significant holdings in a diversified portfolio of investments. Market fluctuations have affected
and will continue to affect materially the value of those investments and those fluctuations may be and historically
have been material. The market disruption has exacerbated the market fluctuations and has negatively affected the
investment performance of securities in LHS’s portfolio. The reduction in investment income may have a negative
impact on LHS’s ability to provide its own liquidity for variable rate debt. Investment income (including both
realized and unrealized gains on investments) has contributed significantly to LHS’s financial results over recent
years. Current market conditions have significantly reduced LHS’s investment income and had a negative impact on
LHS’s financial results. For the nine months ending December 31, 2008, the System recognized investment losses
totaling approximately $92.5 million. In addition, many of LHS’s investments have liquidity restrictions, including
notice or capital call provisions. LHS also has cash deposits in excess of Federal Deposit Insurance Corporation
(“FDIC”) limits for deposit insurance, which guarantees deposits in member banks, currently up to $250,000 per
depositor per bank. Any bank failure could have an adverse impact upon deposits of institutions in excess of FDIC
insurance limits.

LHS has entered into multiple interest rate swap agreements (the “Swaps”) with an aggregate notional
amount of approximately $239,000,000 and may enter into more in the future. The Swaps are subject to periodic
“mark-to-market” valuations and at any time may have a negative value to LHS. The market disruption has also
exacerbated the fluctuations in the valuation of the Swaps. A Swaps counterparty may terminate a Swap upon the
occurrence of certain “termination events” or “events of default.” LHS may terminate any Swap at any time. If
either a counterparty to a Swap or LHS terminates any of the Swaps during a negative value situation, LHS may be
required to make a termination payment to such Swaps counterparty, and such payment could be material. Pursuant
to the Swaps, each counterparty will be obligated to make payments to LHS, which payments may be more or less
than the variable rates that LHS is required to pay with respect to a comparable principal amount of the related
indebtedness. No determination can be made at this time as to the potential exposure to LHS relating to the
difference in variable rate payments. The existing Swaps are secured under the Master Indenture, and LHS and
Obligated Group Members may enter into interest rate swap agreements and other financial product and hedge
devices that may be secured under the Master Indenture in the future. The Swaps may require the posting of
collateral under certain circumstances. The Swaps and other investment contracts are subject to counterparty risk.

For many years, health care providers have been under increasing economic pressure from various third-
party payors, both governmental (particularly Medicare and Medicaid) and private (e.g., instituted health
maintenance organizations). These third-party payors have limited the payment rates for hospital stays and
procedures creating incentives that reduce hospital inpatient utilization and increase the use of outpatient services
and out-of-hospital care. Shifts in third-party payor policies and the need for providers to adapt to changing and
complex payment arrangements have had and will continue to have a significant impact upon the economic
performance of LHS. The financial condition of LHS is also threatened by particular pressures resulting from the
current economic crisis, including risks of: increased inflation; increased pressure on the federal government to
decrease Medicare funding, on the federal and state governments to decrease Medicaid funding and on employers to
reduce healthcare coverage and increase deductibles; increased unemployment, uncompensated care and bad debt;
and decrease in return on investments.

These and other risks may adversely affect LHS and the Members of the Obligated Group and jeopardize
their ability to generate revenues and make Loan Repayments and the Obligated Group’s ability to make payments
under the Obligations when due. There can be no assurance that the financial condition of LHS and/or the
utilization of LHS’s or any Member’s facilities will not be adversely affected by any of these circumstances.
Wherever in this discussion of risks reference is made to the LHS, the risks described may also be applicable to
future Members of the Obligated Group.

Other Significant Risk Areas Summarized
Certain of the primary risks associated with the operations of the Obligated Group are briefly summarized

in general terms below and are explained in greater detail in subsequent sections. The occurrence of one or more of
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these risks could have a negative impact on the financial conditions and results of operations of the Obligated Group
and, in turn, the ability of LHS and the Obligated Group to make payments under the Loan Agreement and
Obligation No. 7.

