4. Acquisitions
Newport Specialty Hospital

Effective May 6, 2014, Prospect acquired substantially all of the assets of Newport Specialty Hospital
(“NSH") for cash consideration of $15 million. NSH, located in Tustin, California was substantially closed
prior to acquisition, operating only its pediatric subacute unit as of the acquisition date.

The acquisition of NSH was accounted for as a business combination using purchase accounting. Under
the purchase accounting method, assets acquired and liabilities assumed are recorded based on their
estimated fair values. This transaction resulted in a bargain gain of approximately $523,000, which is
included in other income in the accompanying consolidated statements of income. The Company
incurred $556,000 and $37,000 of transaction costs during the years ended September 30, 2014 and
2013, respectively, which are included in General and Administrative expenses in the accompanying
consolidated statements of income.

The following table summarizes the assets acquired and liabilities assumed in connection with the NSH
acquisition, as of May 6, 2014 (in thousands):

Purchase Price Allocation
(Preliminary)

Property, improvements and equipment ) 15,523
Bargain purchase gain (523)
Net cash consideration ) 15,000