Reliance on Medicare and Medicaid. Inpatient hospitals rely to a high degree on payment from the federal
Medicare and Medicaid programs. Health care providers have been and will continue to be significantly impacted
by changes in the last several years in federal health care laws and regulations, particularly those pertaining to
Medicare and Medicaid. Future changes in the underlying law and regulations, as well as in payment policy and
timing, create uncertainty and could have a material adverse impact on hospitals’ payment stream from Medicare
and Medicaid. The purpose of much of the recent statutory and regulatory activity has been to reduce the rate of
increase in health care costs, particularly costs paid under the Medicare and Medicaid programs. Diverse and
complex mechanisms to limit the amount of money paid to health care providers under both the Medicare and
Medicaid programs have been enacted and have caused severe reductions in reimbursement. Past federal budgets
have contained cuts to the Medicare and Medicaid program budgets. While it is uncertain whether future federal
budgets will propose cuts to these programs, any reduction in the level of Medicare and/or Medicaid spending or a
reduction in the rate of increase of Medicare and/or Medicaid spending would have an adverse impact on the
revenues of the Obligated Group derived from the Medicare and Medicaid programs. With health care and hospital
spending reported to be increasing faster than the rate of general inflation, Congress and/or CMS may take action in
the future to decrease or restrain Medicare or Medicaid outlays for hospitals. Any reductions in Medicare and
Medicaid spending growth could negatively impact hospitals and health systems. See APPENDIX A -
“INFORMATION CONCERNING LEGACY HEALTH SYSTEM - SUMMARY OF FINANCIAL
INFORMATION AND OPERATING DATA.”

Rate Pressure from Insurers and Purchasers. Certain health care markets, including many communities
in Oregon and Washington, are strongly impacted by large health insurers and, in some cases, by major purchasers
of health services. In those areas, health insurers may have significant influence over the rates, utilization and
competition of hospitals and other health care providers. Rate pressure imposed by health insurers or other major
purchasers, including managed care payors, may have a material adverse impact on health care providers,
particularly if major purchasers put increasing pressure on payors to restrain rate increases. Business failures by
health insurers also could have a material adverse impact on contracted hospitals and other health care providers in
the form of payment shortfalls or delays, and/or continuing obligations to care for managed care patients without
receiving payment. In addition, disputes with non-contracted payors are increasing and may result in an inability to
collect billed charges from these payors.

Capital Needs vs. Capital Capacity. Hospital and other health care operations are capital intensive.
Regulation, technology and physician/patient expectations require constant and often significant capital investment.
Total capital needs may outstrip capital capacity. Furthermore, capital capacity of hospitals and health systems may
be reduced as a result of recent credit market dislocations, and it is uncertain how long those conditions may persist.

Construction Risks. The Obligated Group Members are currently undertaking a number of major
construction projects, including certain of the projects to be financed with Bond proceeds and are expected to
undertake additional projects in the future. Construction projects are subject to a variety of risks, including but not
limited to strikes, shortages of materials and labor, adverse weather conditions, and delays in issuance of required
building permits or other necessary approvals, including environmental approvals. Such events could delay
occupancy. Cost overruns may occur due to change orders, delays in the construction schedule, scarcity of building
materials and labor and other factors. Cost overruns could cause the costs of any project to exceed available funds.
There can be no assurances that the projects currently pursued or undertaken in the future by the Obligated Group
Members will be finished on time or within budget.

Government Overpayments and “Fraud” Enforcement. Overpayments and “fraud” in government funded
health care programs is a significant concern of DHHS, CMS and the states and is one of the federal government’s
prime law enforcement priorities. The federal government and, to a lesser degree, state governments impose a wide
variety of extraordinarily complex and technical requirements intended to prevent over-utilization based on
economic inducements, misallocation of expenses, overcharging and other forms of “fraud” in the Medicare and
Medicaid programs, as well as other state and federally-funded health care programs. This body of regulation
impacts a broad spectrum of hospital and other health care provider commercial activity, including billing,
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accounting, recordkeeping, medical staff oversight, physician contracting and recruiting, cost allocation, clinical
trials, discounts and other functions and transactions.

Violations and alleged violations may be deliberate, but also frequently occur in circumstances where
management is unaware of the conduct in question, as a result of mistake, or where the individual participants do not
know that their conduct is in violation of law. Violations may occur and be prosecuted in circumstances that do not
have the traditional elements of fraud, and enforcement actions may extend to conduct that occurred in the past.
Violations often carry significant sanctions. The government periodically conducts widespread investigations
covering categories of services or certain accounting or billing practices.

Violations and Sanctions. The government and/or private “whistleblowers” often pursue aggressive
investigative and enforcement actions. The government has the power to impose a wide array of civil, criminal and
monetary penalties, including withholding essential hospital and other health care provider payments from the
Medicare or Medicaid programs, or exclusion from those programs. Aggressive investigation tactics, negative
publicity and threatened penalties can be, and often are, used to force settlements, exact payment of fines and
impose prospective restrictions that may have a materially adverse impact on hospital and other health care provider
operations, financial condition, results of operations and reputation. Multi-million dollar fines and settlements are
common. These risks are generally uninsured. Government enforcement and private whistleblower suits may
increase in the hospital and health care sector. Most large hospital and other health care provider systems are likely
to be adversely impacted.

Personnel Shortage. Currently, a shortage of physicians (including specialists) and nursing and other
technical personnel exists which may have its primary impact on hospitals and health systems. Various studies have
predicted that this shortage will become more acute over time and grow to significant proportions. In addition,
shortages of other professional and technical staff such as pharmacists, therapists, laboratory technicians and others
may occur or worsen. Hospital operations, patient and physician satisfaction, financial condition and future growth
could be negatively affected by physician and nursing and other technical personnel shortages, resulting in material
adverse impact to hospitals and health systems.

Technical and Clinical Developments. New clinical techniques and technology, as well as new
pharmaceutical and genetic developments and products, may alter the course of medical diagnosis and treatment in
ways that are currently unanticipated, and that may dramatically change medical and hospital care. These could
result in higher health care costs, reductions in patient populations, lower utilization of hospital service and/or new
sources of competition for hospitals.

Costs and Restrictions from Governmental Regulation. Nearly every aspect of hospital operation and
health care delivery is regulated, in some cases by multiple agencies of government. The level and complexity of
regulation and compliance audits appear to be increasing, imposing greater operational limitations, enforcement and
liability risks, and significant and sometimes unanticipated costs.

Proliferation of Competition. Hospitals increasingly face competition from specialty providers of care and
ambulatory care facilities. This may cause hospitals to lose essential inpatient or outpatient market share.
Competition may be focused on services or payor classifications where hospitals realize their highest margins, thus
negatively affecting programs that are economically important to hospitals. Specialty hospitals may attract
specialists as investors and may seek to treat only profitable classifications of patients, leaving full-service hospitals
with higher acuity and/or lower paying patient populations. These new sources of competition may have a material
adverse impact on hospitals, particularly where a group of a hospital’s principal physician admitters may curtail their
use of a hospital’s services in favor of those offered by a hospital’s competitor.

Increasing Consumer Choice. Hospitals and other health care providers face increased pressure to be
transparent and provide information about cost and quality of services, which may lead to a loss of business as
consumers and others make choices about where to receive health care services based upon cost and quality data
accumulated by a variety of sources.

Labor Costs and Disruption. The delivery of health care is labor intensive. Labor costs, including salary,
benefits and other liabilities associated with the workforce, have a significant impact on hospital and health care
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provider operations and financial condition. Hospital and health care employees are increasingly organized in
collective bargaining units and may be involved in work actions of various kinds, including work stoppages and
strikes. Overall costs of the hospital workforce are high, and turnover is high. Pressure to recruit, train and retain
qualified employees is expected to accelerate. These factors may materially increase hospital costs of operation.
Workforce disruption may negatively impact hospital revenues and reputation.

General Economic Conditions; Bad Debt and Indigent Care. Hospitals and other health care providers
are economically influenced by the environment in which they operate. To the extent that state, county or city
governments are unable to provide a safety net of medical services, pressure is applied to local hospitals and
providers to increase free care. Economic downturns and lower funding of state Medicaid programs may increase
the number of patients treated by hospitals and providers who are uninsured, underinsured or otherwise unable to
pay for some or all of their care. These conditions may give rise to increased bad debt and higher indigent care
utilization. At the same time, nonoperating revenue from investments may be reduced or eliminated. These factors
may have a material adverse impact on hospitals and other health care providers.

Health Care Reform. Federal and state legislators have proposed various health care reform plans that, if
enacted, would make significant changes in the way health care services are delivered and reimbursed. It is
anticipated that more health care reform proposals will be forthcoming. Some proposals are sweeping and would
require conforming and complex changes to both federal and state laws addressing perhaps all aspects of hospital
and provider operations, health care delivery and reimbursement. These changes could result in lower hospital and
provider reimbursement, utilization changes, increased government enforcement and other unanticipated impacts.

Pension and Benefit Funds. As large employers, health systems may incur significant expenses to fund
pension and benefit plans for employees and former employees and to fund required workers’ compensation
benefits. On August 17, 2006, the President signed the Pension Protection Act of 2006 into law. The Pension
Protection Act of 2006 replaced the funding requirements for defined benefit pension plans, imposes new benefit
limits on underfunded plans and changed the premiums that the sponsors of underfunded plans must pay to the
Pension Benefit Guaranty Corporation to insure a minimum level of benefits to their participants. Recently, there
has been a downturn in the financial markets causing many pension plans to become underfunded. Should this trend
continue, funding obligations in some cases may be erratic or unanticipated, and many companies, including LHS,
may be obligated to fund unfunded liability and pay additional premiums with significant commitments of available
cash needed for other purposes. In 2008, Congress passed the Worker, Retiree and Employer Recovery Act of 2008,
which was designed to ease requirements for pension plans and individuals affected by the economic crisis, and the
Worker, Retiree and Employer Recover Act of 2008 suspends required minimum distributions from 401(k) plans,
IRAs and other retirement accounts for 2009, provides pension plan funding relief, and includes corrections to the
Pension Protection Act of 2006.

Medical Liability Litigation and Insurance. Medical liability litigation is subject to public policy
determinations and legal and procedural rules that may be altered from time to time, with the result that the
frequency and cost of such litigation, and resultant liabilities, may increase in the future. Health systems may be
affected by negative financial and liability impacts on physicians. Costs of insurance, including self-insurance, may
increase dramatically.

Facility Damage. Hospitals and other health care providers are highly dependent on the condition and
functionality of their physical facilities. Damage from earthquake, floods, fire, other natural causes, deliberate acts
of destruction, or various facilities system failures may have a material adverse impact on hospital operations and
financial condition and results of operations.

Nonprofit Health Care Environment

As non-profit tax-exempt organizations, LHS and the Obligated Group Members are subject to federal,
state and local laws, regulations, rulings and court decisions relating to their organization and operations, including
their operations for charitable purposes. At the same time, LHS and the Obligated Group Members conduct large-
scale complex business transactions and are large employers in their geographic areas. There can often be a tension
between the rules designed to regulate a wide range of charitable organizations and the day-to-day operations of
complex health care organizations.
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An increasing number of the operations or practices of health care providers have been challenged or
questioned to determine if they are consistent with the regulatory requirements for nonprofit tax-exempt
organizations. These challenges are broader than concerns about compliance with federal and state statutes and
regulations, such as Medicare and Medicaid compliance, and instead in many cases are examinations of core
business practices of the health care organizations. Areas that have come under examination have included pricing
practices, billing and collection practices, charity care, methods of providing and reporting community benefit,
executive compensation, exemption of property from real property taxation, private use of facilities financed with
tax-exempt bonds and others. These challenges and questions have come from a variety of sources, including state
attorneys general, the Internal Revenue Service (the “IRS”), labor unions, Congress, state legislatures, and patients,
and in a variety of forums, including hearings, audits and litigation. The challenges and examinations, and any
resulting legislation, regulations, judgments or penalties, could have a negative impact on LHS and the Obligated
Group. These challenges or examinations include the following, among others:

Congressional Hearings. Since 2004, three congressional committees have conducted hearings and other
proceedings inquiring into various practices of nonprofit hospitals and health care providers. Among the legislation
proposed or discussed as a result of these hearings and proceedings are: (1) establishment of minimum required
levels of charity care to be provided by nonprofit health care providers; (2) periodic review of hospitals’ tax-exempt
status by the IRS; and (3) greater and more uniform reporting of charitable and community benefit activities.

IRS Review of Nonprofit Hospitals. In July 2007, the IRS released an interim report summarizing
responses from almost 500 tax-exempt hospitals to a May 2006 questionnaire about how they provide and report
benefits to the community. The report determined that a lack of uniformity in definitions and reporting, including
those regarding uncompensated care and various types of community benefit, made it difficult for the IRS to assess
whether a hospital is in compliance with current law. One recommendation in the interim report was the creation of
new schedules as part of a redesigned Form 990 (Return of Organization Exempt from Income Tax) on which
hospitals would report how they benefit the community, as well as information on billing and collection practices
and certain other activities. Hospitals will be required to submit additional information when filing their returns for
the 2008 tax year. As a result of the increased scrutiny of community benefit activity by the IRS resulting, in part,
from the new reporting requirement, tax-exempt hospitals may be required to increase the resources spent on
qualifying activities.

Indigent Care. Tax-exempt health care providers often treat large numbers of indigent patients who are
unable to pay in full for their medical care. General economic conditions that affect the number of employed
individuals who have health coverage affects the ability of patients to pay for their care. Similarly, changes in
governmental policy, which may result in coverage exclusions under local, county, state and federal health care
programs (including Medicare and Medicaid) may increase the frequency and severity of indigent treatment by such
hospitals and other providers. It also is possible that future legislation could require that tax-exempt hospitals and
other providers maintain minimum levels of indigent care as a condition of federal income tax exemption or
exemption from certain state or local taxes.

Class Actions. Hospitals and health systems have long been subject to a wide variety of litigation risks,
including liability for care outcomes, employer liability, property and premises liability, and peer review litigation
with physicians, among others. In recent years, consumer class action litigation has emerged as a potentially
significant source of litigation liability for hospitals and health systems. These class action suits have most recently
focused on hospital billing and collections practices, and they may be used for a variety of currently unanticipated
causes of action. Since the subject matter of class action suits may involve uninsured risks, and since such actions
often involve alleged large classes of plaintiffs, they may have material adverse consequences on hospitals and
health systems in the future.

Action by Purchasers of Hospital Services and Consumers. Major purchasers of hospital services also
could take action to restrain hospital charges or charge increases. As a result of increased public scrutiny, it is also
possible that the pricing strategies of hospitals may be perceived negatively by consumers, and hospitals may be
forced to reduce fees for their services. Decreased utilization could result, and hospitals’ revenues may be
negatively impacted. In addition, consumers and consumer advocates are increasing pressure for hospitals and other
health care providers to be transparent and provide information about cost and quality of services that may affect
future consumer choices about where to receive health care services.
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Challenges to Real Property Tax Exemptions. Recently, the real property tax exemptions afforded to
certain nonprofit health care providers by state and local taxing authorities have been challenged on the grounds that
the health care providers were not engaged in sufficient charitable activities. These challenges have been based on a
variety of grounds, including allegations of aggressive billing and collection practices and excessive financial
margins. Neither the real property tax exemptions of LHS nor those of any Obligated Group Members are or have
been placed under review by state or local authorities.

The foregoing are some examples of the challenges and examinations facing nonprofit health care
organizations. They are indicative of a greater scrutiny of the billing, collection and other business practices of
these organizations and may indicate an increasingly difficult operating environment for health care organizations,
including LHS and Obligated Group Members. The challenges and examinations, and any resulting legislation,
regulations, judgments, or penalties, could have a negative impact on hospitals and health care providers, including
LHS and Obligated Group Members, and in turn, their ability to make payments under the Loan Agreement and
Obligation No. 7.

Healthcare Reform Initiatives

Healthcare reform has been identified as a priority by business leaders, public advocates, political leaders
and candidates for office at the federal, state and local levels. Proposals include: (1) establishing universal
healthcare coverage or purchasing pools; (2) modifying how hospitals, physicians and other healthcare providers are
paid; (3) evaluating hospitals, physicians and other healthcare providers on a variety of quality and efficacy
standards to support pay-for-performance systems; and (4) implementing regulations regarding mandatory staffing
levels. Other developments affecting hospitals and providers as major employers include: (1) imposing higher
minimum or living wages; (2) enhancing occupational health and safety standards; and (3) penalizing employers of
undocumented immigrants.

In June 2007, the Oregon Legislative Assembly passed the Healthy Oregon Act (Senate Bill 329, Chapter
697 Oregon Laws 2007) that created the Oregon Health Fund Board, a seven member board appointed by the
Governor and confirmed by the Oregon Senate. The Board developed a comprehensive plan to reform Oregon’s
health care system in order to ensure access to health care for all Oregonians, contain health care costs, and address
issues of quality in health care. The plan was sent to the Governor and Oregon Legislative Assembly for
consideration in the 2009 session. Proposed legislation supported by and related to the Oregon Health Fund Board,
HB 2009, would consolidate authority currently residing within the Oregon Department of Human Services in a new
Oregon Health Authority, and create several new initiatives, including but not limited to the following: (1) oversight
of health information technology; (2) prevention of chronic disease and reduction in utilization of acute treatments;
(3) creation of patient-centered primary care homes; (4) creation of a workforce database; (5) creation of uniform
standards for health insurers; (6) permission for regulations requiring hospitals to report capital projects; and (7)
requiring study of comparative cost-effectiveness of new and existing healthcare procedures and services and the
development of evidence-based medical practice guidelines. This proposed legislation, in addition to other proposed
legislation, may have an adverse or positive impact on LHS and the Obligated Group Members, but no specific
prediction can be made until and unless any legislation is passed, which is not certain.

Congress and the Obama administration have indicated their intent to institute significant health reform in
the coming year. The President’s budget for fiscal year 2010 proposes a $634 billion health care reserve fund to
implement comprehensive health reforms over a ten-year period; the reforms themselves are as yet unspecified.
Although health reform may be financed by payment cuts in government health care programs, health care reform
could be implemented in a way that is beneficial to hospitals if more people who are currently uninsured or
underinsured have access to fuller coverage for hospital services.

In order to pay for health reform initiatives, the Obama administration proposes to make significant cuts in
Medicare payments to providers, including those to hospitals. Some of the specifics that could adversely impact
hospital revenues include: (1) significant cuts to Medicare Advantage health plans resulting in reduced payments by
such plans to providers; (2) changes in reimbursement designed to discourage hospital readmission rates; (3)
bundled payments that cover hospital services, post-acute setting services and professional services; (4) restricted
access to or payments for ancillary services (e.g., establishing prior authorization from radiology benefit manages
for medical imaging procedures); (5) further quality inc